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LETTERS  OF  TRANSMITTAL. 


Department  of  Commerce  and  Labor, 

Office  of  the  Secretary, 

Washington,  May  ly,  igog. 
Sir:  I  have  the  honor  to  transmit  herewith  Part  I  of  a  Report 
of  the  Coininissioner  of  Corporations  on  Taxation  of  Corporations, 
said  part  deaUng  with  the  systems  of  corporate  taxation  in  the 
Xew  England  States. 

Very  respectfully, 

Charles  Nagel, 

Secretary. 
The  President. 


Department  of  Commerce  and  Labor, 

Bureau  of  Corporations, 

Washington,  May  27,  igog. 
Sir:  I  have  the  honor  to  transmit  herewith  Part  I  of  a  Report 
on  Taxation  of  Corporations,  made  to  the  President  under  your 
direction  and  in  accordance  with  the  law  creating  the  Bureau  of 
Corporations.  This  part  deals  with  the  systems  of  corporate 
taxation  in  the  New  England  States. 

I  desire  to  mention  as  especially  contributing,  under  my  direc- 
tion, to  the  preparation  of  this  report  my  assistant,  Mr.  C.  R. 
HiUyer. 

Very  respectfully, 

Herbert  Knox  Smith, 

Commissioner. 

To  Hon.  Charles  Nagei., 

Secretary  of  Commerce  and  Labor. 
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Department  of  Commerce  and  Labor, 

Bureau  of  Corporations, 

Wdshington,  May  77,  igog. 

Sir:  I  have  the  honor  to  submit  herewith  Part  I  of  a  report  on 
state  taxation  of  manufacturing,  mercantile,  transportation,  and 
transmission  corporations.  This  part  deak  with  the  six  New 
England  States.  Additional  parts  dealing  with  other  groups  of 
States  may  be  published  later. 

The  great  growth  of  corporate  wealth  has  made  corporate  tax- 
ation the  first  factor  in  the  problem  of  state  revenues.  This  report 
gives,  by  States,  a  digest  of  taxation  laws,  the  methods  of  adminis- 
tering the  same,  the  financial  results,  and  comments.  It  gives 
prominence  to  underlying  principles  rather  than  to  details. 
Although  it  deals  principally  with  law,  it  is  not  a  legal  publication, 
nor  has  it  been  prepared  especially  for  lawyers.  It  is  intended 
rather  for  the  use  of  the  general  public,  and  it  will  be  particularly 
interesting  to  legislators  and  tax  officials. 

The  statutes  have  been  examined  and  digested.  The  proper 
officials  in  each  State  have  been  interviewed  as  to  interpretation, 
administration,  and  financial  results.  No  discussion  of  a  tax 
system  would  be  of  practical  value  if  based  merely  on  the  statutes. 

The  taxation  of  individuals  is  substantially  the  same  throughout 
New  England.  Corj)orate  taxation,  on  the  other  hand,  shows 
wide  diversity  both  in  theory  and  in  practice.  Individuals  are 
taxed  on  property.  Corporations  are  taxed  on  property,  or  on 
income,  or  on  a  combination  of  both,  or  on  capital  stock,  either 
par  or  market  value,  or  occasionally — as  in  the  case  of  telegraph 
and  telephone  companies — on  mileage  or  number  of  instruments. 
Administration  ranges  from  a  system  highly  developed,  handled 
centrally  by  state  officials  with  large  powers,  to  no  centralized 
administration  whatsoever. 

Particularly  interesting  is  the  Massachusetts  taxation  of  "  cor- 
porate excess,"  on  the  market  value  of  stock  less  property  otherwise 
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taxed,  which  is  applied  to  all  domestic  corporations.  Connecticut 
applies  this  to  railroads,  adding  also  their  bonded  indebtedness  as 
a  measure  of  ability  to  pay  taxes. 

Railroads  are  among  the  largest  taxpayers.  In  Maine  they  are 
taxed  at  a  graduated  percentage  of  gross  transportation  receipts; 
in  New  Hampshire,  on  property,  but  through  a  state  board;  in 
Vermont,  upon  gross  earnings;  in  Massachusetts,  by  the  State  on 
their  "corporate  excess"  (market  value  of  stock,  less  amount  of 
property  taxed  locally) ,  and  by  the  towns  on  much  of  their  prop- 
erty;  in  Rhode  Island,  on  real  property  by  the  local  authorities;  in 
Connecticut,  on  the  sum  of  bonded  debt  and  market  value  of  stock. 

Other  public-service  corporations,  such  as  street-railway,  tele- 
graph, telephone,  express,  car,  gas,  and  electric  companies,  are 
most  often  brought  tmder  special  and  new  systems  of  taxation. 
Taxation  of  public-service  corporations  on  gross  receipts  is  grow- 
ing in  use.  Maine  and  Vermont  use  this  largely;  Massachusetts, 
Connecticut,  and  Rhode  Island  in  part;  but  New  Hampshire  not 
at  all. 

Massachusetts  alone  succeeds  appreciably  in  efforts  to  tax 
specially  the  manufacturing  and  mercantile  corporations.  This 
State  taxes  the  corporation  itself  on  its  corporate  excess  through 
the  state  tax  commissioner.  The  other  States  make  unsuccessful 
efforts  to  reach  this  corporate  excess  in  the  hands  of  the  shareholders 
through  local  officials.  Massachusetts  receives  over  two  millions 
of  dollars  from  this  source;  the  other  five  States  very  little. 

Banks,  insurance  companies,  and  other  financial  corporations 
pay  large  amounts,  often  exceeding  the  tax  paid  by  railroads,  but 
they  do  not  come  within  the  scope  of  this  report,  except  in  the 
comparison  of  financial  results. 

Maine  alone  of  the  New  England  States  secures  large  revenue 
by  chartering  corporations— nearly  a  quarter  of  a  million  dollars 
annually. 

New  England  has  made  considerable  advance  in  separating  the 
sources  of  state  from  local  revenue,  supporting  the  local  jurisdic- 
tions through  the  tax  upon  local  property,  and  the  state  gov- 
ernment by  taxes  upon  corporations  and  inheritances.  Vermont 
and  Connecticut  are  the  only  States  which  thus  pay  practically 
all  state  expenses.  In  the  other  States  the  towns  collect  large 
amounts  to  turn  over  to  the  State. 

A  comparison  of  the  si:^  systems  herein  digested  should  be  of 
general  value.  They  represent  experiments  of  highly  intelligent 
communities,  applied  over  a  long  series  of  years  and  modified 
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V  vast  changes  in  economic  conditions.  They  show  the  whole 
object-matter  to  be  still  in  an  unfinished  condition,  partly  because 
of  differences  in  theories  and  largely  because  of  the  difficulty  of 
equitably  applying  abstract,  principles  to  the  practical  collection 
of  revenue. 

The  entire  subject  is  presented  as  of  January  i,  1909,  but,  by 
use  of  footnotes,  it  has  been  brought  down  to  April  15,  1909. 

Very  respectfully, 

Herbert  Knox  Smith, 

Commissioner  of  Corporations, 
The  Prhsiohn'T. 
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INTRODUCTION. 

The  Purpose. 

This  report  deals  with  state  taxation  of  corporations — manu- 
facturing,   mercantile,    transj)ortation,    and    transmission.      Its 
purpose  is  not  argument,  but  description.    Taxation  is  one  of  the 
subjects  as  to  which  argument  may  be  not  only  interesting  but 
exciting,  as  is  shown  clearly  enough  by  Henry  George's  Progress 
and    Poverty.      Description,   however — at    any   rate  description 
attempting  to  be  complete — is  a  different  matter,  for  it  involves  the 
statement  of  numerous  details,  many  of  them  intricate  and  many 
of  them  incapable  of  being  treated  as  parts  of  a  consistent  whole. 
No  doubt,  it  would  be  possible  to  confine  a  description  to  certain 
broad  and  picturesque  features,  but  that  course  would  be  inex- 
pedient in  such  a  publication  as  this.    The  purpose  necessarily  is 
to  present  each   State's  entire  system  of  taxing  manufacturing, 
mercantile,   transportation,   and   transmission  corporations,   and 
securities  issued  by  them.     It  will  have  to  be  assumed  that  the 
reader  brings  his  interest  with  him.    To  consult  the  taste  of  that 
casual  reader — the  man  in  the  street — has  been  quite  out  of  the 
question.     Yet  there   is  a  reason  why  even    the  casual  reader 
might  well  attempt  to  gain  some  information  from  these  dry 
pages;  for,   after  all,   the  description   deals  with   the   methods 
whereby  the  cost  of  civilization,  in  so  far  as  civilization  is  managed 
by  government,  is  apportioned  among  the  owners  of  property,  and 
the  casual  reader,  though  he  presumably  is  not  an  economist  or 
a  philosopher,  may  fairly  be  assumed  to  be  either  an  owner  of 
property  or  a  person  whose  welfare  is  distinctly  connected  with 
that  of  some  one  who  does  own  it. 

The  Plan. 

To  aid  the  reader,  the  description  of  each  State's  method  has 
been  divided  into  four  parts,  and  there  has  been  an  attempt  to 
repeat  the  more  important  facts  in  several  forms.  The  first  part 
gives  a  general  view  of  the  State's  system  as  to  corporate  taxation, 
describing    the    system    largely    in    untechnical    language.     The 
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second  part  gives  detaik  as  to  the  State's  constitution  and  statutes, 
repeating  in  more  elaborate  form  what  has  been  briefly  presented 
in  the  general  view,  going  further  into  details,  and  using  paraphrase 
or  quotation  as  seems  most  likely  in  each  instance  to  achieve  the 
purpose  of  the  publication — the  presentation  of  this  intricate 
material  in  an  accurate  and  comprehensible  form.  The  third  part 
gives  the  financial  results  actually  realized  by  the  methods  of  taxa- 
tion adopted,  and  also  comparisons  of  these  results  with  the 
revenues  received  from  other  sources.  The  fourth  part  gives 
comments,  based  in  part  upon  oral  statements  and  formal  reports 
of  commissioners  of  taxation  and  of  other  experts.  From  this 
fourth  part  it  will  be  perceived  that  the  theory  of  the  law  occa- 
sionally differs  considerably  from  the  actual  administration. 

It  is  safe  to  assume  that  most  readers  know  already  a  great  deal 
about  taxation,  at  least  in  their  own  States;  but,  for  the  sake  of 
some  beginner,  it  may  be  worth  while  to  say  that  even  the  com- 
bination of  the  four  parts  into  which  each  exposition  is  divided 
must  not  be  treated  as  affording  the  equivalent  of  actual  observa- 
tion of  a  State's  system  at  work.  Inevitably  much  dep^ds  upon 
the  official's  administering  the  system — ^their  niimbejf4^  skill,  and 
temper — and  much  upon  the  conscience  and  custoit^s'  bf  the  tax- 
payers. It  is  difficult  for  a  government  publication  to^ve  much 
more  than  a  statement  of  the  law  and  of  the  financial  results,  and 
a  caution  that  the  law,  as  obeyed  by  taxpayers  ahd''6flfipijjs,  has 
some  elasticity.  To  avoid  the  evils  of  trusting  to  books  alone,  tfie 
various  States  have  been  visited  and  inquiries  have  been  made 
on  the  spot  from  the  persons  best  acquainted  with  the  practical 
workings  of  each  State's  system.  -  J 

Not  All  Payments  Included. 

The  plan  is  not  to  include  all  payments  made  by  corporations 
to  government,  but  to  deal  with  taxes  only.  A  tax  is  always  a 
payment  to  government,  but  payments  to  government  are  of 
various  sorts,  some  of  them  clearly  not  taxes. 

What  is  a  Tax? 

If  a  natural  person  or  a  corporation  pays  money  to  government 
for  using  the  government's  property,  this  payment  is  not  a  tax. 
Such  payments  are  made,  presumably,  as  rental  for  the  National 
Government's  lands,  or  as  compensation  for  the  use  of  a  city 
government's  bridges  or  ferries  or  subways.     These  payments 
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give  the  govemment  an  income,  it  is  true,  and  thus  have  one  of 
the  essential  features  of  taxation ;  but  they  give  an  income  precisely 
like  that  enjoyed  by  a  private  individual,  and  in  return  for  the 
payments  the  payer  receives  a  service  which  is  of  approximately 
an  equal  value,  precisely  as  if  he  were  dealing  with  a  private 
individual.  These  rentals,  tolls,  and  the  like  differ  essentially 
from  taxes.  Another  easy  instance  of  payments  which,  though 
made  to  government,  are  not  taxes,  is  found  in  such  fees  for  inspec- 
tion as  approximately  cover  the  cost  of  the  service  rendered.  These 
payments  afford  no  appreciable  revenue,  beyond  that  necessary 
for  the  maintenance  of  the  inspection,  and  they  often  procure  a 
service  distinctly  resembling  that  which  might  be  performed  by 
a  private  person.  Another  instance  somewhat  analogous  to  the 
one  last  given  is  foimd  in  assessments  for  streets,  sidewalks,  sewers, 
and  the  like.  These  assessments,  to  be  sure,  are  imj)osed  upon. 
the  property  owner  quite  independently  of  his  will,  and  to  this 
extent  they  resemble  taxes;  but  they  differ  from  taxes  in  the 
essential  feature  that  they  do  not  give  the  govemment  an  income, 
and  in  the  feature  that  they  represent  a  benefit  enjoyed  peculiarly 
by  the  payer.  Still  another  instance  of  payments  distinguishable 
from  taxes  is  afforded  by  payments  exacted  as  a  means  of  dis- 
cotu^aging  an  objectionable  business;  for  the  purpose — and,  if  all 
goes  well,  tl^e  result — is  not  to  raise  a  revenue;  but  it  must  be  con- 
ceded that  as  a  practical  matter  it  is  difficult  to  say  that  any  one 
exaction  is.  merely  meant  to  discourage,  for  a  revenue  actually  is 
realized.  It  should  be  added  that  though  these  last  payments 
are  voluntary,  in  the  sense  that  the  payer  may  avoid  them  by 
refraining  from  the  business,  this  point  would  not  prevent  the 
payments  from  being  taxes ;  for  it  can  not  be  said  truthfully  that 
to  g^ve  one  a  choice  between  carrying  on  his  business  and  paying 
a  sum  of  money  is  to  suggest  a  voluntary  contribution. 

In  view  of  the  instances  now  eniunerated  of  payments  not  in  the 
strict  sense  taxes,  it  seems  that  a  tax  is  a  payment  exacted  by 
govemment  as  a  source  of  general  revenue  and  not  as  an  equivalent 
for  a  specific  benefit. 

What  Payments  made  by  Corporations  are  Taxes? 

Let  us  now  apply  this  line  of  thought  to  the  payments  exacted 
from  corporations  as  such  and  to  the  payments  which,  though 
conceivably  made  by  natural  persons,  are  most  frequently  made 
by  corporations.  When  a  corporation  is  organized,  the  fee  cus- 
tomarily charged  is  hardly  to  be  classed  as  a  tax,  for  it  usually 
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taxed,  which  is  applied  to  all  domestic  corporations.  Connecticut 
applies  this  to  railroads,  adding  also  their  bonded  indebtedness  as 
a  measure  of  ability  to  pay  taxes. 

Railroads  are  among  the  largest  taxpayers.  In  Maine  they  are 
taxed  at  a  graduated  percentage  of  gross  transportation  receipts; 
in  New  Hampshire,  on  property,  but  through  a  state  board;  in 
Vermont,  upon  gross  earnings;  in  Massachusetts,  by  the  State  oaa 
their  "corporate  excess"  (market  value  of  stock,  less  amount  of 
property  taxed  locally) ,  and  by  the  towns  on  much  of  their  prop- 
erty;  in  Rhode  Island,  on  real  property  by  the  local  authorities;  in 
Connecticut,  on  the  sum  of  bonded  debt  and  market  value  of  stock. 

Other  public-service  corporations,  such  as  street-railway,  tele- 
graph, telephone,  express,  car,  gas,  and  electric  companies,  are 
most  often  brought  tmder  special  and  new  systems  of  taxation. 
Taxation  of  public-service  corporations  on  gross  receipts  is  grow- 
ing in  use.  Maine  and  Vermont  use  this  largely;  Massachusetts, 
Connecticut,  and  Rhode  Island  in  part;  but  New  Hampshire  not 
at  all. 

Massachusetts  alone  succeeds  appreciably  in  efforts  to  tax 
specially  the  manufacturing  and  mercantile  corporations.  This 
State  taxes  the  corporation  itself  on  its  corporate  excess  through 
the  state  tax  commissioner.  The  other  States  make  unsuccessful 
efforts  to  reach  this  corporate  excess  in  the  hands  of  the  shareholders 
through  local  officials.  Massachusetts  receives  over  two  millions 
of  dollars  from  this  source;  the  other  five  States  very  little. 

Banks,  insurance  companies,  and  other  financial  corporations 
pay  large  amounts,  often  exceeding  the  tax  paid  by  railroads,  but 
they  do  not  come  within  the  scope  of  this  report,  except  in  the 
comparison  of  financial  results. 

Maine  alone  of  the  New  England  States  secures  large  revenue 
by  chartering  corporations— nearly  a  quarter  of  a  million  dollars 
annually. 

New  England  has  made  considerable  advance  in  separating  the 
sources  of  state  from  local  revenue,  supporting  the  local  jurisdic- 
tions through  the  tax  upon  local  property,  and  the  state  gov- 
ernment by  taxes  upon  corporations  and  inheritances.  Vermont 
and  Connecticut  are  the  only  States  which  thus  pay  practically 
all  state  expenses.  In  the  other  States  the  towns  collect  large 
amounts  to  turn  over  to  the  State. 

A  comparison  of  the  si  3^  systems  herein  digested  should  be  of 
general  value.  They  represent  experiments  of  highly  intelligent 
communities,  applied  over  a  long  series  of  years  and  modified 
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by  vast  changes  in  economic  conditions.     They  show  the  whole 

subject-matter  to  be  still  in  an  unfinished  condition,  partly  because 

of  differences  in  theories  and  largely  because  of  the  diflSculty  of 

equitably  applying  abstract,  principles  to  the  practical  collection 

of  revenue. 

The  entire  subject  is  presented  as  of  January  i,  1909,  but,  by 

use  of  footnotes,  it  has  been  brought  down  to  April  15,  1909. 

Very  respectfully, 

Herbert  Knox  Smith, 

Commissioner  of  Corporations. 
The  President. 
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Tablg  II. — ^Taxation  of  Steam-Railroad  Corporations,  their  Stockholders, 

AND  THEIR   BONDHOLDERS. 
[Unless  otherwise  specified,  statements  apply  to  both  domestic  and  foreign  corporations.] 


Tax  to  the  corporation. 

Tax  to 
resident 
stock- 
holders? 

Tax  to 
resident 

bond- 
holders? 

State. 

On  real 
esute? 

On  tangi- 
ble per- 
sonalty? 

On 
moneys 
and  net 
credits? 

On 
capital 
stock? 

1 

engross 
receipts? 

Maine. 

Noo_. 
Yes  c_ 
No'-. 
Yes  i  . 
Yes_  _  - 
Noo._ 

No i  No 

No...  . 
No^.. 
Yes  9  . 
Yes*. 
No... 
Yes  P. 

Yes  &.. 
No... 
Yes  /. 
No...  _ 
No...  . 
No___  . 

No. 

Yes. 

New  Hampshire 

Vermont 

Yes  c 

No/._- 

Yes  c 

No  /_  - . 

No.....    Yes. 
No'^-..    Yes. 

Massachusetts 

Rhode  Island 

Connecticut 

Yes>.. 
Yesw»-_ 

No 

No 

No 

No^.. 
Yes"., 
No 

Yes. 
Yes. 
No.Q 

a  But  buildings  are  taxed,  and  land  and  fixtures  outside  the  right  of  way. 

^  On  the  average  gross  transportation  receipts  per  mile  within  the  State. 

c  Not  by  tow^ns,  but  included  in  the  State's  valuation. 

d  The  value  of  stock  is,  however,  considered  in  the  State's  valuation. 

«  Real  estate  used  for  railway  purposes  is  not  taxed  if  the  corporation  elects  to  pay  the  tax  on  gross 
receipts.     (See  note  /.)     Real  estate  not  used  for  railway  purposes  is  taxed  locally. 

/  There  is  a  tax  of  i  per  cent  on  the  whole  property,  unless  the  corporation  elects  to  pay  the  tax 
on  gross  receipts;  and  the  practice  is  to  pay  the  latter  tax. 

g  But  not  to  exceed  $50. 

h  But  the  stock  of  foreign  railway  corporations  not  operating  in  Vermont  is  taxable  unless  taxed 
in  the  home  State. 

<  There  is  an  exemption  of  the  right  of  way  and  of  railway  buildings  thereon:  but  property  thus 
exempted  is  really  taxed  under  corporate  cxces.s. 

J  On  machinery  only;  and  machinery  inside  the  right  of  way  is  exempt,  save  as  reached  under 
corporate  excess. 

*  On  corporate  excess.     All  railways  operating  in  Massachusetts  arc  incorporated  there. 

'  The  exemption  does  not  extend  to  stock  in  foreign  corjmrations  not  operating  in  Massachusetts. 

1"  Not  enforced  as  to  rolling  stock. 

"  But  only  on  the  difference  between  the  market  price  and  the  proportionate  amount  per  share  at 
which  the  corporation  was  last  assessed:  and  in  practice  few  returns  are  made. 

0  But  property  not  used  for  railway  [nirposes  is  taxed. 

P  On  Connecticut's  fraction  of  the  entire  value  of  stock  and  bonds,  deducting  taxed  real  estate  and 
deducting  sectuities  issued  to  pay  for  property  outside  the  State  or  for  property  taxed  in  the  State 
or  for  securities  of  other  railways 

ff  The  exemption  does  not  extend  to  the  bonds  of  railways  not  doing  business  in  Connecticut. 

Are  the  Diversities  Capable  of  Explanation? 

Inevitably  the  first  impression  gained  from  such  diversities  as 
are  indicated  by  the  tabular  views  is  that  the  methods  of  corpo- 
rate taxation  are  so  chaotic  as  to  be  almost  incapable  of  explana- 
tion and  of  classification.  Investigation,  however,  will  show  that 
the  diversities  in  the  systems  of  corporate  taxation  are  not  acci- 
dental or  irrational,  but  that  they  largely  flow  from  diversities  in 
the  general  theories  of  taxation  and  from  the  peculiar  problems 
attending  the  taxation  of  corporations  and  of  the  holders  of  cor- 
porate securities. 
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The  General  Theories  of  Taxation. 

Let  us  now  notice  the  theories  upon  which  taxation,  whether  as 
to  natural  persons  or  as  to  corporations,  is  based.     The  theories  of 
taxation  date   back    to    Adam  Smith's  Wealth  of  Nations,  pub- 
lished in  1776.      For   practical  purposes,  the  theories  are  two — 
(i)  the  theory   tliat   taxes  are  paid  for  governmental  protection 
and  are  to  be  assessed  according  to  the  value  of  the  protection 
enjoyed,  and  (2)  the  theory  that  taxes  are  paid  as  a  mode  of  secur- 
ing for  all  society   governmental  protection,  and  that  the  payer 
pays  not  in  proportion  to  the  protection,  but  in  proportion  to  his 
own  ability  to  aid  in  securing  for  society  the  really  inestimable 
benefits  of  government.     Neither  of  these  theories  is  followed  con- 
sistently either  as  to  natural  persons  or  as  to  corporations.     On 
the  contrary,    each  jurisdiction  follows  partly  one  theory  and 
partly  the  other.     The  theory  of  payment  in  proportion  to  the 
value  of  the  protection  enjoyed  is  incapable  of  complete  adoption. 
One  difficulty — and  it  is  radical  and  fatal — is  that  the  value  of 
governmental  protection  to  the  poor  is  really  greater  than  the 
value  of  governmental  protection  to  the  rich,  for  government 
bestows  upon  rich  and  poor  alike  the  benefits  of  education,  peace, 
and  wholesome  siuroundings,  and  these  benefits — equally  indis- 
pensable for  all — are  largely  obtainable  by  the  rich  at  their  own 
personal  expense,  but  by  the  poor  are  obtainable  in  no  other  way 
than  through  government.     Hence,  the  preference  is  commonly 
given  to  the  theory  that  each  person,  natural  or  artificial,  should 
contribute  to  governmental  support  according  to  his  abihty.     Yet 
this  theory  in  turn  is  practically  incapable  of  thorough  adoption. 
What  is  to  be  done  with  the  skilled  siu'geon  who  neglects  to  earn 
the  income  which  his  skill  places  easily  at  his  disposal?     Is  he  to 
be  taxed  according  to  his  ability  to  earn  and  thus  to  pay?     Noth- 
ing of  this  sort  has  been  attempted  in  the  case  of  private  individ- 
uals.    On  the  contrary,  they  are  taxed  not  upon  the  basis  of  their 
ability  to  earn,  but  upon  the  basis  of  their  savings  or  actual  income. 
The  result  of  the  impossibility  of  applying  perfectly  either  of  the 
two  theories  is,  as  has  been  said,  that  each  is  adopted  partially. 
Thus  the  owner  of  land  is  taxed  at  the  place  where  the  land  is,  on 
the  theory  that  this  is  the  place  where  governmental  protection  is 
received,  although,  clearly  enough,  the  ability  to  pay  taxes  is  a 
purely  personal  quality  and  exists  only  at  the  owner's  residence. 
On  the  other  hand,  taxes  for  the  support  of  the  schools  and  of  the 
police  and   the   like  are  apportioned   according  to  the  payer's 
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wealth — his  ability — quite  irrespective  of  the  possibility  that  he 
may  have  no  occasion  to  use  the  schools,  or  that  his  wealth,  being 
in  unimproved  land,  requires  no  protection  from  the  police. 

Every  tax  system  combines  more  or  less  of  each  of  the  two 
general  principles,  and  is  largely  affected  by  the  practical  question 
of  ascertaining  and  locating  the  property  to  be  taxed. 

Any  system  must  be  a  compromise  between  what  theoretically 
ought  to  be  and  what  practically  can  be.  In  establishing  or  criti- 
cising any  system  this  practical  factor  must  be  kept  in  the  fore- 
ground. 

Hostility  to  Double  Taxation. 

Subordinate  to  the  two  general  theories  is  the  great  and  growing 
hostility  to  double  taxation — the  exacting  of  two  or  more  pay- 
ments from  one  person  or  from  two  or  more  persons  by  reason  of 
the  same  piece  of  property  or  other  source  of  ability  to  pay  taxes. 

The  Relation  of  Corporate  Taxation  to  these  General  Views. 

Now,  restricting  our  view  to  the  taxation  of  corporations  and  of 
the  owners  of  corporate  securities,  we  shall  find  that  the  diversi- 
ties between  the  States  are  based,  not  upon  ignorance  or  prejudice 
or  haphazard  treatment  of  the  subject,  but  upon  diversities  in  the 
application  of  the  two  great  theories  and  upon  more  or  less  careful 
attempts  to  avoid  double  taxation. 

Difficulties  Arising  from  the  Subject-Matter  of  Taxation. 

Perhaps  the  source  of  the  difficulties  or  diversities  will  be  better 
imderstood  if  the  various  subjects  of  taxation  are  examined.  Let 
us,  then,  notice  the  most  important  kinds  of  property  which  are 
made  the  basis  of  taxation,  whether  owned  by  natural  persons 
or  by  corporations,  and  let  us  notice  that  when  we  come  to  corpo- 
rate taxation  the  theoretical  and  practical  difficulties  increase  and 
thus  explain  the  diversities  of  treatment. 

Real  Estate  as  a  Subject  of  Taxation — Little  Difficulty. 

Problems  as  to  taxation  have  various  degrees  of  complexity. 
The  simplest  problem  of  all  has  to  do  with  real  estate,  including 
improvements.  No  one  doubts  that  the  landowner  should  con- 
tribute toward  the  support  of  government.  Few  doubt  that  the 
contribution  must  be  estimated  with  reference  either  to  the  value 
of  the  land,  including  the  improvements,  or  to  the  income  actually 
received.     Even  the  advocate  of  the  single  tax  suggests  no  very 
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different  starting  point  for  the  estimating  of  the  land  tax,  for  his 
theory  amply  takes  the  value  of  the  land,  not  including  improve- 
ments, and  makes  an  argument  as  to  the  proper  amount  of  the 
contribution  to  be  exacted.     There  are,  then,  to  repeat,  only  two 
practicable  foundations  for  a  tax  on  real  estate,  and,  in  truth,  one 
of  these,  namely,  the  income  derived,  is  not  favored  in  the  United 
States,  so  that  practically  we  find  only  one  foundation,  namely, 
the  value.     Further,  as  to  the  place  where  the  tax  should  be  pay- 
able, there  is  no  diflference  in  opinion,  or  at  least  in  practice.     The 
landowner  pays  the  tax  where  the  land  is.     The  land  seems  to 
be  personified.     It  itself  is  said  to  be  liable  to  the  tax  and  to  pay 
the  tax.    Even  if  the  nonresident  landowner  were  to  be  taxed  at 
his  residence  on  the  income  derived  from  his  land,  it  would  not 
be  urged  that  the  tax  on  the  land  at  its  situs  should  be  abolished 
or  reduced. 

As  to  land,  then,  there  is  no  practical  difference  of  opinion 
either  as  to  the  place  of  taxation  or  as  to  the  value  to  be  taken  as 
a  basis,  and  still  less  is  there  difference  of  opinion  upon  the  ques- 
tion whether  land  should  be  taxed  at  all.  As  to  the  place  of 
taxing  land,  by  the  way,  it  is  obvious  that  we  find  firmly  estab- 
lished the  theory  that  taxes  are  based  upon  benefits  received,  and 
should  be  paid  at  the  situs  of  the  benefit. 

Tangible  Personalty — Greater  Difficulty. 

What  has  just  been  said  of  land  is  largely  appHcable  to  tangible 
personalty.  The  owner  of  this  is  taxed  without  hesitation,  and 
he  is  taxed  upon  its  value,  rather  than  upon  the  income  derived 
from  it,  and  he  is  taxed  at  the  situs  of  the  property.  Yet  some 
difficulties  have  been  caused  by  the  doctrine  that  movables  are 
supposed  to  follow  their  owner — mobilia  sequuntur  personam;  and 
consequently  there  are  not  wanting  instances  in  which  there  is 
still  an  attempt  to  tax  the  owner  both  at  his  residence  and  at 
the  situs  of  the  property. 

Thus  taxation  as  to  tangible  personalty  is  a  somewhat  more 
complex  problem  than  taxation  as  to  realty. 

Intangible  Personalty — Still  Greater  Difficulty. 

Passing  to  intangible  personalty,  one  finds  a  much  greater  per- 
plexity. Tliere  is  not  perfect  agreement  on  the  elementary  ques- 
tion whether  intangible  personalty  should  be  taxable  at  all.  The 
reason  for  this  is  partly  that  intangible  personalty  is  difficult  to 
trace,  and   partly  that  intangible  personalty — a  creditor's  claim 
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or  a  shareholder's  stock,  for  example — usually  represents,  in  fact, 
though  perhaps  not  in  law,  a  mere  right  to  share  in  property  which, 
whoever  now  owns  the  title  to  it,  must  be  conceded  to  be,  when- 
ever and  wherever  existent,  the  subject-matter  of  adequate  taxa- 
tion already.     To  state  the  matter  in  a  more  concrete  form,  the 
typical  case  of  intangible  personalty  is  a  claim  by  a  creditor 
against  a  debtor,  and  this  claim  is  valuable  and  ultimately  enforce- 
able merely  because  this  debtor,  or  some  debtor  of  his,  has,  or  is 
to  have,  tangible  wealth  which  can  be  used,  directly  or  indirectly, 
for  the  satisfaction  of  the  claim.     The  whole  wealth  of  a  nation  con- 
sists obviously  enough  of  tangible  property  and  of  those  mental  and 
physical  abilities  and  conditions  which  may  result  in  the  production 
of  other  tangible  property.     Abilities  are  theoretically  an  ideal  basis 
for  taxation;  but,  as  has  been  pointed  out  briefly  and  as  will  be 
more  fully  explained  later,  there  is  usually  no  attempt  to  tax 
them.     If,  on  the  one  hand,  intangible  personalty  represents  any- 
thing except  a  claim  secured  in  eflfect  by  tangible  property  already 
existent,  intangible  personalty  represents  a  mere  claim  against  the 
ability  of  some  potential  producer,  and  hence  represents  what  is 
not  in  practice  taxed.     If,  on  the  other  hand,  intangible  personalty 
represents  ultimately  a  claim  against  existent  tangible  property,  it 
represents  what  is  taxed  already;  and  it  need  hardly  be  repeated 
that  there  is  an  objection  to  double  taxation  and  that  there  is  a 
tendency  to  shape  the  law  in  such  way  as  to  respect  this  objection. 
These  are  the  reasons — besides  the  impracticability,  already  men- 
tioned, of  tracing  intangible  personalty — for  the  view,  frequently 
found,  that  intangible  personalty  should  not  be  made  a  subject  of 
taxation,  or  at  least  that  intangible  personalty  should  be  exempt 
in  cases  where  double  taxation  is  obvious.     When  it  is  decided 
that  the  owner  of  intangible  personalty  should  be  taxed,  it  is  com- 
mon to  deduct  the  debts  owed  by  him,  for  it  is  recognized  that 
only  the  resultant  of  such  subtraction  represents  his  actual  power 
to  share  in  the  country's  wealth.     Further,  after  this  deduction  is 
made  there  remains  the  question  in  what  locality  the  resultant 
should  be  taxed. 

The  answer  usually  is  that  it  should  be  taxed  where  the  owner 
resides,  for  in  this  instance  it  is  not  repugnant  to  reason  to  say 
mobilia  sequuntur  personam.  Yet  embarrassing  questions  arise 
in  cases  where  intangible  personalty  is  represented  by  promissory 
notes,  drafts,  bonds,  or  even  bank  deposits,  for  there  is  a  growing 
tendency  to  treat  claims  thus  evidenced  and  secured  as  analogous 
to  tangible  property. 
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It  is  clear,  then,  that  the  taxation  of  intangible  personalty  is  a 
much  more  complex  subject  than  the  taxation  of  tangible  property, 
whether  realty  or  personalty. 

Corporate  Property — A  Combination  of  Difficulties. 

Questions  of  taxation  involving  corporations  are  much  more 
intricate  than  questions  of  taxation  as  to  individuals.  Corpora- 
tions are  owners — large  and  growing  owners,  in  fact — of  all  these 
kinds  of  property,  and  hence  the  difficulties  explained  in  making 
these  kinds  of  property  the  basis  of  taxation  of  natural  persons 
apply  with  at  least  equal  force  when  we  attempt  to  tax  corpora- 
tions. 

In  the  case  of  corporations  there  is  the  additional  and  invariable 
element  that  there  are  at  least  two  classes  of  persons  interested  in 
the  corporate  property.  The  first  class  is  composed  of  the  corpo- 
rations themselves,  considered  as  separate  legal  entities.  The  sec- 
ond class  is  composed  of  the  stockholders — those  nattu'al  persons 
who  stand  behind  those  creatures  of  the  law.  There  is  also  fre- 
quently a  third  class  of  persons  interested  in  the  corporate  prop- 
erty— a  class  composed  of  bondholders  and  other  creditors. 
Should  the  corporation's  property  be  made  the  basis  of  taxation 
to  the  corporation  itself,  or  to  the  stockholders  alone,  or  to  both? 
Obviously  a  tax  on  the  corporation  is  really  a  tax  upon  its  stock- 
holders, for  otherwise  than  as  a  matter  of  legal  reasoning  a  corpo- 
ration and  its  stockholders  are  one.  Hence  the  question  whether 
both  the  corporation  and  the  stockholders  shall  be  taxed  is  an 
mteresting  problem  as  to  double  taxation. 

Further,  that  same  question  as  to  the  simultaneous  taxation  of 
corporation  and  stockholders  has  another  and  even  more  puzzling 
aspect.  The  corporation's  property  is  commonly  in  one  place  and 
the  stockholders  in  another.  If  the  theory  be  that  taxation  is  to 
be  measured  by  protection  received,  the  proper  place  for  taxation 
is  the  situs  of  the  corporation's  property.  If  the  theory  be  that 
taxation  is  to  be  measured  by  ability  to  pay,  the  proper  place  is 
the  residence  of  the  stockholder.  On  no  one  theory  can  both 
places  be  chosen.  When  the  corporation's  property  is  in  one 
country  and  the  stockholder  in  another,  no  one  is  shocked  by  taxa- 
tion in  each  place.  When  the  corporation's  property  and  the  stock- 
holder are  in  the  same  town,  county,  or  State,  no  one  fails  to  per- 
ceive that  there  should  be  but  one  taxation.  What  shall  be  done 
when  the  corporation's  property  is  in  one  of  the  States  and  the 
stockholder  in  another?     For  this  purpose  should  the  States  be 
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treated,  inter  se,  as  separate  countries,  or  as  something  like  coun- 
ties of  the  same  country?  The  systems  of  corporate  taxation  indi- 
cate a  difference  of  opinion  upon  this  question,  and  the  diversity 
of  results  is  natural  and  reasonable,  corresponding  to  a  difference, 
perhaps  a  change,  in  the  attitude  of  the  minds  of  our  legislators. 

Another  source  of  difficulty  is  that  corporations  are  very  likely 
to  possess  in  diverse  jurisdictions  property  of  which  the  value  is 
chiefly  due  to  the  existence  of  the  whole  inseparable  undertaking 
as  one  great  machine,  a  going  concern — a  railway,  for  exam- 
ple— and  as  to  which,  obviously,  taxation  should  be  exacted  by 
each  jurisdiction  neither  upon  the  entire  value  of  the  machine  nor 
upon  the  value  of  the  local  part  considered  as  severed  and  com- 
paratively valueless. 

Again,  there  is  the  additional  difficulty  that  the  system  of  taxa- 
tion adopted  must  neither  conflict  with  that  exclusive  power  to 
regulate  interstate  commerce  which  resides  in  the  Federal  Govern- 
ment nor  transgress  the  inhibition  of  the  Fourteenth  Amendment 
against  a  State's  taking  property  without  due  process  of  law  or 
denying  to  any  person  the  equal  protection  of  the  laws. 

Further,  there  is  a  great  difference  in  corporations.  A  manufac- 
turing corporation — its  property  being  situated  in  one  place,  the 
business  being  not  of  a  quasi-public  nature,  and  no  practical 
monopoly  being  enjoyed — is  much  more  like  a  natural  person  or  a 
partnership  than  is  a  corporation  engaged  in  railway  business; 
and  the  diversities  between  corporations  thus  lead  properly  to 
diversities  in  methods  of  taxation. 

The  difficulties  attendant  upon  corporate  taxation  have  not  yet 
been  exhausted,  but  no  doubt  the  reader  now  appreciates  that  the 
diversities  found  in  the  various  States  are  due  not  to  carelessness 
or  ignorance  but  to  the  inherent  difficulties  of  the  subject.  Per- 
haps a  further  aid  in  appreciating  the  attitude  of  the  various 
States  will  be  found  in  the  knowledge  that  in  each  State  there  has 
had  to  be  an  historical  development,  each  State  having  necessarily 
started  with  an  attempt  to  treat  corporations  precisely  as  private 
individuals  were  treated.  In  some  States  the  growth  of  a  special 
system  of  corporate  taxation  has  been  retarded  by  constitutional 
provisions  to  the  effect  that  taxation  must  be  uniform.  It  is 
inevitable  that  the  development  of  a  distinct  system  of  corporate 
taxation  should  be  more  rapid  in  some  States  than  in  others,  and 
that  some  States  should  have  made  extraordinary  progress  in  dis- 
tinguishing one  sort  of  corporation  from  another. 
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Kinds  of  Corporations. 

Probably  the  earliest  important  class  of  business  corporations 
is  what  may  be  termed  financial  companies,"  engaging  in  banking 
and  insurance  business.  Next  in  point  of  time  come  transporta- 
tion and  other  public-service  companies.  Finally,  the  corporate 
fonn  has  extended  to  general  industrial  and  commercial  enter- 
prises, commonly  referred  to  as  "general  business  corporations.** 

The  financial  corporations,  partly  by  reason  of  their  early 
development  and  consequent  opportimity  for  evolving  a  proper 
system  of  taxation,  and  partly  by  reason  of  their  close  super- 
\'ision  by  the  State,  have  settled  down  under  a  somewhat  imiform 
sj'stem  of  taxation,  which  collects  the  revenue  from  the  corpora- 
tion itself,  based  upon  information  required  to  be  suppUed  in 
the  form  of  public  reports  relating  to  deposits,  assets,'  or  premimns 
received.  In  any  discussion  of  the  modem  problem  of  corporate 
taxation,  therefore,  this  class  may  be  for  the  most  part  eliminated. 

A  highly  in&portant  class  of  corporations  from  the  standpoint 
of  public  revenue  is  that  known  as  pubUc-service  companies, 
embracing  railroads,  street  railroads,  telephone,  telegraph,  gas,  elec- 
tric light  and  power,  express,  car,  and  water  companies.     They 
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Of  the  2^5  corporations  shown  in  the  above  table  64  per  cent  were  created  in 
New  England,  the  SUtes  next  in  order  being  New  York,  Virginia,  and  Pennsylvania. 
Banks  and  insurance  companies  make  up  24  per  cent  of  the  total  number. 


14  Taxation  oi^  corporations. 

come  next  in  point  of  time  after  those  classed  as  financial  com- 
panies, but  there  has  been  developed  as  yet  no  uniform  system 
of  taxing  them.     The  original  "property  tax"  has  proven  espe- 
cially defective  in  reaching  this  class  of  companies.     They  enjoy 
advantages    in    business,    amounting    often    to    monopoly,    and 
therefore   possess  peculiar  earning  capacity;  but  in  some  cases 
they  own  little  or  no  property.     Usually,  however,  the  difficulty 
with  this  class  is  quite  different,  for  usually  they  own  property, 
and  their  property  is  likely  to  extend  over  too  much  territory  to 
be  uniformly  reached  by  the  local  taxing  officials.     This  class  of 
corporations  has  recently  received  a  great  degree  of  attention 
from  taxation  commissions,  and  there  is  a  tendency  toward  an 
abandonment  of  property  as  a  basis  of  taxation  in  favor  of  a 
tax  levied  upon  gross  receipts. 

Taxation  of  corporations  of  a  general  nature,  such  as  manufac- 
turing and  mercantile  companies,  has  received  less  development 
than  taxation  of  any  other  corporations,  and,  in  fact,  in  many  of 
the  States  these  corporations  have  been  left  entirely  to  the  general 
property  tax.  In  considering  this  class  of  corporations  there  is 
always  present  the  tendency  to  sacrifice  revenue  to  the  policy  of 
encouraging  industry  and  trade. 

The  three  general  classes  above  referred  to  are  not  distinguished 
by  any  clear  lines  of  demarcation.  The  tendency  toward  the 
subdivision  of  corporations  into  classes  for  the  purpose  of  taxa- 
tion is  still  in  progress,  and  is  one  of  the  noteworthy  features 
attendant  upon  the  working  out  of  the  subject.  A  recent  illus- 
tration is  found  in  the  report  of  the  Massachusetts  Taxation 
Commission  of  1908.  It  has  been  found  that  a  very  carefully 
planned  classification  of  corporations,  established  in  that  State 
as  late  as  1903  in  the  general  business  corporation  law,  now  needs 
amendment  for  the  purpose  of  separating  corporations  engaged 
in  industry  and  manufacture  from  those  of  purely  a  commercial  or 
trading  nature. 

Legal  and  Constitutional  Obstacles. 

There  have  been  many  legal  difficulties  in  the  way  of  a  read- 
justment of  taxation  systems  in  the  various  States  which  have 
served  to  complicate  matters,  but  it  will  only  be  necessary  for 
the  present  purpose  to  refer  to  a  few  that  have  caused  the  greatest 
concern  and  that  have  been  present  at  all  times.  The  decisions 
of  the  United  States  Supreme  Court,  under  the  interstate  com- 
merce clause  of  the  Constitution,  prohibit  any  tax  on  the  part 
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of  the  State  which  is  in  effect  a  tax  upon  interstate  commerce* 
The  specnal  taxation  of  corporations  has  tended  strongly  towar4 
gross  receipts  as  a  basis  in  place  of  value  of  property.     So  long 
as  this  tax  is  confined  to  receipts  from  business  done  wholly  within 
a  State  no  conflict  with  the  Federal  Constitution  arises,  but  it 
has  been  held  to  be  beyond  the  power  of  a  State  to  assess  receipts 
derived  from  interstate  business.     This  difficulty  has  been  in  a 
measure  obviated  by  several  States  through  a  tax  called  in  the 
statutes  a  "franchise  tax  ".or  "excise  tax,*'  and  not  a  "gross- 
receipts  tax,'*  yet  using  the  amount  of  gross  receipts  as  the  real 
measure  of  the  basis  of  the  tax;  and  this  has  been  sustained.     In 
Vermont  the  difficulty  is  obviated  by  giving  the  tax  on  a  railway's 
gross  receipts  as  an  optional  alternative  to  a  higher  tax  on  property. 
Also  the  taxing  power  of  the  State  has  absolute  limits  placed 
upon  it  by  the  fourteenth  amendment  to  the  Federal  Constitution, 
and  every  state  system  of  taxation  must  square  with  the  require- 
ment of  that  amendment  that  property  shall  not  be  taken  without 
due  process  of  law;  and  even  with  due  process  the  State  may  not 
deny  to  anyone  within  its  jurisdiction  the  equal  protection  of  the 
law.    The  Supreme  Court  of  the  United  States  has  specifically 
held  that  this  amendment  applies  to  corporations,  and,  further, 
that  it  can  be  invoked  against  the  tax  laws  of  the  States. 

Again,  many  state  constitutions  were  drafted  when  the  general 
property  tax  occupied  the  whole  field,  and  provisions  were  placed 
in  them  with  a  view  to  strengthen  the  system  and  make  it  uniform 
in  its  application.  With  the  failure  of  the  general  property  tax  to 
meet  modem  conditions  attempts  to  substitute  something  in  its 
place  have  in  many  instances  violated  these  provisions.  The  only 
relief  from  this  lies  in  the  abandonment  of  these  limitations  upon 
the  power  of  taxation. 

Practical  and  Theoretical  Importance  of  Corporate  Taxation. 

Lest  it  be  thought  that  the  difficulties  of  corporate  taxation 
render  the  subject  hardly  worth  the  labor  that  must  be  bestowed 
upon  it,  it  should  be  pointed  out  that  there  are  reasons  making 
it  peculiarly  important  to  the  practical  man  and  peculiarly  attract- 
ive to  the  theorist. 

The  practical  man  need  hardly  be  told  that  the  growth  of  the 
corporate  form  of  doing  business  has  cast  a  vast  amount  of  prop- 
ertyinto  the  hands  of  corporations,  and  that  this  amount  is  destined 
to  increase  both  absolutely  and  in  comparison  with  private  hold- 
ings.   To  state  the  matter  in  another  way,  a  growing  fraction  of 
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each  man's  wealth  is  being  invested  in  the  shares  and  bonds  of 
corporations.  The  system  of  taxing  corporations  and  corporate 
securities  is  consequently  of  vast  importance  both  to  each  citizen 
and  to  the  public  as  a  whole.  As  a  practical  matter  it  is  quite  as 
important  as  the  system  of  taxing  farms,  residences,  and  the 
estates  of  decedents.  In  short,  it  can  not  be  ignored ;  and  despite 
the  difficulties  of  the  subject  many  busy  men  wish  to  learn  what 
are  the  methods  already  adopted  and  what  are  their  results. 

Again,  the  theorist,  as  distinguished  from  the  man  of  business, 
finds  in  corporate  taxation  a  peculiarly  promising  field  for  dis- 
cussion. Here,  as  nowhere  else,  it  is  practicable  to  adopt  a 
theoretically  perfect  system.  Publicity  can  easily  be  made  a 
characteristic  of  all  corporations.  The  items  and  value  of  a 
corporation's  property,  whether  tangible  or  intangible,  can  be 
easily  ascertained.  So  can  the  names  and  holdings  of  stock- 
holders and  sometimes  of  bondholders.  Further,  here  is  a  place 
where  the  theoretically  perfect  test — ability  to  earn — can  be 
applied  in  practice  as  a  means  of  ascertaining  the  proper  amount 
of  taxes  to  be  paid.  It  has  been  pointed  out  that  in  practice  the 
earning  capacity  of  a  natural  person  can  not  be  ascertained  and 
is  not  conceivable  as  a  basis  for  taxation,  and  that  hence  actual 
savings  or  earnings  must  be  taken  as  a  basis.  In  the  case  of  a 
corporation,  however,  all  this  is  changed.  The  market  value  of 
the  stock  depends  not  wholly  upon  past  earnings,  but  also,  and 
chiefly,  upon  the  supposed  ability  to  earn  in  the  future.  It  should 
not  be  forgotten,  then,  that  whenever  corporations  or  their  stock- 
holders are  taxed  upon  the  basis  of  stock  quotations  they  are 
taxed  in  a  way  which  places  a  peculiar  burden  upon  them.  Doubt- 
less it  is  a  burden  which  is  theoretically  correct  and  which  is 
balanced  by  the  advantages  enjoyed;  but  it  is  a  peculiar  burden, 
nevertheless,  and  its  present  and  increasing  importance,  as  well 
as  the  comparative  ease  of  determining  the  value  of  corporate 
property,  may  well  be  taken  into  account  when  one  discusses 
whether  it  is  to  the  public  interest  to  encourage  the  formation  of 
corporations. 

New  England  Methods  of  Corporate  Taxation. 

New  England  presents  several  more  or  less  distinct  methods  of 
corporate  taxation,  namely,  a  method  closely  approximating  that 
used  with  reference  to  natural  persons,  another  based  upon  capital 
stock — on  either  par  or  market  value,  and  in  Connecticut  with 
bonds  added — another  based  upon  gross  receipts,  and  another 
based  upon  mileage. 
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Method  Analogous  to  Taxation  of  Natural  Persons. 

The  method  adopted  as  to  manufactviring  corporations — except 

in  Massachusetts — closely  resembles  the  method  as  to  natural 

persons,  for  the  tax  on  capital  stock  in  Maine  and  Vermont  is 

hardly  more  than  a  fee.     The  same  is  true  in  Rhode  Island  as  to 

all  corporations  except  as  indicated  hereinafter  under  gross  receipts. 

Method  based  on  Corporate  Excess. 

The  method  adopted  in  Massachusetts  as  to  manufacturing 
corporations  and  all  others,  except  foreign  manufacturing  and 
mercantile  corporations,  rests  upon  '*  corporate  excess,**  namely, 
the  market  value  of  the  capital  stock  diminished  by  the  assessed 
value  of  tangible  property  taxed.  In  Connecticut  this  method, 
somewhat  modified,  is  applied  to  steam  and  street  railway  com- 
panies. The  modification  in  Connecticut  consists  in  treating 
bonds  as  if  they  were  stock. 

In  measuring  a  corporation's  duty  to  pay  taxes,  how  should  its 
outstanding  bonds  be  treated?  This  is  a  subject  on  which  there  is 
much  unnecessary  misconception.  Evils  have  arisen  in  practice  as  a 
result  of  this  misconception,  and  it  is  therefore  desirable  to  state 
briefly  the  rather  simple  principles  which  are  actually  involved. 

The  question  can  be  best  illustrated  by  a  comparison  of  the 
Massachusetts  and  Connecticut  systems  as  applied  to  transpor- 
tation companies.  Massachusetts  taxes  the  corporate  excess  of 
these  companies,  to  wit,  the  market  value  of  their  stock,  less  the 
value  of  the  tangible  property  otherwise  taxed,  and  then  also 
taxes  the  bonds  to  the  holders.  Connecticut,  on  the  other  hand, 
taxes  to  these  companies  the  same  corporate  excess,  to  wit,  the 
market  value  of  the  stock  less  the  property  already  taxed,  but 
adds  to  this  taxed  value  the  value  of  the  bonded  indebtedness 
and  does  not  tax  these  bonds  in  the  hands  of  the  holders.  The 
one  State  divides  the  total  tax  by  taxing  the  corporate  excess  to 
the  corporation  and  the  bonds  to  the  owners,  while  the  other 
taxes  the  sum  of  these  two  solely  to  the  corporation. 

Properly  analyzed,  the  difference  is  not  one  of  principle,  but  of 
practical  expediency,  the  Massachusetts  system  being  that  of  an 
exact  theory,  the  Connecticut  system  being  that  of  practical 
expediency,  for  in  theory,  of  course,  it  is  absurd  that  a  corporation 
should  itself  be  taxed  on  its  debts.  The  phrase  that  ''bonds  repre- 
sent assets,"  so  frequently  used,  is  both  untrue  and  misleading. 
No  debt  "represents"  assets  of  the  debtor.  The  bond  is  nothing 
more  than  partial  evidence  tending  to  show  that  the  debtor  at  one 
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time  did  receive  an  amount  of  assets  equal  to  tlie  face  of  the  bond, 
but  it  is  no  proof  that  he  now  possesses  those  assets.  If  he  does 
possess  them,  they  remain  in  most  cases  subject  to  the  Uen  of  the 
bonds,  and  their  value  to  him  is  reduced  by  the  amount  of  that  lien. 

The  Massachusetts  system,  therefore,  which  does  not  tax  bonds 
to  the  corporation,  is  theoretically  correct.  The  advantage  of  the 
Connecticut  system,  however,  is  a  purely  practical  one,  namely, 
that  it  is  substantially  impossible  to  tax  corporate  bonds  in  the 
hands  of  their  holders  because  of  easy  concealment.  The  Connecti- 
cut system,  therefore,  exempts  these  bonds  in  the  hands  of  the 
holders  and,  crudely  speaking,  *' stops  the  tax  at  its  source**  by 
taxing  the  bonds  to  the  corporation  itself  and  thus  making  the 
corporation  the  agent  to  collect  the  taxes  on  these  assets — the 
assets  of  others,  indeed,  but  assets  not  ascertainable  in  the  hands 
of  those  others. 

The  Connecticut  system  is  practically  justifiable,  indeed,  but  only 
when  two  basic  facts  are  kept  in  mind — first,  that  the  bonds  be  not 
taxed  in  the  hands  of  the  holders,  and,  second,  that  the  corpora- 
tion in  paying  a  tax  on  its  bonded  indebtedness  is  not  paying  it  on 
its  own  assets. 

Any  obscuring  of  these  two  points — any  taxing  of  bonds,  both 
to  the  holders  and  to  the  corporation,  or  any  belief  that  bonds 
actually  are,  or  actually  represent,  assets — leads  at  once  to  imjust 
double  taxation.^ 


^  The  point  as  to  the  taxation  of  a  corporation's  bonds  may  be  shown  by  formulae, 
as  follows:  The  total  market  value  of  the  capital  stock  issued  =  capital  paid  in  -f~ 
proceeds  of  bond  issues  di  profit  and  loss  not  yet  distributed  -}-  debts  owed  to  the  cor- 
poration —  par  and  interest  on  bonds  —  other  indebtedness  +  good  will;  or,  more 
briefly,  market  value  =  assets  —  liabilities  -|-  good  will.  In  other  words,  market 
value  =  tangible  assets  -f-  intangible  assets  —  liabilities  -|-  good  will;  or,  transposing, 
market  value  —  tangible  assets  =  intangible  assets  —  liabilities  +  good  will.  From 
an  inspection  of  the  foregoing  formulae  it  is  clear: 

(i)  That  if  the  corporation  pays  taxes  on  tangible  assets,  and  also  on  market  value 
minus  tangible  assets,  its  payments  do  not  cover  a  tax  on  its  liabilities,  and  its  liabili- 
ties escape  taxation  unless  they  are  taxed  in  the  hands  of  their  owners. 

(2)  That  on  the  same  hypothesis  the  corporation  which  has  only  tangible  assets  and 
is  not  permitted  to  deduct  liabilities  pays  in  effect  a  tax  on  those  liabilities. 

(3)  That  if  bondholders  are  taxed,  the  corporation's  assets,  whether  tangible  or 
intangible,  should  be  diminished  for  purposes  of  taxation  by  the  amount  of  such  bonds. 

(4)  That  if  bondholders  are  not  taxed,  the  corporation's  assets,  whether  tangible 
or  intangible,  should  not  be  so  diminished. 

(5)  Hence,  that,  if  it  seems  advisable  not  to  tax  personally  bondholders  or  other 
creditors,  the  corporation  should  pay  on  three  items,  namely,  (a)  tangible  assets, 
{b)  market  value  minus  tangible  assets,  (c)  liabilities. 

(6)  Finally,  it  should  be  perceived  that  the  preceding  paragraph  causes  the  corpora- 
tion to  pay  on  its  liabilities  not  as  representing  its  own  ability  to  pay  but  as  represent- 
ing the  ability  of  its  creditors,  and  that  it  is  entitled  to  a  credit  from  those  creditors. 
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Certain  interesting  legal  questions  possibly  exist  as  to  the  rela- 
tion between  the  Connecticut  system  and  the  views  of  the 
Supreme  Court  of  the  United  States  as  to  the  unconstitutionality 
of  a  State's  taxing  the  nonresident  holders  of  the  bonds  of  domestic 
corporations.  ° 

Method  based  on  Gross  Receipts. 

The  method  adopted  in  Maine  and  Vermont  as  to  railways,  and 
other  companies  engaged  in  interstate  commerce,  is  a  tax  based  on 
gross  receipts.  In  Rhode  Island  this  method  is  used  as  to  express, 
tel^aph,  telephone,  and  street-railway  companies.  In  Connecti- 
cut it  is  used  as  to  express  companies  only. 

Method  based  on  Mileage. 

The  method  adopted  in  Connecticut  as  to  telegraph  and  tele- 
phone companies  is  based  on  wire  mileage.  Vermont  taxes  tele- 
phone, telegraph,  and  express  companies  on  mileage. 

Taxation  of  Stockholders. 

In  New  Hampshire,  Connecticut,  and  Rhode  Island  the  stock- 
holder in  a  domestic  corporation  is  exempt  from  taxation  in  case 
the  corporation  has  been  adequately  taxed.  In  Massachusetts 
a  stockholder  of  a  domestic  corporation  is  not  taxed.  Except 
in  Massachusetts,  a  similar  privilege  is,  in  theory  or  in  practice, 
granted  to  stockholders  in  foreign  corporations. 

Taxation  of  Bondholders. 

Throughout  New  England  the  bondholder  in  a  domestic  or  for- 
eign corporation  is  in  theory  taxed,  with  the  exception  that  in 
Connecticut  the  bonds  of  railways  operating  in  the  State  are 
exempt. 

Taxation  of  Intangible  Personalty  in  New  England. 

The  problem  of  how  to  tax  what  is  known  as  "intangible  per- 
sonalty," including  rights,  credits,  corporate  securities,  and  money 
at  interest,  is  still  tmsolved  in  New  England  as  it  is  in  other  parts 
of  the  country. 

Shall  intangible  personalty  be  exempt  entirely  from  taxation, 
on  the  theory  that  otherwise  there  is  double  taxation  ?  Shall  it 
be  taxed  with  a  low  uniform  rate  ?  Or  shall  further  attempts  by 
way  of  doomage  and  the  like  be  made  to  collect  the  local  gen- 
w'al  property  tax  thereon? 

''State  Tax  on  Foreign  Held  Bonds,  15  Wall.,  300,  320  (1872). 
79349—09 3 
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Connecticut  is  the  only  New  England  State  that  specifically  and 
directly  taxes  intangible  personalty  to  the  holders  thereof  other 
than  by  the  local  general  property  tax.  There,  stockholders  are 
not  taxed,  nor  are  holders  of  bonds  of  a  railroad  company  oper- 
ating in  the  State.  The  holders  of  other  bonds,  notes,  choses  in 
action,  deposits  in  national  banks,  etc.,  may  elect  to  pay  either  the 
local  general  property  tax  thereon,  averaging  about  $20  a  thou- 
sand, or  a  low  imiform  rate  of  $4  a  thousand  to  the  state  treasurer. 
This  optional  plan  is  imique,  and  the  receipts  under  it  are  increas- 
ing every  year. 

In  Rhode  Island  no  intangible  personalty  is  taxable  to  a  cor- 
poration; and  few  returns  are  made  by  the  corporations  taxable 
on  such  property  in  Maine,  New  Hampshire,  or  Vermont.  In  all 
these  five  States  individuals  are  subject  to  the  local  general  prop- 
erty tax  on  their  bank  deposits,  credits  (except  mortgages  some- 
times), bonds,  and,  to  some  extent,  on  their  stock;  but  the  attempt 
to  collect  has  resulted  in  the  usual  failure. 

The  reasons  for  this  failure  can  be  stated  thus:  First,  intangible 
personalty  can  be  readily  concealed;  second,  the  temptation  to 
conceal  it  is  great,  because  a  general  property  rate  of  $20  a  thou- 
sand often  amotmts  to  half  the  income  from  the  intangible  per- 
sonalty; third,  when  foimd,  such  property  is  taxed  at  its  true  cash 
value,  while  real  estate  is  usually  undervalued;  and,  fourth,  hold- 
ers of  such  property  go  where  they  will  be  taxed  the  lowest. 

The  Massachusetts  Tax  Commission  (1908)  recommend  that  a 
uniform  tax  at  the  rate  of  $3  a  thousand  be  levied  on  this  class  of 
property,  and  that  the  Massachusetts  constitution  be  amended  in 
accordance  with  this  recommendation,  in  case  the  Massachusetts 
supreme  judicial  court  should  decide  that  the  proposed  low  rates 
are  not  *' proportional,"  and  hence  are  unconstitutional.  That 
court  did  so  decide.^ 

The  Maine  Tax  Commission  of  1908  recommend  that  their  legis- 
lature give  serious  consideration  to  the  plan  for  a  low  uniform  rate 
on  intangibles,  stating  that  the  collection  of  such  a  low  tax  would 
be  "  aided  by  a  strong,  favorable  public  sentiment,  so  necessary  in 
the  proper  and  easy  administration  of  any  law." 

The  Vermont  Tax  Commission  of  1908  recommend  a  low  uniform 
tax  rate  on  intangibles,  while  the  New  Hampshire  Tax  Commis- 
sion of  1908  recommend  that  "money  and  securities'*  be  dropped 
from  the  taxable  list. 


a  opinion  of  the  Justices,  195  Mass.,  607  (1908). 
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Summarizing,  it  is  seen  that  the  **low  uniform  rate"  method  is 
popular  in  New  England.  It  already  exists  in  Connecticut,  where 
it  is  giving  satisfaction,  while  commissions  in  three  other  States  of 
this  group  recommend  it. 

Collection  and  Distribution. 

As  to  collection  and  distribution,  the  methods  pursued  in  New 
England  are  not  imiform.  The  common  rule  as  to  taxation  of 
manufacturing  and  mercantile  corporations  is  that  the  tax  is  col- 
lected and  distributed  precisely  as  a  tax  on  natural  persons.  As  to 
taxation  of  transportation  and  transmission  corporations,  the  com- 
mon rule  is  that  the  tax  is  collected  by  a  state  official  and  to  some 
extent  is  distributed  among  the  various  locaUties  according  to  the 
relative  amounts  of  the  corporate  property  situated  therein.  In 
Massachusetts  the  amount  collected  from  such  corporations  is  dis- 
tributed among  the  various  localities  according  to  the  residence 
of  the  stockholders,  the  State  retaining  for  its  own  use  the  frac- 
tion representing  stockholders  who  are  nonresidents.  In  New 
Hampshire  the  amount  collected  from  railroads  is  similarly  dis- 
tributed, and  in  Maine  a  like  distribution  is  made  of  a  part  of  the 
amount  collected  from  railroads,  street  railways,  telegraph,  and 
telephone  companies. 

ion  of  Sources  of  Revenue. 


The  complete  separation  of  state  revenues  from  local  revenues 
has  become  popular  in  the  general  movement  toward  taxation 
reform.  In  this  change  the  tax  upon  corporations  has  to  a  con- 
siderable degree  been  relegated  to  the  State  as  an  appropriate 
source  of  revenue  for  state  purposes,  with  which  we  usually  find 
grouped  revenue  from  inheritances,  and,  to  a  less  degree,  other 
special  sources  of  revenue. 

Per  Cent  of  State  Revenue  from  Special  Taxation  of  Corporations  and 
Per  Cent  op  State  Revenue  from  all  Special  Sources  (i.  e.,  Sources 
other  than  General  Property  Tax). 


State. 


Maine 

New  Hampshire 

Vennont 

Massachusetts 

Rhode  Island 

Connecticut 


From  corpora- 
tions. 

From 
cial  i 

all  six?- 
iourccs. 

48.88 

66.  96 

27.  21 

56.48 

56.45 

98-  93 

35- 09 

70.  18 

39.  78 

64- 39 

83- 54 

100.00 
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Systems  Not 

The  systems  of  corporate  taxation  in  New  England  are  cer- 
tainly not  final.  No  one  of  the  States  is  perfectly  satisfied  . 
Changes  are  made  from  time  to  time.  It  should  be  borne  in  mind, 
therefore,  that  the  description  given  herein  presents  the  systems 
in  force  on  January  i,  1909,  but  footnotes  bring  the  matter  up  to 
April  15,  1909. 


ABSTRACT  BY  STATES. 

Maine. 

Approximately  one-half  of  the  expenses  of  the  Maine  state 
government,  which  amount  to  over  two  and  a  half  million  dollars 
annually,  is  met  by  special  state  taxation  of  corporations. 

The  taxation  of  railroads  in  Maine,  including  street  railways,  is 
based  upon  gross  receipts.  This  law  has  been  sustained  by  the 
Supreme  Court  of  the  United  States  as  not  being  -a  tax  upon 
receipts,  in  which  case  it  would  be  a  tax  upon  interstate  com- 
merce, and  therefore  unconstitutional.  It  was  held  that  receipts 
were  merely  used  as  a  measiu'e  of  the  corporation's  ability  to  pay 
taxes.  This  law  is  known  as  the  Maine  system  of  taxing  railroads. 
Several  States  have  used  it  as  a  model.  From  it  Maine  realizes 
over  $600,000  annually.  Following  this  law,  Maine  now  taxes  her 
telephone,  telegraph,  express,  and  parlor-car  companies  on  the 
basis  of  income. 

The  Maine  incorporation  laws  favor  incorporation  by  persons 
and  businesses  in  no  way  connected  with  Maine.  From  the  sev- 
eral thousand  corporations  taking  advantage  of  the  Maine  laws 
in  this  way  Maine  receives  in  taxes  and  fees  from  interests 
wholly  beyond  her  borders  over  a  quarter  of  a  million  dollars 
annually.  The  basis  of  this  taxation  is  the  same  as  in  other  States 
such  as  New  Jersey,  Delaware,  and  West  Virginia,  namely,  the  par 
value  of  the  capital  stock,  irrespective  of  whether  any  portion  of 
it  is  employed  within  Maine.  Maine  is  the  only  New  England 
State  resorting  to  this  method  for  the  piupose  of  revenue. 

The  item  of  taxes  from  corporations  next  in  importance  is  the 
state  tax  on  deposits  and  assets  of  savings  banks,  producing 
nearly  half  a  million  dollars  a  year. 

The  Maine  Tax  Commission  of  1908  has  recently  sent  in  its 
rqxMt  to  the  legislative. 

New  Hampshire. 

The  total  amoimt  of  revenue  in  New  Hampshire  for  state  pur- 
poses is  a  little  over  a  million  dollars  a  year;  from  the  special  tax- 
ation of  corporations  there  is  derived  for  state  purposcr,  a  little 
over  one-fourth  of  this  amount. 

23 
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Through  a  construction  placed  upon  the  New  Hampshire  con- 
stitution, all  attempts  in  New  Hampshire  to  tax  corporations  upon 
any  other  basis  than  property  have  been  abandoned.  There  is, 
however,  a  central  state  board  which  administers  the  taxation  of 
railroad,  street-railway,  express,  telegraph,  and  telephone  com- 
panies. This  centralized  administration  of  the  law  as  to  these 
corporations  constitutes  the  chief  difference  between  the  taxation 
of  corporations  and  individuals  in  New  Hampshire. 

A  large  portion  of  the  revenue  thus  collected  by  the  State  is 
distributed  to  the  towns  where  the  property  of  the  corporation  is 
located  or  where  its  securities  are  held.  Under  .this  arrangement 
the  allotment  to  the  town  by  the  State  frequently  exceeds  the 
town's  share  of  the  state  expenses,  with  the  unusual  result  that 
the  local  authorities  collect  and  pay  over  to  the  State  hundreds  of 
thousands  of  dollars  under  the  general  property  tax,  while  the 
State  collects  and  turns  over  to  the  towns  hundreds  of  thousands 
of  dollars  collected  from  corporations,  but  also  based  upon 
property. 

The  two  largest  items  collected  by  the  State  from  corporations 
arefrom  railroads  and  savings  banks,  and  amoimt  approximately 
to  a  half  million  dollars  each. 

A  large  part  of  the  railroad  tax  and  practically  all  of  the  bank 
tax  is  distributed  to  the  towns  by  the  State. 

The  New  Hampshire  Tax  Commission  of  1908  has  recently  sent 
in  its  report  to  the  legislature. 

Vermont. 

All  of  the  expenses  of  the  state  government  in  Vermont,  approxi- 
mately a  million  and  a  half  dollars  a  year,  are  met  by  the  special 
taxation  of  corporations  and  by  other  special  taxes  collected  by 
the  State.  The  corporations  are  paying  approximately  56  per 
cent  of  the  total  state  expenses. 

The  chief  feature  of  corporate  taxation  in  Vermont  is  the  policy 
of  providing  in  detail  for  important  corporations  two  methods  of 
taxation  and  permitting  the  corporation  to  elect  to  be  taxed  under 
either  provision.  The  two  systems  have  different  bases,  one  being 
property  and  the  other  receipts.  The  purpose  of  this  alternative 
is  to  avoid  raising  a  constitutional  question  as  to  the  taxation  by 
the  State  of  receipts  from  interstate  business.  The  tax  on  receipts 
is  made  attractive  by  making  it  lower,  and  a  large  number  of  cor- 
porations elect  to  pay  on  this  basis,  and  are  thus  precluded  from 
raising  the  constitutional  question. 
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Another  feature  of  the  Vermont  system  worthy  of  special  note 
is  the  tax  based  upon  par  value  of  capital  stock  and  applied  to 
all  corporations  in  the  State,  domestic  and. foreign,  irrespective  of 
whether  all  the  capital  stock  is  employed  in  Vermont.  This  pro- 
vision extends  also  to  all  unincorporated  associations  doing  business 
in  the  State,  whether  they  have  capital  stock  or  not.  If  a  con- 
cern has  no  capital  stock,  the  tax  is  based  upon  the  *'  deposit;'*  in 
other  words,  the  assets.  While  the  rate  of  this  tax  is  low,  the  scope 
of  its  application — namely,  to  all  corporations  or  associations, 
domestic  or  foreign,  doing  business  in  Vermont — is  as  wide  as  any 
single  provision  of  corporate  taxation  known. 

The  important  items  of  revenue,  as  is  usually  the  case  in  New 
England,  come  from  savings  banks  and  railroads. 

The  report  of  the  Vermont  Tax  Commission  of  1908  was  recently 
submitted  to  the  legislature. 

Massachusetts. 

The  total  expense  of  the  Massachusetts  state  government  in 
1907  was  approximately  $13,500,000.  The  receipts  from  the 
special  taxation  of  corporations  in  Massachusetts  paid  about 
one-third  of  this  sum. 

Massachusetts  is  the  only  New  England  State  which  adopted  a 
theory  of  corf>orate  taxation  at  an  early  date  and  has  consistently 
adhered  to  it.  The  corporation  is  taxed  upon  its  real  estate  and 
tangible  property  in  the  locality  where  the  property  is  situated, 
just  as  property  is  taxed  to  individuals;  and  then  the  state 
tax  commissioner  estimates  the  value  of  the  capital  stock  of  the 
corporation,  deducts  therefrom  the  amount  of  property  taxed  by 
the  locaUties,  and  taxes  the  corporation  upon  the  residue,  called 
the  "corporate  excess."  This  principle  extends  broadly  to  all 
Massachusetts  corporations — financial,  public-service,  and  general 
business.  The  entire  system  of  corporate  taxation  in  Massachu- 
setts is  characterized  by  uniformity  of  theory,  careful  classifica- 
tion of  diflferent  businesseis,  and  expertness  of  administration. 

A  featiu^e  of  the  Massachusetts  system  worthy  of  special  note 
is  that  the  tax  for  state  and  local  purposes  upon  corporate  excess 
is  extended  to  what  is  known  as  *' business  corporations"  (manu- 
facturing and  mercantile).  From  this  class  of  corporations  alone 
there  is  received  over  $2,000,000  of  revenue.  When  it  is  consid- 
ered that  this  large  sum  comes  from  the  taxation  of  the  intangible 
value  of  a  class  of  corporations  which  goes  practically  untaxed 
under  the  systems  of  other  States,  some  idea  of  the  significance  of 
the  Massachusetts  system  is  realized. 
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Opinions  may  differ  as  to  the  application  in  some  cases  of  the 
corporate-excess  system,  but  there  is  no  doubt  of  its  eflFectiveness. 
Not  the  least  of  its  strength  lies  in  the  possibility  of  applying  it 
to  all  classes  of  corporations. 

Referring  to  the  revenue  received  from  the  corporate-excess  tax 
on  that  class  of  corporations  which  always  contributes  a  large  item 
(public-service  companies) ,  the  Commission  of  1907  says  that  prac- 
tically all  recent  legislation  in  other  States  has  included  an  ap- 
proximation toward  the  standard  of  Massachusetts,  adding: 

"The  public-service  corporations  of  Massachusetts  now  contribute  more 
nearly  their  fair  share  to  the  public  revenue  than  do  the  public-service 
corporations  of  other  States." 

Rhode  Island. 

To  corporations  desiring  to  do  business  in  Rhode  Island  the 
tax  system  of  that  State  offers  an  inducement  to  incorporate  under 
her  laws.  This  consists  in  a  deduction  for  actual  indebtedness 
from  taxable  personal  property  to  domestic  corporations  only,  cor- 
porations without  a  Rhode  Island  charter  not  being  allowed  this 
privilege. 

Moreover,  no  corporation  doing  business  in  Rhode  Island  is 
taxed  on  its  intangible  personalty,  such  as  bank  deposits  and  net 
credits.  The  result  is  that  it  is  not  uncommon  for  most,  if  not  all, 
of  the  personal  property  of  a  domestic  corporation  to  escape  tax- 
ation, the  intangible  personalty  not  being  assessed  according  to 
law,  and  the  tangible  personalty  being  canceled  by  indebtedness. 

Perhaps  no  other  State  in  the  Union,  certainly  none  in  New 
England,  applies  the  local  general  property  tax  to  corporations  so 
widely  as  does  Rhode  Island.  Even  her  steam  railroads  are  taxed 
only  locally  on  real  property,  precisely  in  the  same  manner  as  indi- 
viduals. The  classes  of  corporations  in  Rhode  Island  subject  to  a 
special  state  tax  are  not  many.  They  are  savings  banks  and  insur- 
ance, telegraph,  telephone,  street-railway,  and  express  companies. 
The  State  taxes  the  deposits  of  savings  banks  and  the  receipts  or 
earnings  of  the  others.  The  total  state  receipts  from  this  special 
taxation  of  corporations  in  1908  was  nearly  $900,000,  of  which 
savings  banks  paid  nearly  half,  the  insurance  companies  over 
a  third,  and  street-railway,  telegraph,  telephone,  and  express  com- 
panies nearly  a  sixth. 

The  state  general-property  tax,  or  the  proportion  paid  to  the 
State  by  the  towns  from  their  taxes  on  real  and  personal  property. 
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in  1908  was  also  nearly  $900,000.  Part  of  this  state  property  tax 
was  collected  by  the  towns  from  corporations,  but  it  is  practi- 
cally impossible  to  tell  how  much  was  so  collected. 

The  total  receipts  from  all  sources  to  the  Rhode  Island  state 
treasury  for  state  purposes  in  1908  were  $2,153,690.79.  In  con- 
nection with  the  urgent  need  for  more  state  revenue,  as  reported 
by  the  state  treasurer,  it  is  interesting  to  note  the  low  percentage 
of  the  total  state  revenue  derived  from  the  state  taxation  of  cor- 
porations. In  1908  this  was  only  39.78  per  cent — quite  a  contrast 
to  percentages  in  some  of  the  other  States.  In  Connecticut,  for 
instance,  such  a  percentage  is  83.54.  Rhode  Island  is  one  of  the 
very  few  States  having  no  inheritance  tax. 

Connecticiit. 

Over  foiu'-fif ths  of  the  total  revenue  for  state  piuposes  in  Con- 
necticut comes  from  state  taxation  of  corporations.  In  1908  the 
total  state  expenses  were  nearly  three  and  a  half  million  dollars, 
of  which  the  corporations  doing  business  in  Connecticut  contributed 
nearly  three  millions;  and  of  this  three  millions  the  railroads  paid 
over  a  million,  savings  banks  over  half  a  million,  and  insurance 
companies  over  half  a  milhon. 

Since  the  suspension  in  1 890  of  the  state  tax  on  real  and  personal 
property,  there  has  been  a  complete  separation  of  the  sources  of 
state  and  local  revenue.  One  of  the  methods  proposed  for  supply- 
ing an  increase  of  state  revenue  is  the  re-enacting  of  the  state 
general-pro|>erty  tax. 

Another  method  proposed  for  increasing  the  state  income  is  to 
tax  the  corp>orate  excess  of  manufacturing  and  mercantile  corpo- 
rations. Such  corporations,  sometimes  referred  to  as  ''general 
business  corporations,"  are  at  present  taxed  locally  on  property  in 
the  same  manner  as  individuals,  and  therefore  pay  little,  if  any- 
thing, directly  to  the  State. 

In  an  address  before  the  Farmers'  Association  of  the  Legislature 
on  March  10,  1909,  Mr.  Corbin,  State  Tax  Commissioner,  said: 

*'  The  value  of  the  shares  of  the  capital  stock  and  the  indebtedness 
represents  the  fair  value  of  the  property,  tangible  and  intangible,  of 
every  solvent  corporation.    *    *    * 

"When  a  corporation  is  taxed  on  its  property  in  the  same  manner  as 
individuals,  the  aggregate  value  of  the  various  assessment  schedules  may 
fall  far  below  the  value  of  the  entire  business  plant  or  enterprise  of  such 
corporation  considered  as  a  unit  and  measured  by  the  aggregate  value 
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of  its  bonds  and  shares  of  stock.  On  the  theory  that  every  element  or 
factor  which  gives  to  a  corporation  a  value  for  income  or  sale  should  be 
considered  in  fixing  the  taxable  value,  this  unassessed  residuum  may  be 
reached  by  a  tax  which  is  generally  termed  the  tax  on  'corporate 
excess.'      *«   *    * 

*' A  list  of  eighteen  corporations  of  this  State  selected  at  random,  nearly 
all  from  two  cities,  showed  the  bid  value  of  the  stock  as  given  by  the  local 
brokers  on  October  i,  1908,  as  $35,862,250,  while  the  assessed  valuation 
of  these  same  corporations  by  the  local  assessors  was  $12,746,361.  This 
shows  a  *  corporate-excess  *  valuation  of  over  twenty-three  millions  of 
dollars,  not  including  any  bonded  indebtedness.  The  aggregate  of  such 
excess  valuation  of  all  similar  corporations  throughout  the  State  which 
now  escapes  taxation  must  be  very  large.*' 

This  recommendation  means  that  manufacturing  and  mercantile 
corporations  would  be  taxed  in  the  same  way  in  which  Connecticut 
now  taxes  her  railroads.  Indeed,  the  inclusion  of  the  bonded 
indebtedness  as  part  of  the  taxable  value  of  a  railroad  company  is 
unique,  and  is  often  referred  to  as  the  "Connecticut  method.*' 

Another  unique  feature  of  Connecticut's  system  of  taxation,  not 
especially  of  corporations,  is  the  so-called  "chose-in-action*'  tax, 
by  which  holders  of  bonds,  notes,  and  other  choses  in  action  can 
pay  to  the  State  a  low  uniform  rate  of  $4  a  thousand  instead  of  the 
regular  local  property  tax  of  about  $20. 
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I.  GENERAL  VIEW. 
Chic?  Features. 

The  chief  features  of  corporation  taxation  adopted  in  Maine  are 
two: 

First.  A  tax  upon  the  par  value  of  the  capital  stock  of  corpo- 
rations generally. 

Second.  A  tax  upon  the  transportation  and  transmission  receipts 
of  certain  classes  of  public-service  corporations.^ 

General  Corporations — Tax  on  Capital  Stock. 

Domestic  corporations  (except  those  enumerated  in  the  next 
paragraph,  and  banks  and  insurance  companies)  are  taxed  upon 
par  value  of  capital  stock.  This  is  paid  to  the  State.  It  is  for 
state  purposes  and  is  termed  a  *' franchise  tax.'' 

Transportation  and  Transmission  Corporations — Tax  on  Receipts. 

Transportation  and  transmission  corporations  doing  business 
within  the  State  are  taxed  on  gross  transportation  and  transmis- 
sion receipts.  This  is  paid  to  the  State,  for  state  and  local  pur 
poses,  and  is  termed  an  **  excise  tax.'*  It  applies  to  domestic  and 
foreign  railroad,  street-railway,  telegraph,  telephone,  express,  and 
car  companies.  The  details  of  the  tax  vary  for  each  class  of 
company.* 

Local  Taxes  on  Certain  Corporate  Property. 

The  above  ** excise  tax"  is,  for  those  corporations,  in  lieu  of  the 
ordinary  property  tax,  except  that  a  railroad's  buildings,  and  its 
lands  outside  of  the  right  of  way,  a  telegraph  and  telephone  com- 

a  These  features  are  not  peculiar  to  this  State.  The  tax  first  above  mentioned  is 
employed  in  New  Jersey,  Delaware,  West  Virginia,  and  elsewhere.  The  second  tax 
has  been  in  recent  years  extensively  in  effect,  and  it  has  been  highly  recommended 
by  various  commissions  on  corporate  taxation  as  especially  appropriate  for  corpora- 
tions engaged  in  public  callings. 

6  As  to  interstate  commerce,  there  is  a  careful  attempt  to  confine  taxation  within 
the  limits  permissible  under  the  Constitution  of  the  United  States.  Substantially 
the  present  Maine  statute  basing  the  tax  on  railroad  receipts  has  l)een  upheld  by  the 
Supreme  Court  of  the  United  States.     See  pp.  36,  44,  infra. 
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pany's  real  estate,  and  an  express  company's  real  estate  are  taxed 
locally.  The  local  tax  on  real  estate  of  express,  telegraph,  and 
telephone  companies  is  deducted  from  the  tax  on  receipts.  Manu- 
facturing, mining,  smelting,  gas,  water,  and  electric  lighting,  heat- 
ing, and  power  companies  are  taxed  chiefly  upon  tangible  property. 

Stockholders  and  Bondholders — Tax  on  Securities  Held. 

Shares  of  stock  and  bonds  (domestic  and  foreign)  are  taxed 
locally  to  the  holder  as  personal  property.  To  prevent  double 
taxation,  however,  the  tax  on  shares  is  reduced  in  accordance  with 
the  amount  paid  by  the  corporation  upon  its  tangible  property. 
Special  provisions  of  corporate  taxation  have  abolished  the  tax  on 
shares  to  the  holder  for  railroad,  street-railway,  telegraph,  tele- 
phone, manufacturing,  mining,  smelting,  agricultural,  and  stock- 
raising  companies.  ** 

Foreign  Corporations. 

There  are  no  special  provisions  for  taxing  foreign  corporations 
except  insurance  companies  and  banks,  and  except  certain  trans- 
portation and  transmission  companies,  as  shown  in  the  foregoing 
paragraph  on  taxation  of  receipts.   . 

Administration. 

The  whole  administration  of  corporation  taxation  by  the  State 
is  in  the  hands  of  one  central  body,  the  Board  of  State  Assessors, 
which  board  has  other  duties  also.  The  members  of  the 'board, 
three  in  number,  are  chosen  by  the  legislature  for  a  term  of  six 
years,  one  being  elected  every  two  years.  ^ 

«  Inquiry  indicates  that  little  or  no  revenue  is  obtained  from  the  taxation  of  shares 
to  the  holder  as  personal  property. 

b  Sources  of  revenue  in  Maine: 

Towns. — (a)  The  towns  and  cities  derive  their  revenue  from  polls  and  property; 
(6)  they  also  receive  a  portion  of  the  corporation  tax  as  hereinafter  explained;  (c)  cer- 
tain business  taxes  and  licenses. 

Counties. — (a)  The  revenue  of  the  county  is  derived  from  the  towns,  which  levy 
it  upon  property  and  polls;  (6)  fines  and  penalties  in  criminal  cases;  (f)  fees  of 
county  officers. 

State. — (a)  A  certain  amount  is  assessed  directly  upon  towns  and  is  by  them  levied 
uponproperty  and  polls;  (6)  business  taxes  and  licenses;  (r)  corporation  taxes;  (J)  in- 
heritance tax;  (c)  fees. 
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n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  THE 

STATUTES. 

Constitution. 

The  constitution  of  Maine  contains  no  passage  dealing  directly 
with  the  taxation  of  corporations;  but,  as  to  taxation  in  general, 
it  contains  the  following  provisions,  which  may  be  of  consequence 
in  determining  the  validity  of  any  suggested  form  of  corporate 
taxation: 

•*  No  tax  or  duty  shall  be  imposed  without  the  consent  of  the  people  or 
of.  their  representatives  in  the  legislature."*     (1819.) 

''  While  the  public  expenses  shall  be  assessed  on  polls  and  estates,  a 
general  valuation  shall  be  taken  at  least  once  in  two  years."*     (1819.) 

"  All  taxes  upon  real  and  personal  estate,  assessed  by  authority  of  this 
State,  shall  be  apportioned  and  assessed  equally,  according  to  the  just 
value  thereof."*'     (1819;  as  amended,  1875, by  inserting  "dnd  personal. ") 

<»  Art.  I,  sec.  22. 
*  Art.  IX,  sec.  7. 
<^  Art.  IX,  sec.  8. 

In  view  of  the  constitutional  provisions  requiring  all  taxes  upon  property  to  be 
apportioned  equally,  according  to  the  just  value,  it  has  t)een  contended  that  railroads 
and  other  enterprises  can  not  be  aided  by  loans  or  by  exemption  from  taxation,  since 
such  aid  relieves  these  enterprises  from  a  burden  and,  at  any  rate,  rests  a  disproportion- 
ate burden  upon  others.  Hence  has  arisen  a  series  of  decisions  making  a  distinction 
between  private  and  public  or  quasi-public  enterprises.  It  should  be  borne  in  mind, 
also,  that  there  is  now  a  constitutional  provision,  dating  from  1875,  that  "the  legis- 
lature shall  never,  in  any  manner,  suspend  or  surrender  the  jx)wer  of  taxation." 
Const.,  Art.  IX,  sec.  9. 

Under  a  statute,  now  repealed,  a  tax  upon  railroads  of  i>^  per  cent  upon  the  value 
of  **the  roadways,  rolling  stock,  and  franchises"  was  upheld  as  a  franchise  tax,  being 
a  tax  upon  the  use  of  the  property  or  business,  and  not  upon  the  business  itseff,  and 
hence  not  in  conflict  with  the  constitutional  provision  that  all  taxes  on  real  and  per- 
sonal estate  shall  be  apportioned  and  assessed  equally,  according  to  the  just  value 
thereof.     State  r.  Maine  Central  Railroad,  74  Me.,  376  (1883). 

An  act  of  1850  was  upheld  which  authorized  a  city  to  issue  bonds  as  a  loan  of  secu- 
rity for  aid  in  constructing  a  railroad.  Augusta  Bank  v.  Augusta,  49  Me.,  507  (1860)^ 
an  early  and  important  case  on  this  subject.  It  has  been  held  that  a  tax  for  the  aid 
of  a  railroad,  being  a  tax  for  a  public  purpose,  can  not  be  levied  upon  only  a  part  of 
a  town,  and  that  this  rule,  based  partly  upon  the  constitutional  provision  that  taxes 
upon  real  estate  shall  be  apportioned  equally,  can  not  be  successfully  evaded  by 
creating  the  taxed  portion  of  the  town  into  a  corporation  for  the  sole  purpose  of  this 
taxation,  the  town  remaining  undivided  for  all  other  purjxases.  Dyar  v.  Farmington 
Village  Corporation,  70  Me.,  515  (1878).  See,  however,  Mayo  v.  Dover  and  Foxcroft 
Village  Fire  Co.,  96  Me.,  539  (1902). 

In  1871  the  majority  of  the  Supreme  Judicial  Court  answered  in  the  negative  these 
questions  of  the  house  of  representatives:  "Has  the  legislature  authority  under  the 
constitution  to  pass  laws  enabling  towns,  by  gifts  of  money  or  loans  of  bonds,  to  assist 
individuals  or  corporations  to  establish  or  carry  on  manufacturing  of  various  kinds, 
within  or  without  the  limits  of  said  towns?  And  if  towns  thus  authorized  may  assist 
private  parties,  may  they  go  further  and  establish  manufactories  entirely  on  their 
own  account  and  run  them  by  the  ordinary  town  officers  or  otherwise? "  Opinions  of 
the  Justices,  58  Me.,  590  (1871). 

In  accordance  with  that  view  the  court  declared  unconstitutional  an  act  which 
authorized  a  town  to  lend  its  credit  to  a  steam  sawmill  and  gristmill,  the  court  being 
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*^The  legislature  shall  never,  in  any  manner,  suspend  or  surrender  the 
power  of  taxation/'  *     (1875.) 

Statutes.  * 

statutes  on  general  taxation. 

A  State's  general  provisions  respecting  taxation,  whether  they 
be  applicable  to  corporations  or  not,  obviously  have  bearing  upon 
the  question  whether  the  State's  mode  of  taxing  corporations  is 
harmonious  with  its  general  theory.     Yet  the  general  provisions 

of  opinion  that  it  is  for  the  court  and  not  for  the  legislature  to  determine  what  is  a 
public  use.     Allen  v.  Inhabitants  of  Jay,  60  Me.,  124  (1872). 

Similarly,  the  legislature  having  enacted  that  towns  might  exempt  from  taxation 
for  ten  years  manufacturing  establishments  thereafter  created,  where  the  capital 
invested  exceeded  $2,000,  and  a  town  having  voted  exemption  accordingly,  the  court 
declared  this  exemption  unconstitutional.  Brewer  Brick  Co.  v.  Inhabitants  of  Brewer, 
62  Me.,  62  (1873);  Famsworth  Co.  v.  Inhabitants  of  Lisbon,  62  Me.,  451  (1873). 

Yet  it  was  decided  to  be  within  the  power  of  the  legislature  to  authorize  a  city  to 
exempt  from  taxation  for  a  term  of  years  a  water  company,  in  consideration  of  a 
promise  to  furnish  free  of  cost  water  for  municipal  purposes;  for  there  was  a  contract 
with  consideration,  the  property  was  devoted  to  a  public  use,  and  the  lack  of  uniform- 
ity of  taxation  as  to  waterworks  throughout  the  State  might  be  explained  by  the 
absence  of  uniformity  in  benefits  to  the  public,  and  the  delegation  of  legislative  power 
to  the  city  council  in  this  instance  was  unobjectionable,  being  as  to  a  local  matter. 
Portland  v.  Portland  Water  Co.,  67  Me.,  135  (1877). 

o  Art.  IX,  sec.  9. 

Although  it  has  been  conceded,  with  some  reluctance,  that  before  the  provision 
added  to  the  constitution  in  1875  (Const.,  Art.  IX,  sec.  9),  it  was  within  the 
legislative  power  to  exempt  railroads  from  taxation,  words  granting  such  exemption 
have  not  been  construed  liberally. 

When  there  was  a  consolidation  of  several  railroads,  some  of  which  had  enjoyed  by 
their 'charters  an  exemption  from  general  taxation,  upon  certain  conditions,  and  the 
act  authorizing  the  consolidation  provided  that  there  should  be  a  new  corporation 
with  "the  powers,  privileges,  and  immunities  possessed  by  each  of  the  corporations," 
it  was  held  that  the  conditional  exemption  was  not  one  of  these  immunities,  for  exemp- 
tion from  taxation  is  not  to  be  inferred  otherwise  than  from  clear  language,  and  in 
this  instance  the  consolidated  corporation  did  not  have  the  duty  or  the  ability  to 
perform  the  conditions  which  had  been  connected  with  the  previous  exemptions* 
State  V.  Maine  Central  Railroad  Co.,  66  Me.,  488  (1877). 

It  has  been  held,  upon  the  authority  of  the  decisions  of  the  Supreme  Court  of  the 
United  States,  that  before  the  constitution  of  Maine  forbade  the  legislature  to  sus- 
pend or  surrender  the  power  of  taxation,  the  legislature  could  exempt  a  railroad 
from  taxes,  and  that  an  exemption  was  contained  in  a  charter  which  said,  "  no  other 
tax  than  herein  is  provided  shall  ever  be  levied  or  assessed  on  said  corporation  or 
any  of  their  privileges  or  franchises,"  and  that  the  legislature  may  not  "impose  any 
other  or  further  duties,  liabilities,  or  obligations,"  that  these  provisions  prevented 
the  application  of  a  previous  act  which  reserved  a  power  of  amending  acts  of  incor- 
poration when  there  was  no  "express  provision  to  the  contrary."  State  r.  Dexter 
and  Newport  Railroad  Co.,  69  Me.,  44  (1879);  State  v.  Knox  and  Lincoln  Railroad 
Co.,  78  Me.,  92  (1886). 

ft  Except  as  otherwise  indicated,  the  references  given  hereinafter  for  Maine  are  to 
the  Revised  Statutes  of  Maine,  passed  September  i,  1903,  taking  effect  January  1. 1904. 
The  statutes  passed  since  then  have  been  consulted.  On  April  26, 1909,  the  secretary 
of  the  Board  of  State  Assessors  wrote  that  no  new  laws  affecting  the  taxation  of  cor- 
porations had  been  enacted  by  the  1909  session  of  the  legislature. 
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respecting  taxation  are  so  similar  from  State  to  State  that  it  seems 
unnecessary  to  present  them  in  each  instance.  Some  of  the  gen- 
eral provisions  of  Maine  are  presented  as  a  fair  sample  of  those 
found  throughout  New  England. 

The  chief  general  provisions  of  Maine  are: 


PoU 

That  a  poll  tax  shall  be  assessed  locally  upon  every  male  inhabitant 
above  the  age  of  twenty-one,  whether  a  citizen  of  the  United  States  or 
an  alien,  and  this  poll  tax  shall  not  exceed  three  dollars  and  shall  not  be 
less  than  one  dollar,  and  that  it  shall  be  assessed  on  each  person  in  the 
place  where  he  is  an  inhabitant  on  the  first  day  of  April." 

Realty. 

That  all  real  property  within  the  State  shall  be  subject  to  taxation — 
including  buildings  and  including  interest  in  timber  and  improvements 
on  public  lands  and  including  interest  by  contract  iii  land  exempt  from 
taxation — and  shall  be  assessed  in  the  town  where  the  estate  lies,  to  the 
owner  or  person  in  possession  on  the  first  day  of  April,  and  that  the  mort- 
gagor of  real  estate  shall  be  deemed  the  owner  until  the  mortgagee  takes 
possession.  ^ 

Personalty  of  Residents. 

That  all  personal  property  of  inhabitants  of  the  State  shall  be  subject 
to  taxation — including  goods,  chattels,  moneys,  and  effects,  wheresoever 
they  are,  vessels  at  home  or  abroad,  obligations  for  money  or  other  prop- 
erty, money  at  interest,  and  debts  due  the  persons  taxed  more  than  they 
are  owing,  public  stocks  and  securities,  shares  in  corporations  within  or 
without  the  State,  except  as  otherwise  provided,  annuities  when  the  capital 
of  such  annuity  is  not  taxed  in  this  State,  and  all  other  property — and 
that  all  personal  property  within  or  without  the  State  shall  be  assessed 
to  the  owner  in  the  town  wherein  he  is  an  inhabitant,  ex-cept  that  per- 
sonal property  employed  in  trade  or  in  erecting  buildings  or  vessels  or  in 
the  mechanic  arts,  shall  be  assessed  where  employed,  if  the  owner  or  his 
subcontractor  occupies  there  a  store,  shop,  mill,  wharf,  landing  place,  or 
shipyard;  and  except  that  mules,  horses,  neat  cattle,  sheep,  and  swine 
shall  be  assessed  where  they  are  kept,  otherwise  than  temporarily;  and 
except  also  that  there  are  special  provisions  as  to  the  place  of  assessment 
of  property  held  in  trust ;  and  except  also  that  personal  property  in  another 
State  or  country,  and  legally  taxed  there,  is  exempt;  and  except  also  that 
machinery,  goods  manufactured  or  to  be  manufactured,  and  real  estate  belong- 
ing to  any  corporation  shall  be  assessed  to  such  corporation  where  they  are 
situated,  and  that  in  assessing  the  stockholders  their  proportional  part  of  the 
assessed  value  of  such  machinery,  goods,  and  real  estate  shall  be  deducted 
from  the  value  of  their  shares.^ 

^This  is  a  condensation  of  Rev.  Stats.,  chap.  9,  sees.  1,7. 

The  poll  tax  is  universal  in  New  England.  On  the  other  hand  the  Declaration  of 
Rights  of  Maryland  declares  that  "  the  levying  of  taxes  by  the  poll  is  grievous  and 
oppressive,  and  ought  to  be  prohibited."     (Art.  15.) 

*This  is  a  condensation  of  Rev.  Stats.,  chap.  9,  sees.  2,  3,  8. 

i^This  is  a  condensation  of  Rev.  Stats.,  chap.  9,  sees.  2,  5,  12,  13. 
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Personalty  of  Nonresidents. 

That  personal  property  owned  by  persons  residing  out  of  the  State  or 
by  persons  unknown  is  subject  to  taxation,  if  within  the  State,. except, 
however,  vessels  built  or  in  process  of  construction  or  undergoing  repairs, 
and  except  also  hides  and  leather,  the  product  thereof,  when  it  appears 
that  the  hides  were  sent  into  the  State  to  be  tanned,  and  to  be  carried 
out  of  the  State  thereafter;  and  that  such  personal  property  subject  to 
taxation,  with  these  exceptions,  is  assessed  to  the  person  in  possession,** 
and  that  corporate  stock  owned  by  a  person  unknown  or  not  residifig  in  the 
State  is  assessed  in  the  town  where  the  corporation  is  located^  except  that  this 
provision  does  not  apply  to  corporations  engaged  in  manufacturing  or  in  the 
real  estate  business,^ 

General  Property  Tax  as  Applied  to  Corporations. 

Corporations  generally  are  taxed  locally  on  property  under  the 
foregoing  provisions  in  the  same  manner  as  individuals.  Impor- 
tant classes  of  corporations  reached  chiefly  through  the  property 
tax  are  gas,  water,  electric  lighting,  heating,  and  power  com- 
panies.*' This  tax  on  property  of  corporations  is  modified,  as  else- 
where set  forth,  for  railroad,  street-railway,  telegraph,  telephone, 
and  express  companies. 

Shareholders  and  Bondholders. 

Shares  of  stock  and  bonds  of  domestic  and  foreign  companies 
are  taxed  to  the  holders  as  personal  property,  as  stated  above  in 
the  paragraph  on  *' Personalty  of  residents."  It  is  important  to 
note,  however,  that  an  attempt  is  made  to  prevent  double  taxation 
in  the  case  of  domestic  corporations  by  providing  that  owners  of 
their  corporate  shares  are  exempt  from  taxation  thereon  to  the 
extent  of  their  proportional  part  of  the  corporation's  machinery, 
goods,  and  lands  taxed  within  the  State.''    The  treasurer  of  the 


oThis  is  a  condensation  of  Rev.  Stats.,  chap.  9,  sees.  2,  13. 

ft  This  is  a  condensation  of  Rev.  Stats.,  chap.  9,  sees,  26,  30. 

cThe  Tax  Commission  (1908)  notes  that  many  corporations  of  the  classes  here 
given  serve  several  municipalities,  and  that  therefore  the  local  assessment  of  them 
as  at  present  should  give  way  to  administration  by  the  state  board.     (Report,  p.  44.) 

^^To  tax  the  shares  of  a  corporation  to  the  shareholders,  and  to  tax  at  the  same 
time  the  property  of  the  corporation  to  the  corporation  itself,  imposes,  in  effect,  if 
not  in  theory,  a  double  tax  burden  on  the  shareholders.  East  Livermore  i'.  Banking 
Co.,  103  Me.,  418  (1908). 

Under  a  statute  providing  for  the  assessment  of  shares  in  any  incorporated  com- 
pany possessing  taxable,  property  according  to  the  value  thereof,  but  excepting 
machinery  in  cotton  and  woolen  manufactories,  it  was  held  that  a  resident  of  Maine 
was  taxable  in  Maine  upon  his  shares  in  such  a  company,  although  the  corporation 
was  incorporated  in  Massachusetts,  did  business  there  exclusively,  and  was  taxed 
there  for  all  its  property;  and  it  was  held  further  that  the  exemption  of  machinery 
was  applicable  to  domestic  corporations  only;  but  the  court  did  not  find  it  necessary 
to  determine  the  taxability  in  Maine  of  so  much  of  the  value  of  the  shares  as  might 
represent  land.     Holton  v.  Bangor,  23  Me.,  264  (1843). 
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corp>oration  is  required  to  make  return  to  assessors  of  names  of 
stockholders,  their  residences,  and  amount  of  stock  held.^  In  the 
case  of  domestic  and  foreign  railroad,  street-railway,  telegraph,  and 
telephone  companies  doing  business  in  the  State,  and  domestic 
manufacturing,  mining,  smelting,  agricultural,  and  stock-raising 
corporations,  their  shares  are  not  taxed  to  the  holder,  as  is  here- 
inafter set  forth. 

It  appears  from  inquiry  that,  as  is  usually  the  case,  little  revenue 
is  collected  through  the  tax  on  shares  to  the  holders  as  personal 
property.* 

STATUTES  ON  CORPORATE  TAXATION. 

^'  General  Franchise  Tax "  on  Par  Value  of  Capital  Stock. 

This  general  provision  for  the  taxation  of  corporations  is  a  char- 
acteristic and  important  feature  of  the  Maine  system  of  corporate 
taxation,  and  is,  therefore,  given  verbatim: 

"Every  corporation  incorporated  under  the  laws  of  the  State,  except 
such  as  are  excepted  by  section  twenty-six  of  chapter  forty-seven,*^  shall 
pay  an  annual  franchise  tax  of  five  dollars,  provided  the  authorized 
capital  of  said  corporation  does  not  exceed  fifty  thousand  dollars;  of  ten 
dollars,  provided  said  authorized  capital  exceeds  fifty  thousand  dollars, 
and  does  not  exceed  two  hundred  thousand  dollars;  of  fifty  dollars,  pro- 
vided said  authorized  capital  exceeds  two  hundred  thousand  dollars,  and 
does  not  exceed  five  hundred  thousand  dollars;  of  seventy-five  dollars, 
provided  said  authorized  capital  exceeds  five  hundred  thousand  dollars 
and  does  not  exceed  one  million  dollars;  and  the  further  sum  of  fifty  dol- 
lars a  year  for  each  one  million  dollars,  or  any  part  thereof,  in  excess  of 
one  million  dollars."^ 

Many  Maine  corporations  transact  no  business  in  the  State,  and 
in  that  case  they  have  no  property  there,  and  this  "  franchise  tax  " 
is  the  only  tax  to  which  they  are  subject  in  Maine.     Those  engaged 

oRev.  Stats.,  chap.  47,  sec.  24;  chap.  9,  sees.  32,  33. 
*See  "Stockholders  and  bondholders,"  in  "Comments,"  p.  47,  infra. 
^The  corporations  excepted    from    this  general  "franchise  tax"  fall    into  two 
daj 


(i)  Corporations  not  of  a  business  nature. 

(2)  Corporations  liable  to  the  special  taxes  hereinafter  given  (Rev.  Stats.,  chap.  47, 
sec  26),  namely,  railroads,*  street  railways,*  palace-car  companies  *  telegraph  and 
telephone  companies,*  express  companies,*  and  life-insurance  companies  (Rev.  Stats., 
chap.  8,  sec.  46):  savings  banks  (Rev.  Stats.,  chap.  8,  sec.  54):  loan  and  building 
associations,*  (Rev.  Stats.,  chap.  8,  sec-  57);  trust  and  banking  companies*  (Rev. 
Stats.,  chap.  8,  sec.  65).  But  if  the  corporations  marked  *  do  not  carry  on  opera- 
tions within  the  State,  they  pay  the  "general  franchise  tax"  alone  and  not  the  spe- 
cial tax  on  receipts,  etc. 

^iRcv  Stats.,  chap.  8,  sec.  18,  as  amended  by  Public  Laws,  1907,  chap.  185,  which 
amendment  doubled  the  rate. 
79349—09 4 
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in  business  in  Maine  pay  the  regular  local  property  tax  in  addi- 
tion to  this  "franchise  tax'*  paid  to  the  State  for  state  purposes. 
Special  provisions  of  law  provide  for  the  relieving  of  any  corpo- 
ration from  the  payment  of  franchise  taxes  so  long  as  its  franchises 
remain  unused,  the  effect  being  not  a  dissolution  of  the  corporation 
but  a  suspension  of  the  exercise  of  its  franchises,  which  may  be 
resumed  without  additional  expense  after  any  lapse  of  time.** 

Railroads.'^ 

The  taxes  paid  by  a  railroad  operating  within  Maine  (domestic 
or  foreign)  consist  of  three  items: 

First.  "An  annual  excise  tax"  on  gross  transportation  receipts.'' 
This  is  paid  to  the  State  for  state  and  local  purposes  "for  the 
privilege  of  exercising  its  franchise."^  This  tax  is  based  upon  the 
average  gross  transportation  receipts  per  mile  within  the  State, 
the  rate  of  taxation  beginning  at  one-half  of  i  per  cent  of  such 
receipts  when  they  do  not  exceed  $1,500  per  mile  and  increasing 
at  the  rate  of  one-fourth  of  i  per  cent  for  each  additional  $500  or 
fractional  part  thereof,  the  maximum  rate,  however,  being  4>^ 
per  cent.* 

<*Rev.  Stats.,  chap  47,  sec.  31. 

See  "Tax  on  par  value  of  capital  stock,"  in  *  Comments,"  p.  46,  infra. 

6  "Railroad"  and  "railway"  are  not  interchangeable  words  in  the  laws  of  Maine 
"Steam  railroad"  and  "street  railway"  are  phrases  indicating  the  distinction  taken 
there.  Consequently  the  same  discrimination  between  "railroad"  and  "railway"  is 
followed  in  this  article.  In  the  laws  of  some  other  States  the  same  distinction  is 
taken,  but  in  still  others  the  two  words  are  used  interchangeably,  or  one  of  the  words 
is  used  for  both  purposes. 

c  Under  the  phrase  "  transportation  receipts,"  railroads  are  not  taxed  upon  income 
from  such  sources  as  storage,  warehousing,  etc.  Neither  does  the  term  include 
receipts  from  steamship  lines  operated  by  railroads. 

^  Rev.  Stats.,  chap.  8,  sec.  24. 

This  tax,  based  upon  transportation  receipts,  has  been  sustained  by  the  Supreme 
Court  of  the  United  States  as  not  being  a  tax  upon  interstate  commerce.     See  p.  44. 

«  Rev.  Stats.,  chap.  8,  sec.  25,  as  amended  by  Public  Laws  1907,  chap.  168. 

On  March  14,  1907,  the  house  of  representatives  of  Maine  submitted  to  the  supreme 
judicial  court  the  following  questions: 

"  First.  Is  an  excise  tax  prohibiting  the  apportionment  and  assessment  of  all  other 
taxes  upon  railroads,  their  property,  or  stock  according  to  their  just  value  consti- 
tutional? 

"Second.  Can  a  tax  be  lawfully  levied  upon  the  franchise  of  a  railroad  and  also  a 
separate  tax  upon  the  roadbed,  rolling  stock,  and  fixtures  at  their  cash  value? 

"Third.  Is  the  present  law  whereby  railroads  operating  in  this  State  are  taxed 
upon  a  percentage  of  their  gross  receipts  repugnant  to  the  provisions  of  the  consti- 
tution of  this  State  relative  to  taxation?" 

The  questions  were  unanimously  answered — the  first  and  second  in  the  affirmative, 
and  the  third  in  the  negative.     In  re  Railroad  Taxation,  102  Me.,  527  (1907). 

Under  the  statute  providing  that  the  railroad  excise  tax  shall  l)e  ascertained  by 
first  dividing  the  annual  gross  transportation  receipts  by  the  number  of  miles  of 
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This  tax  and  the  one  mentioned  next  below  are  **  in  place  of  all 
taxes  upon  such  railroad,  its  property,  and  stock.*'*  Shares  in 
corporations  paying  this  tax  are  not  taxed  to  the  holder ;  but  their 
bonds  and  other  securities  are  taxable.  ^ 

A  part  of  the  tax  is  apportioned  to  the  cities  and  towns  to  the 
extent  of  i  per  cent  of  the  actual  value  of  stock  held  therein, 
under  certain  limitations.* 

Second.  All  buildings,  whether  within  or  without  the  right  of 
way,  and  the  lands  and  fixtures  outside  the  right  of  way,  are  taxed 
by  the  cities  and  towns  in  which  they  are  located  as  other  property 
is  taxed  therein.  *" 

Third.  A  tax  to  the  state  treasury  equal  to  its  proportional 
share  of  the  expense  of  the  Board  of  Railroad  Commissioners, 
based  upon  the  gross  transportation  receipts.  <* 

Street  Railways. 

The  provisions  for  taxing  railroads  and  for  distribution  of  pro- 
ceeds to  the  towns  apply  to  street  railways  (domestic  and  foreign) 
doing  business  in  Maine,  except  that  the  rate  is  different.  For 
street  railways  the  rate  is  three-twentieths  of  i  per  cent  if  the 
gross  average  receipts  per  mile  do  not  exceed  $i,ooo;  and  for 
each  $i,ooo  additional  gross  receipts  per  mile,  or  fractional  part 

thereof,  the  rate  increases  three-twentieths  of  i  per  cent.*    Shares 

— ^ —  —  - 

railroad  operated,  and  that  "  when  a  railroad  lies  partly  within  and  partly  without 
the  State,  or  is  operated  as  a  part  of  a  line  or  system  extending  beyond  the  State,  the 
gross  transportation  receipts  of  such  railroad,  line,  or  system,  as  the  case  may  be, 
over  its  whole  extent,  within  and  without  the  State,  shall  be  divided  by  the  total 
number  of  miles  operated  to  obtain  the  average  gross  receipts  per  mile,  and  the  gross 
receipts  in  the  State  shall  be  taken  to  be  the  average  gross  receipts  per  mile  multiplied 
by  the  number  of  miles  within  the  State,"  and  it  was  held  to  be  correct,  in  dealing 
with  a  company  operating,  in  addition  to  a  main  track,  double  tracks  and  side  tracks 
and  steamship  lines,  to  exclude  the  double  tracks,  side  tracks,  and  steamship  lines, 
and  to  proceed  upon  the  basis  of  the  gross  earnings  exclusive  of  the  steamship  lines. 
State  V.  Canadian  Pacific  Railway  Co.,  loo  Me.,  202  (1905). 

^  Rev.  Stats.,  chap.  8,  sec.  24. 

&  Ibid.,  chap.  9,  sec.  5. 

c  Ibid.,  chap.  9,  sec.  4. 

Under  a  statute  which  provided  that  a  railroad's  track  and  the  land  on  which  it  is 
constructed  shall  not  for  purposes  of  taxation  be  deemed  real  estate  it  has  been  held 
that  a  depot  on  the  right  of  way  remained  taxable.  Portland,  Saco  and  Portsmouth 
R.  Co.  V.  Saco,  60  Me.,  196  (1872). 

^  Rev.  Stats.,  chap.  8,  sec.  30. 

The  Maine  Tax  Commission  (1908)  recommends  that  no  part  of  the  salary  and 
expenses  of  the  railroad  commissioners  be  raised  by  a  special  tax  levied  on  the  prop- 
erties over  which  they  have  control.     (Report,  p.  60.) 

See  "Excise  tax"  in  "Comments,"  p.  44,  infra. 

c  Rev.  Stats.,  chap.  8,  aec  31. 
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of  stock  in  corporations  paying  this  tax  are  not  taxed  to  the 
holder;  but  their  bonds  and  other  securities  are  taxable.** 

Palace  Cars. 

A  corporation  (domestic  or  foreign)  operating  within  the  State 

■ 

palace  or  other  cars  for  which  extra  compensation  is  charged  for 
riding  therein  pays  to  the  treasurer  of  the  State,  for  the  use  of  the 
State,  "an  annual  excise  tax,  for  the  privilege  of  exercising  its 
franchise  in  the  State,'*  of  4^  per  cent  of  the  gross  receipts  from 
business  done  wholly  within  the  State.'' 

This  tax  is  **in  place  of  all  local  taxation  upon  the  cars  and 
equipment.'**'  Shares  of  stock,  bonds,  and  other  securities  in 
corporations  paying  this  tax  are  taxable  to  the  holders. <* 

Telegraph  and  Telephone  Companies. 

The  taxes  paid  by  telegraph  and  telephone  companies  (domestic 
and  foreign)  operating  a  line  within  the  State  consist  of  two  items: 

First.  A  tax  on  gross  receipts.  This  is  termed  "an  annual 
excise  tax  for  the  privilege  of  conducting  such  business."  It  is 
paid  to  the  state  treasury  for  state  and  local  purposes.  This  tax 
and  the  one  described  below  are  "in  place  of  all  taxes"  upon  the 
property  used  in  the  telegraph  or  telephone  business  and  shares 
of  capital  stock.  A  portion  of  the  tax  is  apportioned  to  the  cities 
and  towns  to  an  amount  equal  to  i  per  cent  of  the  actual  value  of 
stock  held  therein,  under  certain  limitations.'  This  tax  is  based 
upon  the  gross  receipts  at  the  rate  of  i  per  cent  of  the  gross  receipts 
from  business  wholly  within  the  State  when  they  exceed  $1,000 
per  mile  and  do  not  exceed  $5,000  per  mile,  the  rate  increasing,  as 
provided  in  the  statute,  when  the  gross  receipts  increase,  the 
whole  tax,  however,  not  to  exceed  4  per  cent  of  such  gross 
receipts./ 

As  above  indicated,  shares  of  stock  in  corporations  paying  this 
tax  are  not  taxable  to  the  holders;  but  their  bonds  and  other 
securities  are  taxable.^ 


o  Rev.  Stats.,  chap.  9,  sec.  5. 

*>  Ibid.,  chap.  8,  sec.  32,  as  amended  by  PuI)Iic  Laws,  1907,  chap.  156. 

clbid.,  chap.  8,  sec.  33. 

^  Ibid.,  chap.  9,  sec.  5. 

«  Ibid.,  chap.  8,  sec.  36. 

/  Ibid.,  chap.  8,  sec.  37. 

(f  Ibid.,  chap.  9,  sec.  5. 
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Second.  The  personal  property  not  exempted  and  the  real  estate  " 
is  taxed  in  the  municipality  where  situated.  The  tax  so  assessed 
upon  real  estate  in  use  in  the  business  is  deducted  from  the  excise 
tax  described  above. '^  The  personal  property  exempted  consists 
of  the  equipment  and  apparatus  used  in 'the  business,  as  specified 
in  the  statute.*' 

Express  Companies. 

The  tax  paid  by  express  companies  (domestic  and  foreign) 
doing  business  in  the  State  consists  of  the  following  items : 

First.  There  is  a  tax  oi  2%  per  cent  on  gross  receipts  paid  to  the 
State  for  state  purposes.  **Said  2>^  per  cent  shall  be  on  all  said 
business  done  in  the  State,  including  a  proportional  part  of  all  ex- 
press business  coming  from  other  States  or  countries  into  this 
State,  and  on  all  going  from  this  to  other  States  or  countries: 
Provided,  however ,  That  nothing  herein  applies  to  goods  or  mer- 
chandise in  transit  through  the  State.''** 

Second.  The  above  tax  on  gross  receipts  **  is  in  place  of  all  local 
taxation"  except  real  estate,  which  is  taxed  in  the  municipality 

oA  telephone  and  telegraph  company  laid  certain  conduits  in  the  streets  of  Port- 
land for  the  purpose  of  carrying  wires.  The  city  assessed  a  tax  on  these  conduits  as 
real  estate.  Held,  that  these  conduits  were  not  real  estate  and  not  subject  to  taxa- 
tion as  real  estate.     Portland  i;.  N.  E.  T.  &  T.  Co.,  103  Me.,  240  (1908). 

^  The  Tax  Commission  (1908)  says  that  it  is  unable  to  understand  why  this  deduc- 
tion should  be  made  in  the  case  of  express,  telegraph,  and  telephone  companies,  and 
not  for  other  public-service  companies  taxed  upon  receipts.     (Report,  p.  30.) 

cRev.  Stats.,  chap.  8,  sec.  41, 

A  telephone  and  telegraph  company  laid  condiuts  in  the  streets  of  Portland  for  the 
purpose  of  conveying  wires.  Held,  that  these  conduits  were  embraced  in  the  term 
"property"  referred  to  in  Rev.  Stats.,  chap.  8,  sec.  41,  providing  that  the  excise  tax 
imposed  upon  telephone  and  telegraph  companies  by  the  6  preceding  sections  of  the 
same  chapter  "shall  be  in  lieu  of  all  taxes  upon  any  corporation  therein  designated, 
upon  its  shares  of  capital  stock  and  its  property  used  in  the  conduct  of  its  telephone 
or  telegraph  business,  including  poles,  wires,  etc."  Portland  v.  N.  E.  T.  &  T.  Co., 
103  Me.,  240  (1908). 

^'Rev.  Stats.,  chap.  8,  sec.  42,  as  amended  by  Public  Laws,  1907,  chap.  167. 

Under  a  statute  providing  that  every  corporation,  company,  or  person  doing  an  ex- 
press business  shall  pay,  in  place  of  local  taxation,  i>^  per  cent  of  gross  receipts  on  all 
business  done  in  the  State,  "including  a  pro  rata  part  on  all  express  business  coming 
from  other  States  or  countries  into  this  State,  and  on  all  going  from  this  State  to 
other  States  or  countries:  Provided,  htrwever,  That  nothing  herein  applies  to  goods  or 
merchandise  in  transit  through  the  State,"  it  was  decided  that  the  pro  rata  part  of 
the  gross  receipts  must  be  found  by  ascertaining  the  ratio  of  the  express  haul  within 
the  State  to  the  whole  number  of  miles  of  express  route.  State  of  Maine  v.  Boston 
and  Portland  Express  Co.,  xoo  Me.,  278  (1905). 
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where  situated  as  nonresident  real  estate,  but  such  tax  is  deducted 
from  the  gross- receipts  tax."  Shares  of  stock  and  bonds  and 
other  securities  in  companies  paying  this  tax  are  taxable  to  the 
holders.  ^ 

Manufacturing,  Mining,  and  Smelting  Corporations. 

These  companies  are  taxed  locally  upon  the  buildings,  lands, 
and  other  property  "made  personal  by  their  charters  and  not 
exempt  from  taxation,  and  all  stock  used  in  factories,''  in  the 
town  or  place  where  established,  and  shares  of  capital  stock  in 
such  corporations  are  not  taxed  to  the  owners.*'  Their  bonds  and 
other  securities  are  taxable.*^ 

Agricultural  and  Stock-Raising  Corporations. 

These  companies  pay  a  tax  upon  the  buildings,  lands,  and  other 
property  in  the  towns  where  situated,  and  shares  of  capital  stock 
in  such  corporations  are  not  taxed  to  the  owners.* 

Foreign  Corporations. 

There  are  no  general  statutes  applying  especially  to  foreign 
corporations.  Foreign  transportation  and  transmission  companies 
doing  business  in  Maine  are  taxed  on  receipts  and  property  in  the 
same  manner  as  similar  domestic  companies.  (See  pp.  36-39, 
ante.)  There  are  special  provisions  for  taxing  foreign  insurance 
companies/  and  banks.^ 

Stockholders  and  bondholders  of  foreign  corporations  generally 
are  taxed  on  their  securities  as  personal  property.  Shares  in  for- 
eign railroads,  street  railways,  and  telegraph,  and  telephone  com- 
panies doing  business  in  Maine  are  not  taxed. 

a  Rev.  Stats.,  chap.  8,  sec.  44.     See  note  d,  page  39. 
6  Ibid.,  chap.  9,  sec.  5. 

clbid.,  chap.  9,  sec.  25,  as  amended  by  Public  Laws,  1907,  chap.  16. 
The  Portland  assessor  says  that  only  the  tangible  property  of  these  corporations  is 
taxed. 

<*Rev.  Stats.,  chap.  9,  sec.  5. 

«Ibid.,  chap.  9,  sec.  25,  as  amended  by  Public  Laws,  1907,  chap.  16 

/Rev.  Stats.,  chap.  8,  sees.  48,  52. 

9  Ibid.,  chap.  8,  sec.  60. 
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ni.  FINANCIAL  RESULTS. 

ToTAi^  State  Receipts  Classified  as  to  Revenue  from  Corporations,  Other 
Special  Taxes,  and  General  Property  Tax,  and  Showing  Portion  of  Corpo- 
ration Taxes,  etc.,  Distributed  to  Cities,  Towns,  and  Counties,  Year  ended 
December  31,  i907.<z 

Total  state  receipts,  all  sources _ $3,  306,  733.  24 

Special  taxes  on  coporations: 

Railroad  companies $587,  205.  38 

Electric  railway  companies 18,400.  18 

Salary  and  expenses  of  railroad  commissioners  &. .  12, 400. 00 

Parlor  and  sleeping  car  companies i,  365.  54 

Telegraph  companies 2,  822.  85 

Telephone  companies 39, 442.  20 

Express  companies 15, 086.  59 

Insurance  companies  c 131,828.51 

Savings  banks 462,  762.55 

Trust  and  banking  companies'* _  75,  108.03 

Building  and  loan  associations 386.  7  x 

General  franchise  tax« 145,315.00 

Organization  fees,  new  corporations  / 135,  796.  50 

Increase  of  capital  stock 16,  820.  00 

Total  state  receipts  from  cor}x>rations. _ — -     i,  644,  740. 04 

Less  portion  distributed  to  cities  and  towns: 

Railroad  and  telegraph  tax 117,  200.  34 

One-half  the  tax  on  savings  banks  and  trust  and 

banking  companies  (for  school  and  mill  fund) a  .     268,  890.  29 

Total  corporation  taxes  distributed  to  cities  and  towns 386, 090.  63 

State's  share  of  corporation  taxes i,  258,  649.  41 

Other  special  taxes  and  receipts: 

Collateral  inheritance  tax 88,  601 .  04 

State  liquor  commissioner 5. 900.  25 

Automobile  licenses 3,  282. 00 

Dog  licenses* 45,215.00 

Fines  and  licenses  for  protection  of  game 42, 933.  32 

Lands  reserved  for  public  uses _  13,  367. 03 

Temporary  loan 200, 000.  00 

Interest  on  deposits,  etc 4,  156.  83 

Sundry  fees,  fines,  licenses,  shore  rents,  etc 6 1 ,  93 1 .  80 

Total  special  taxes  and  receipts  not  from  corporations 465,  387.  27 

Total  special  taxes  and  receipts  for  state  purposes .  -  _     1 ,  724, 036.  68 


"  Report  of  State  Treasurer,  1907. 

b  Paid  by  railroad  companies. 

c  Includes  $19,075.50,  fees  of  insurance  commissioner's  office. 

<^  Includes  $50,  expense  of  organizing  trust  companies,  and  $40  of  foreign  banking 
corporation  licenses. 

^  All  corporations  other  than  public  service  and  financial  corporations. 

/  Includes  $14,  cost  of  advertising  tax  on  corporations. 

9  The  word  "mill"  is  retained  from  an  old  tax  at  the  rate  of  one  mill  for  support  of 
schools. 

A  $29,018.93  dog  licenses  refunded  during  the  year. 
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Other  special  taxes  and  receipts — Continued. 

State's  share  of  general  prop>erty  tax  « $i ,  196,  605.  93 

Less  county  tax  on  wild  lands  and  school  and  mill 

fund  distributed  to  cities,  towns,  etc.b.  _ . 345,  747.  22 

$850,  858.  7 1 

.  Total  state  revenue  for  state  purposes .. 2,  574,  895.  39 

Total  state  receipts  distributed  to  cities,  towns,  and  counties 731,  837.  85 

Total  state  receipts,  all  sources 3,  306,  733.  24 

Per  cent  of  total  state  receipts  derived  from  corporations . .  .  _ .  49.  74 

Per  cent  of  state  revenue  for  state  purposes  derived  from  corporations 48.  88 

Per  cent  of  state  revenue  for  state  purposes  derived  from  all  special  taxes  and 
receipts _    _- 66.  96 

The  two  largest  items  of  corporate  taxation  are  from  railroads 
and  banks.  An  important  item  for  the  present  purpose  is  the 
amount  ($145,315)  from  the  general  corporation  tax  upon  the  par 
value  of  the  capital  stock  of  Maine  corporations.  The  revenue 
from  this  tax  has  more  than  doubled  since  1906.  This  is  due  to 
the  increase  in  the  rate  made  by  the  legislature  in  1907. 

Revenues  from  corporations  in  Maine  have  been  rapidly  increas- 
ing in  recent  years.  The  increase  is  due  in  part  to  the  adoption  of 
new  corporate  taxes  and  in  part  to  the  increase  in  rate  in  certain 
corporate  taxes,  and  finally  to  the  growth  in  number  and  size  of 
Maine  corporations.  The  increase  is  shown  in  the  assessments 
for  the  last  three  years,  when  compared  with  three  years  begin- 
ning in  1900. 

Corporation  Taxes  Assessed,  1900-1902  and  1906-1908.C 


1900 


1901 


Railroads _ $163,359. 13  I     S289.157. 


Street  railways _. 

Telephone  companies . 

Tclefsraph  coni panics 

Express  companies. 

Palace-car  companies 

General  franchise  taxes 

Savings  banks .. 

Trust  and  banking  companies . . 

Insurance  companies 

Loan  and  building  associations. 

Total 


11.516.53 

1  i.oao.  46 

6.387.  50 

S.8U-42 


11.936 
14,  210, 
2.854 
8.674 


90 
01    I 
03   , 
53 

80 : 


448.827.93 


68.957.46 

229. 28 


500.733. 

22,483. 

73.080. 

214. 


42 
83 

48 

43 


716, III. 71 


933.345-41 


1902 

$323,983.85 

12.817. 78 

16, 929. 20 

3.072.99 

9.787   68 

638.45 

52. 700. 00 

537.720.51 

22. 663. 84 

79.  127. 78 

272.  47 

1.059.714. 55 


oPart  of  this  comes  from  local  taxation  of  corporations,  but  it  is  impossible  practically  to  ascer- 
tain the  amount  thus  received  from  corporations. 

^  The  county  taxes  on  wild  lands  paid  back  to  counties  in  1907  was  $32,432.25.  The  total  amount 
of  school  and  mill  fund  paid  to  towns  in  1907  was  $582,205.26,  but  $268,890.29  has  already  been 
deducted  from  corporation  tuxes  above. 

<:  The  amounts  in  this  table  are  the  assessed  amounts  and  in  some  cases  arc  larger  than  the  amount 
actually  collected. 
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Corporation  Taxes  Assessed,  1900-1902  and  1906-1908 — Continued. 


Railroads 

Street  raflways. 

TelcpbaDe  companies 

Telesrai^  companies 

Express  companies _. 

Palace-car  companies 

General  franchise  faxes . 

Savings  banks  _, 

Ttust  and  bonking  companies . 

Insurance  companies 

Loan  and  building  associations . 


1906 


1907 


S478. 141.04 

IS. 977. 78 

33.094.91 
3,848.  zx 

ii,4ax-34 

1.193.92 

144,650.00 

442. 170.46 

58, 163.01 

ZXO.681.  75 

375.86 


$587,205.38 
18,400.  x8 

40, 406.  29 

8,833.85 

X5.464.84 

X. 365. 54 

391. 360.00 

463.345.96 

75.373   08 

113,837.88 

374.31 


1908 

$638,314.04 
19.370.39 

45.692.53 

2.573.75 

x6. 331. 68 

1. 196. 79 

386, 165. GO 

470.815. 36 

87.351.a6 

114,470.58 

403.31 


Total I.  398.  718. 18  I   X. 607. 856.  34  ;     1.683,483.49 


IV.  COMMENTS. 


Taxation  in  Maine. 


The  origin  of  the  present  system  of  corporate  taxation  in  Maine 
is  shown  in  the  following  from  the  Report  of  the  Taxation  Com- 
mission of  1890  (p.  14): 

"The legislature  of  1874  inaugurated  a  new  system  of  taxation,  seeking 
to  equalize  it  by  removing  a  part  of  the  burden  from  the  productive  indus- 
tries of  the  State  and  transferring  it  to  capital  invested  in  railroad,  tele- 
graph, express,  and  insurance  companies,  savings  banks,  and  like  corpora- 
tions and  business.  By  repeated  changes  of  law,  a  system  of  taxation 
has  been  legaUzed  and  sustained  by  the  constitutional  authorities  of  the 
State,  which  has  brought  a  new  revenue  into  our  treasury,  and  thereby 
lightened  the  burden  on  visible  property." 

With  reference  to  the  method  now  in  force  of  deriving  state  and 
local  revenue  in  Maine,  there  is  this  passage  in  the  Report  of  the 
Tax  Commission  of  1908  (p.  9) : 

"At  the  present  time  the  State  of  Maine  receives  its  revenue  from  two 
systems  of  taxation.  The  larger  part  of  our  revenue  is  derived  from  the 
taxation  of  certain  classes  of  property  in  a  manner  in  sharp  contrast  t6 
that  which  is  in  vogue  in  the  taxation  of  general  property  held  by  the 
citizens  of  the  State. 

"The  State  taxes  railroads,  savings  banks,  insurance  companies,  express 
companies,  building  and  loan  associations,  telegraph  and  telephone  com- 
panies, parlor  and  sleeping  car  companies,  and  general  corporation  fran- 
chises by  principles  entirdy  at  variance  with  the  principles  in  force  for 
the  taxation  of  the  property  of  private  individuals.  The  State  taxes 
the  franchises  of  these  corporations,  rather  than  their  property  on  an 
ad  valorem  basis.  The  money  thus  raised  may  properly  be  called  the 
amount  raised  by  indirect  taxation.  Last  year  the  State  received  about 
$1,500,000  from  these  sources.  The  balance  of  the  needs  of  the  State, 
about  $1,200,000,  was  raised  by  a  direct  tax  upon  the  general  property 
within  the  State." 
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Separation  of  the  Sources  of  State  and  Local  Taxation. 

The  tax  commission  of  1890  recommended  that  an  effort  be 
made  to  separate  state  and  local  revenues  but  without  involving 
the  entire  dependence  of  the  State  upon  the  corporation  tax.  The 
taxation  of  corporations  by  the  State  alone  was  opposed  as  tending 
to  break  the  ** financial  ligament**  uniting  local  and  state  govern- 
ment and  to  extend  the  powers  of  corporations.^  While,  as 
already  shown,  Maine  derives  large  revenues  from  corporations, 
no  attempt  to  separate  completely  the  sources  of  state  and  local 
revenues  has  been  made. 

Tax  on  Receipts — "  Excise  Tax." 

As  early  as  1881,  Maine  applied  the  principle  of  taxing  public- 
service  corporations  upon  a  basis  of  receipts.  This  policy  has  been 
consistently  pursued  and  at  the  present  time  five  classes  of  public- 
service  companies  are  paying  on  this  basis  nearly  one-half  of  the 
total  state  revenues  from  corporations.  The  constitutionality  of 
this  law  in  so  far  as  it  applied  to  receipts  from  interstate  com- 
merce was  sustained  by  the  Supreme  Court  of  the  United  States 
on  the  ground  that  the  tax  was  not  directly  upon  receipts.  The 
law  provides  that  transportation  receipts  shall  be  taken  as  a 
measure  of  the  company's  ability  to  pay  an  "excise  tax,**  and  it 
is  therefore  a  valid  law.* 

While  this  tax  on  receipts  is  not  limited  to  corporations,  an 
examination  of  the  list  of  those  paying  it  shows  that  in  operation 
it  is  purely  a  corporation  tax. 

The  tax  commission  of  1908  in  its  report  criticises  the  variance 
between  the  rates  on  steam  railroads  and  street  railways,  and 
recommends  that  the  rates  be  made  the  same.'*  The  report  also 
calls  attention  to  the  omission  of  the  earnings  of  steamboats 
operated  by  railroads.^ 

The  tax  on  receipts  of  telegraph  and  telephone  companies  is  by 
law  diminished  by  the  amount  of  local  ta^  paid  by  a  company  on 
real  estate.  The  commission  calls  attention  to  the  fact  that  this 
is  not  permitted  in  the  case  of  railroads  and  should  be  repealed.*^ 
The  same  comment  applies  to  express  companies.-'' 

a  Report  of  the  Tax  Commission,  1890,  pp.  55-58. 

&  Maine  v.  Grand  Trunk  Ry.  Co.,  142  U.  S.,  217  (1891). 

^  Report  of  Maine  Tax  Commission,  1908,  p.  27. 

^  Ibid.,  p.  26.    See  decision  on  this  point  in  last  paragraph  of  note  e,  p.  36,  supra. 

« Ibid.,  p.  a8. 

/Ibid.,  p.  29. 
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The  commission  notes  with  disfavor  the  failure  of  the  law  to 
include,  in  the  case  of  telegraph,  telephone,  and  car  companies 
(the  law  does  in  the  case  of  railroad,  street-railway,  and  express 
companies),  receipts  from  Maine's  proportionate  amount  of  earn- 
ings of  interstate  business.®  The  law  confines  the  tax  to  business 
done  **  wholly  within  the  State/' 

In  the  case  of  railroad,  street-railway,  telegraph,  and  telephone 
companies  the  tax  on  receipts  is  a  graduated  one,  the  rate 
increasing  as  the  receipts  increase.  The  graduation  varies  mate- 
rially for  the  different  classes  of  corporations  named,  while  in  the 
case  of  express  and  car  companies  the  tax  is  not  graduated  at  all. 
The  commission  states  that  it  is  unable  to  understand  why  both 
the  graduation  and  the  rate  should  not  be  more  uniform  for  all 
five  classes  of  corporations  taxed  upon  receipts.* 

The  final  recommendation  of  the  commission  with  regard  to  the 
taxation  of  public-service  corporations  is  that  the  system  of  taking 
receipts  as  a  basis  be  abandoned  and  that  there  be  substituted 
therefor  the  ad  valorem  or  property  basis.  In  view  of  the  grow- 
ing popularity  elsewhere  of  the  method  of  taxing  public-service 
companies  upon  a  basis  of  receipts,  this  recommendation  is 
noteworthy.  Inquiry  made  by  the  Bureau  of  Corporations  makes 
it  appear  that  this  change  is  not  regarded  with  favor  by  the 
legislature  and  taxing  authorities. 

A  peculiar  feature  of  this  tax  is  the  provision  for  returning  to 
each  municipality  a  part  of  the  tax  on  receipts  of  railroad,  street- 
railway,  telegraph,  and  telephone  companies,  in  proportion  to  the 
stock  held  in  the  municipality,  namely,  i  per  cent  of  the  actual 
value  of  such  stock.  This  provision  has  been  explained  upon 
I  he  ground  that,  since  shares  of  stock  and  securities  owned  by 
citizens  were  formerly  taxed  as  personal  property,  it  would 
hardly  be  fair  to  deprive  the  municipality  of  this  revenue  when 
citizens  happen  to  hold  shares  in  companies  which  are  now  spe- 
cifically taxed  by  the  State  and  the  shares  of  which  are  exempted 
from  local  taxation.  This  feature  has  been  criticised  upon  the 
ground  that  it  is  easier  to  trace  the  ownership  of  the  stock  of  domes- 
tic companies  than  that  of  foreign  companies  operating  within  the 
State,  and  that  therefore  inequality  of  taxation  is  the  result ;  and 
upon  the  further  groimd  that  certain  towns  in  which  considerable 
quantities  of  domestic  railway  stock  are  held  are  unusually  favored 
by  this  provision,  Bangor,  for  instance,  receiving  from  the  State, 

a  Report  of  M««ne  Tax  Commission,  1908,  p.  29.  &  Ibid.,  p.  30. 
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in  the  shape  of  the  i  per  cent  allowance  on  railroad  and  other  stock 
held  by  its  citizens,  more  than  enough  to  pay  the  whole  of  the 
state  tax  levied  on  that  city.  There  is  considerable  feeling  that 
this  distributive  feature  should  be  wiped  out  and  the  entire  tax 
left  with  the  State. 

Tax  on  Par  Value  of  Capital  Stock— <<  Franchise  Tax.'' 

There  is  an  economic  distinction  between  the  sources  of  revenue 
from  the  tax  on  receipts  just  discussed,  which  is  a  tax  on  business 
carried  on  within  the  State,  and  the  sources  of  revenue  from  the 
tax  on  the  par  value  of  the  capital  stock  of  Maine  corporations — 
"franchise  tax'* — which  latter  tax  is  paid  largely  from  business 
carried  on  outside  the  State  and  owned  by  persons  not  citizens  of 
Maine.  This  distinction  is  shown  by  an  examination  of  the  list  of 
companies  paying. 

The  tax  commission  of  1890  recommended  this  form  of  corpora- 
tion tax.^     In  referring  to  the  Maine  corporation  law,  it  said : 

"There  is  no  State  we  believe  whose  laws  afford  greater  facilities  for  the 
organization  of  corporations  than  do  ours.  *  *  *  No  scheme  is  so 
visionary,  provided  its  purpose  is  ostensibly  "lawful  business,"  that  it 
may  not  become  vested  by  virtue  of  our  laws  with  organized  powers  and, 
in  a  sense,  supported  and  indorsed  thereby." 

After  calling  attention  to  the  failure  of  the  State  to  get  revenue 
from  this  incorporating  business,  they  recommend  a  tax  on  the 
par  value  of  capital  stock  of  Maine  corporations  "with  the  confi- 
dent belief  that  if  the  law  does  not  result  in  a  material  increase  of 
revenue  to  the  State  it  will  at  least  have  the  effect  to  reduce  the 
number  of  mushroom  and  noxious  ventures  which  our  general 
corporation  laws  encourage.** ** 

In  this  corporation  tax  denominated  the  "franchise  tax'*  we 
find  the  only  instance  in  New  England  of  the  policy  of  securing 
revenue  from  what  is  sometimes  termed  the  "chartering  business,** 
namely,  the  creating  of  corporations  for  the  purpose  of  deriving 
charter  fees  and  an  annual  tax  from  the  corporation  so  chartered. 
This  plan  resembles  the  New  Jersey  law  and  is  doubtless  adopted 
therefrom,  as  it  did  not  find  its  way  into  Maine  until  the  year  1901, 
after  it  was  fully  developed  in  New  Jersey  and  in  several  other 
States  following  New  Jersey's  lead.  It  is  true  that  the  amount 
received  from  this  tax  is  small  when  compared  with  the  revenue 


o  Report,  p.  64. 

l>  Referring  to  this  subject,  the  commission  of  1908,  at  page  40  of  its  report,  says: 
"As  to  the  advisability  of  granting  charters  to  this  class  of  corporations  it  is  not 
within  our  province  to  discuss.*' 
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from  a  similar  system  in  New  Jersey,  or  when  compared  with 
the  revenue  received  from  the  tax  on  receipts.  This  may  be  due 
to  the  results  of  competition  among  a  few  of  the  States  for  this 
class  of  revenue.  Maine  has  adopted  a  very  low  rate,  presumably 
with  the  intention  of  inducing  corporations  to  organize  there-. 
Although  the  rate  was  doubled  in  1907,  it  is  still  nominal.  That 
the  low  rate  is  the  principal  cause  of  the  small  retiu'ns  is  apparent 
from  the  fact  that  nearly  7,000  corporations  have  incorporated 
under  the  Maine  law,  and  are  therefore  paying  this  tax.  Each 
legislature  passes  an  act  to  ** suspend"  the  charters  of  corpora- 
tions that  have  not  paid  this  tax.«  The  average  annual  tax  of 
each  corporation  is  estimated  at  $20,  whereas  the  average  in  New 
Jersey  is  estimated  at  $286.  The  entire  sum  realized  under  this 
tax  in  Maine  in  1908 — ^$156,955 — is  less  than  is  paid  by  a  score  of 
New  Jersey  corporations. 

The  treasurer's  report  for  1908  shows  that  there  was  received 
from  organization  fees  in  that  year  but  $77,632.50,  whereas  in 
1906  the  amount  was  $153,355.  This  great  decrease  is  doubtless 
due  to  the  increase  in  the  rate  of  this  tax  in  1907,  which  drove  this 
class  of  chartering  business  to  other  States  having  a  similar  policy 
but  lower  rates.  The  total  revenue  to  the  State  from  the  char- 
tering business — tax  and  fees — in  1907  was  $281,097.50. 

Stockholders  and  Bondholders. 

Referring  to  several  classes  of  corporations  whose  shares  are  not 
taxed  to  the  holders,  while  all  bonds  are  so  taxed,  the  tax  com- 
mission of  1908  conclude: 

"We  do  not  see  the  justice  of  the  principle  involved  in  such  a  theory  of 
taxation.  We  think  it  is  "unjust  and  inequitable "  to  exempt  from  taxa- 
tion a  class  of  securities  yielding  a  large  annual  return  and  to  tax  another 
class  in  the  same  corporation  yielding  a  smaller  income.  It  would  seem 
that  if  either  class  is  to  be  taxed  it  should  be  the  one  yielding  the  larger 
returns."* 

They  recommend  the  exemption  of  securities  of  such  Maine  cor- 
porations as  pay  a  tax  based  on  their  full  value,  in  order  to  avoid 
double  taxation.  The  report  comments  upon  the  inconsistency 
of  taxing  in  the  hands  of  the  holder  the  shares  of  stock  in  express 
and  car  companies,  while  at  the  same  time  exempting  from  taxation 
the  shares  in  railroad,  street-railway,  telegraph,  and  telephone 
companies.* 

oSee  Public  Laws,  1907,  chap.  109. 
J^Tax  Commission  Report,  1908,  p.  46. 
c  Ibid.,  p.  30. 
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The  same  apparent  inconsistency  exists  in  the  tax  systems  of 
other  States.  It  is  doubtless  based  on  the  fact,  as  for  instance  in 
Maine,  that  none  of  the  state  tax  on  express  and  car  companies  is 
distributed  to  the  towns.  The  argument,  accordingly,  is  that  there- 
fore the  towns  should  be  allowed  to  tax  stock  to  stockholders  resi- 
dent there.  Otherwise  the  town  would,  by  the  state  tax,  lose  a 
considerable  source  of  revenue.  On  the  other  hand,  a  part  of  the 
state  tax  on  railroad,  street-railway,  and  transmission  companies 
is  distributed  to  the  towns,  and  the  same  reason  therefore  does 
not  apply  in  the  case  of  the  latter  corporations. 

The  holders  of  shares  of  foreign  corporations  are  liable  to  tax- 
ation thereon  as  personal  property,  but  it  is  doubtful  if  much 
revenue  is  collected  from  this  source.  The  tax  commission  rec- 
ommend levying  a  small  annual  tax  on  foreign  corporations,"  prob- 
ably following  the  law  on  this  subject  in  Massachusetts.* 
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NEW  HAMPSHIRE. 

I.  GENERAL  VIEW. 
Chief  Features. 

Corporate  taxation  generally  is  very  largely  based  on  real  and 
personal  property.  This  is  due  chiefly  to  constitutional  restric- 
tions and  the  court  construction  thereof. 

Transportation  and  transmission  corporations  are  taxed  by  a 
state  board  on  the  assessed  value  of  their  property,  in  which  the 
the  value  of  their  franchises  may  be  a  factor. 

General  Corporations — ^Local  Tax  on  Property. 

General  business  corporations,  domestic  and  foreign  (not  includ- 
ing transportation,  transmission,  and  financial  companies),  are 
taxed  on  their  real  and  personal  property  locally  for  local  and  state 
purf)oses  in  the  same  manner  as  individuals. 

Transportation  and  Transmission  Companies — State  Tax  on  Prop- 
erty. 

Steam  and  street  railroad  companies  are  taxed  on  all  their  prop- 
erty used  in  their  ordinary  business,  including  franchise,  by  the 
State,  for  state  and  local  purposes.  Telegraph,  telephone,  express, 
and  car  companies  are  taxed  on  such  property  by  the  State  for 
state  purposes  only. 

These  taxes  are  administered  by  the  State  Board  of  Equaliza- 
tion. 

The  real  estate  of  these  several  classes  of  corporations,  not  used 
in  their  ordinary  business,  is  taxed  locally  for  local  and  state 
purposes. 

Stockholders  and  Bondholders. 

Shares  of  stock  and  bonds  of  domestic  and  foreign  corporations 
(except  stock  of  railroad,  street-railway,  telegraph,  and  telephone 
companies  doing  business  in  New  Hampshire)  are  taxed  to  the 
holders  as  personal  property.  Whenever  the  property  or  the 
stock  of  a  domestic  or  foreign  corporation,  however,  is  taxed  to 
the  corporation,  whether  in  New  Hampshire  or  elsewhere,  the 
shares  are  exempt  to  the  holder.  Under  this  exemption  the 
practical  result  is  that  shares  of  stock  are  not  taxed  to  the 
holder,  as  hereinafter  described. 

49 
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Foreign  Corporations. 

There  is  no  difference  whatever  between  the  taxation  of  domestic 
and  foreign  corporations  except  in  the  case  of  certain  financial 
companies  subject  to  retaliatory  taxation,  and  banks. 

Administration. 

The  whole  state  administration  of  the  assessment  and  levy  of 
corporate  taxes,  in  the  case  of  railroad,  sleeping,  dining,  and  parlor 
car,  telegraph,  telephone,  and  express  companies,  is  in  the  hands 
of  one  central  body,  the  State  Board  of  Equalization.  The  board 
consists  of  five  members  appointed  by  the  Supreme  Court  and 
commissioned  by  the  Governor.^ 

II.  DETAILS    AS    TO    THE    CONSTITUTION    AND    THE 

STATUTES. 

Constitution. 

"  Every  member  of  the  community  has  a  right  to  be  protected  by  it  in 
the  enjoyment  of  his  life,  liberty,  and  property.  He  is  therefore  bound 
to  contribute  his  share  in  the  expense  of  such  protection/'  ^ 

"Full  power  and  authority  are  hereby  given  and  granted  to  the  said 
general  court  *  *  *  to  impose  and  levy  proportional  and  reasonable 
assessments,  rates,  and  taxes  upon  all  the  inhabitants  of,  and  residents 
within,  the  said  State,  and  upon  all  estates  within  the  same."*' 


^^ Sources  of  revenue  in  New  Hampshire: 

Towns. — (a)  The  greater  part  of  the  revenue  of  the  towns  is  derived  from  a  direct 
tax  upon  property  and  polls;  (6)  they  also  receive  a  share  of  the  taxes  paid  to  the 
State  by  railroads  and  by  certain  insurance  companies  and  banks,  and  all  of  that 
paid  by  building  and  loan  associations;  (c)  certain  business  licenses;  (d)  fines  and 
penalties. 

Counties. — (a)  The  revenue  of  the  county  is  derived  from  the  towns,  which  levy 
it  upon  property  and  polls;  (6)  fines  and  penalties ;  (c)  fees. 

State. — (a)  A  certain  amount  is  assessed  by  the  State  directly  upon  the  towns,  and 
is  by  them  levied  upon  property  and  polls;  (b)  the  taxes  levied  directly  upon  vari- 
ous corporations,  as  hereinafter  explained;  (c)  legacy  and  succession  tax;  (rf)  fees; 
(e)  fines  and  forfeitures. 

ft  Bill  of  Rights,  art.  12. 

"The  idea  of  proportional  and  reasonable  or  just  and  equal  taxation  is  founded  on 
the  declaration  in  the  bill  of  rights,  that  every  member  of  the  community  is  bound  to 
contribute  his  share  in  the  expense  necessary  to  the  protection  of  his  proi)erty.  This 
proportion  is  wholly  destroyed  by  fixing  a  tax  upon  value  on  one  kind  of  property 
and  a  tax  on  gross  receipts  upon  another,"  and  a  tax  upon  the  gross  receipts  of 
express  companies  was  held  unconstitutional.  State  v.  V.  S.  8c  C.  Express  Co.,  60 
N.  H.,  219,  245  (1880). 

^Constitution,  Part  II,  art.  5. 

A  tax  on  gross  receipts  of  express  companies  was  held  unconstitutional  as  not  being 
proportional.     State  v.  U.  S-  &  C.  Express  Co.,  supra. 
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The  constitution  of  the  State  authorizes  taxation  upon  polls, 
estates,"  and  other  classes  of  property,  including  franchises  and 
property  passing  by  will  and  inheritance,  and  directs  the  taking 
of  a  valuation  of  estates  once  every  five  years  at  least,  and  as 
much  oftener  as  the  legislature  may  require. 

Statutes.  ^ 
General  Property  Tax.*" 

**  Taxable  property  of  corporations  and  property  taxable  to  corpora- 
tions shall  be  taxed  to  the  corporation  by  its  corporate  name  in  the 
town  in  which  it  is  located,  except  where  other  provision  is  made."** 

The  general  property  tax  is  the  only  one  levied  on  manufac- 
tiuing,  mercantile,  electric  light,  power,  and  gas  companies, 
the  property  in  the  State  of  such  corporations,  domestic  and  for- 
eign, being  taxed  by  the  towns  like  that  of  individuals.  More- 
over, property  is  the  basis  of  the  tax  (administered  by  the  State) 
on  steam  and  street  railroads,  and  express,  car,  telegraph,  and  tele- 
phone companies. 

Only  such  property  is  taxed  as  is  expressly  enumerated  in  the 
statutes.*  Property  subject  to  the  general  property  tax  is  as 
follows : 

"Real  estate,  whether  improved  or  unimproved,  and  whether 
owned  by  residents  or  others;"^  "lands,  tenements,  and  heredit- 
aments, and  all  rights  thereto  and  interests  therein;"^  "build- 


<^  Constitution,  Part  II,  art.  6. 

Prior  to  1903  "polls  and  estates"  only  were  taxable.  The  words  "other  classes 
of  property,  including  franchises  and  property  when  passing  by  will  or  inheritance" 
were  added  in  1903.  As  it  had  been  held,  in  Robinson  v.  Dover,  59  N.  H.,  521,  527 
(1880),  that  a  corporate  franchise  is  property  and  taxable  at  its  full  value,  the  addi- 
tion of  "franchises"  was  not  important. 

A  statute  taxing  express  companies  2  per  cent  upon  gross  receipts  or  $5  per  mile 
was  held  to  be  in  no  sense  a  tax  on  property  or  on  }x>lls  or  estates  and  was,  there- 
fore, unconstitutional.    State  1;.  U.  S.  &  C.  Express  Co.,  60  N.  H.,  219,  244  (1880). 

ft  The  "Pub.  Stats."  herein  referred  to  are  "The  Public  Statutes  and  Session  Laws 
of  New  Hampshire,  in  force  January  i,  1901." 

The  statutes  since  then  have  been  consulted.  April  21,  1909,  the  chairman  of  the 
New  Hampshire  Tax  Commission  (1908)  wrote  that  the  1909  legislature  had  passed 
no  important  tax  legislation. 

<^See  discussion  of  the  "Difficulties  in  applying  the  property  tax  to  corporations" 
in  "Comments,"  p.  62  et  seq.,  infra. 

<*  Pub.  Stats.,  chap.  56,  sec.  9. 

«  "  The  system  of  taxation  in  New  Hampshire  differs  from  the  systems  in  all  other 
States  in  this  important  particular  that  only  such  property  as  is  expressly  enumerated 
in  the  statutes  is  here  taxable,  while  in  other  States  all  property  is  declared  to  be 
taxable  unless  expressly  exempted  by  law."     Rep(jrt  of  Tax  Commission,  1908,  p.  6. 

/  Pub.  Stats.,  chap.  55,  sec  2. 

^Ibid.,  chap.  2,  sec  21. 

79349—09 5 


52  TAXATION   OF   CORPORATIONS. 

ings,  mills,  carding  machines,  factory  buildings  and  machinery, 
wharves,  ferries,  toll  bridges,  locks  and  canals,  and  aqueducts 
any  portion  of  the  water  of  which  is  sold  or  rented  for  pay.*'* 

Tangible  personal  property,  including  stock  in  trade  (reckoning 
the  same  at  the  average  value  thereof  for  the  year),  and  raw 
materials  and  manufactiu-es,  certain  vessels,  and  certain  vehicles 
and  live  stock.  ** 

Intangible  personal  property,*'  including  public  and  all  other 
bonds''  not  exempt  from  taxation  by  the  laws  of  the  United 
States;  stock  in  domestic  or  foreign  corporations  whose  property 
or  shares  of  stock  are  not  taxed  otherwise,'  either  within  or  with- 
out the  State,  money  on  hand  or  at  interest  more  than  the  owner 
pays  interest  for,  ^  and  money  deposited  in  any  bank  other  than  a 
savings  bank  within  this  State,  or  loaned  on  any  mortgage,  etc.^ 

Stockholders  and  Bondholders. 

Shares  of  stock  are  taxed  locally  to  the  holders  except  where 
the  corporation's  property  is  taxed  directly  or  where,  with  foreign 
companies,  the  stock  or  property  is  taxed  in  the  State  where  they 
are  located.*  The  taxable  value  of  such  shares  is  reduced  in  pro- 
portion as  the  property  of  the  corporation  is  otherwise  locally 
taxed.* 

o  Pub.  Stats.,  chap.  55,  sec.  3. 

^  Ibid.,  sec.  7,  div.  6. 

Ice  cut  and  stored  in  New  Hampshire  by  a  nonresident  ice  dealer,  awaitin^r  ship- 
ment out  of  the  State  at  some  future  time,  is  taxable  in  the  town  where  it  is  stored, 
as  stock  in  trade,  notwithstanding  it  is  also  taxed  in  Massachusetts.  Winkley  v. 
Newton,  67  N.  H.,  80  (1891). 

cSee  under  "Comments,"  p.  64,  infra,  the  discussion  on  "Intangible  personal 
property." 

<*  Pub.  Stats.,  chap.  55,  sec.  7. 

Municipal  bonds  may  be,  and  often  are,  exempted  from  taxation.  Pub.  Stats., 
chap.  55,  sec.  14;  Laws  of  1907,  chap.  55,  sec.  i. 

«  Shares  of  stock  are  rarely  if  ever  taxed  to  the  holders  in  New  Hampshire,  the 
presumption  being  that  the  property  represented  by  the  stock  is  taxed  to  the  domestic 
coqxjration,  or  that  the  stock  of  a  foreign  corporation  is  taxed  in  another  State. 

/  Money  invested  in  the  bonds  of  a  railroad  corjxjration  in  New  Hampshire  is  tax- 
able as  money  at  interest.     Sawyer  v.  Nashua,  59  N.  H.,  404  (1879). 

Money  invested  in  national-bank  stock  is  considered  as  money  at  interest,  and 
indebtedness  bearing  interest  should  be  deducted  from  the  par  value  of  same,  and 
only  the  excess  is  subject  to  taxation.  Weston  v.  Manchester,  62  N.  H.,  574  (1883); 
Peavey  v. Greenfield, 64  N.  H.,  284  (1886) ;  Farmington  v.  Downing,  67  N. H., 441  (1893). 

0  "  Debts  may  be  offset  against  taxable  credits,  including  national-bank  stock,  but 
not  against  tangible  property."     Report  of  Tax  Commission,  1908,  p.  7. 

*  Pub.  Stats.,  chap.  55,  sec.  7,  divs.  2  and  3. 

<Ibid.,  chap.  58,  sec.  i. 

A  tax  can  not  be  lawfully  assessed  against  the  property  of  a  corporation  when 
the  stock  of  the  corporation  is  at  the  same  time  taxed  to  its  owners.  Telephone  Co. 
V.  The  State,  63  N.  H.,  167  (1884);  Smith  v,  Burley,  9  N.  H.,  423  (1838). 


NEW  HAMPSHIRE.  53 

The  only  shares  exempted  by  statute  are  those  of  railroad, 
street-railway,  telegraph,  and  telephone  companies.** 

In  spite  of  the  above  provisions  stockholders  in  New  Hampshire, 
except  holders  of  bank  stock,  are  never  taxed  on  their  holdings, 
the  uniform  and  well-established  presmnption  being  that  the 
property  represented  by  the  stock  is  taxed  directly  to  the  corpo- 
ration in  or  out  of  the  State,  or  that  the  stock  of  a  foreign  corpora- 
tion is  taxed  in  the  home  State. 

Bonds  are  taxable  locally  to  the  holders.  * 

Manufacturing  and  Mercantile  Corporations. 

"Taxable  property  of  corporations,  and  property  taxable  to  corpora- 
tions, shall  be  taxed  to  the  corporation  by  its  corporate  name,  in  the 
town  in  which  it  is  located,  except  where  other  provision  is  made."  '' 

Since  no  other  provision  is  made  for  the  taxation  of  domestic 
and  foreign  manufacturing  and  mercantile  corporations,  the  section 
just  quoted  applies  to  them;  that  is  to  say,  the  property  in  the 
State  of  such  corporations  is  subject  to  the  general  property  tax 
assessed  by  the  towns. 

The  assessors  make  no  attempt  to  tax  the  franchise  or  *' cor- 
porate excess"  of  a  manufacturing  or  mercantile  corporation, 
although  it  is  claimed  that  there  is  authority  therefor.? 

Towns  may  by  vote  exempt  from  taxation  for  a  term  not 
exceeding  ten  years  any  manufacturing  establishment  proposed 
to  be  erected  or  put  in  operation  therein,  and  the  capital  to  be 
used  in  op>erating  the  same,  unless  such  establishment  has  been 

o  Pub.  Stats.,  chap.  64,  sec.  12. 

b  Ibid.,  chap.  55,  sec.  7,  div.  1. 

Like  other  intangible  personal  property,  very  few  bonds  are  returned.  It  has  been 
estimated  that  about  $4,000,000  in  bonds  was  returned  for  taxation  in  1908,  and 
that  about  20  per  cent  of  these  was  reached  by  doomage  (i.  e.,  appraised  by  the 
assessor  at  four  times  as  much  as  the  property  would  be  taxable  if  truly  returned) .  See 
under  "Comments,"  in  this  paper,  heading  *'  Intangible  personal  property,"  p.  64. 

c  Pub.  Stats.,  chap.  56,  sec.  9. 

^  "The  difference  between  the  value  of  tangible  property  when  intelligently  handled 
and  the  value  when  inert  *  *  *  is  of  value  and  should  l)e  taxed;"  but  such 
difference  "  appears  to  be  treated  as  good  cause  for  abatement  rather  than  something 
having  elements  of  value."     Report  of  Tax  Commission,  1908,  pp.  142,  143. 

Franchises  are  property,  and  may  be  taken,  like  other  property,  for  public  purposes. 
Piscataqua  Bridge  v.  N.  H.  Bridge,  7  N.  H.,  35  (1834);  Barber  v.  Andover,  8  N.  H., 
398  (1836) ;  Pierce  2/.  Somersworth,  10  N.  H.,  369  (1839) ;  Robinson  v.  Dover,  59  N.  H., 
521  (1880). 
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previously  exempted  from  taxation  by  some  town.**  Shares  of 
stock  and  bonds  of  these  companies  are  taxable  to  the  holder  as 
personal  property.* 

Railroads  and  Street  Railways. 

Railroad  corporations,  including  street  railways,*'  domestic  and 
foreign,  pay  a  tax  to  the  State  for  local  and  state  purposes  based 
upon  the  value  of  their  road,  rolling  stock,  equipments,  and  fran- 
chise,<*  in  the  State,  at  a  rate  as  nearly  equal  as  possible  to  the 
average  rate  of  taxation  upon  other  property  throughout  the 
State.  • 

o  Pub.  Stats.,  chap.  55,  sec.  11. 

This  is  rarely  refused  by  a  town  to  a  corporation  asking  it,  and  such  exemptions 
are  naturally  responsible  for  a  higher  general  property  rate.  See  Report  of  Tax  Com- 
mission, 1908,  pp.  153,  et  seq. 

Cases  on  exemption : 

The  right  to  exempt  does  not  involve  the  right  to  limit  the  proportion  of  tax  paid 
by  any  specific  class  of  property.     Wyatt  v.  Board,  74  N.  H.,  552,  562  (1908). 

A  vote  of  exemption  to  a  manufacturing  plant  made  under  a  statutory  contract  of 
tax  exemption,  valid  upon  the  well-settled  construction  of  the  constitution  when  the 
contract  was  made,  can  not  be  invalidated  by  a  decision  holding  that  construction  to 
be  erroneous.     Op.  of  Justices,  58  N.  H.,  6^3  (1879). 

A  general  statute  of  exemption  is  not  a  contract,  and  is  repealable.  Brewster  v. 
Hough,  10  N.  H.,  138  (1839);  Society  v.  Manchester,  60  N.  H.,  342  (1880). 

Power  is  restricted  to  the  exemption  of  establishments  at  the  time  of  the  vote  in 
existence  or  proposed,  and  there  is  no  authority  for  an  exemption  of  all  manufactur- 
ing establishments  which  may  be  erected  in  the  future.  Co.  v.  Gilford,  62  N.  H., 
503  (1883).  Such  vote  is  in  the  nature  of  a  proposition  which  may  be  withdrawn  or 
rescinded  at  any  time  until  accepted  and  acted  on  by  erecting  or  putting  into  operation 
such  establishment.     Ibid.,  p.  505. 

This  section  does  not  confer  authority  to  exempt  the  same  property  for  a  second 
term  of  ten  years.     Boody  v.  Watson,  63  N.  H.,  320  11885). 

An  exemption  under  this  section  of  any  establishment  to  be  erected  by  a  specified 
company  has  the  effect  to  exempt  the  land  on  which  a  building  is  erected  for  that 
purpose.     Franklin  Needle  Co.  v.  Franklin,  65  N.  H.,  177  (1889). 

An  electric  lighting  and  power  plant  is  not  a  "manufacturing  establishment" 
within  the  meaning  of  this  statute.     Williams  v.  Park,  72  N.  H.,  305    1903). 

6  See  p.  52,  supra. 

c  In  the  administration  of  the  law,  street  railways  are  taxed  in  the  same  manner  as 
steam  railroads. 

<*  Franchises  are  properly  taken  into  account  in  valuing  railroad  projjerty  for  pur- 
poses of  taxation.     Fitchburg  R.  R.  v.  Prescott,  47  N.  H.,  62,  66    1866). 

Franchises  are  property,  and  may  be  taken,  like  other  property,  for  public  purposes. 
Piscataqua  Bridge  v.  N.  H.  Bridge,  7  N.  H.,  35  (1834);  Barber  v.  Andover,  8  N.  H., 
398  (1836);  Pierce  v.  Somersworth,  10  N.  H.,  369  (1839). 

"Road,  rolling  stock,  and  equipments"  include  the  franchise,  which  is  to  be  taxed 
as  a  part  of  the  property  of  the  corporation.  Atlantic  and  St.  Lawrence  R.  R.  v. 
State,  60  N.  H.,  133,  139  (1880). 

«  Pub.  Stats.,  chap.  64,  sec.  i. 
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These  items  of  property  are  valued  and  assessed  and  the  rate  of 
taxation  determined  by  the  state  board  of  equalization, *»  to  which 
board  the  railroads  are  required  to  furnish  such  evidence,  in  writing, 
as  the  board  may  require  upon  which  to  base  such  tax.  * 

The  real  estate  of  railroads  not  used  in  their  ordinary  business 
is  taxed  by  the  local  authorities  where  situate.*'  Any  portion  of 
the  railroad  not  completed  and  in  operation  for  ten  years  preceding 
the  annual  period  fixed  for  assessment  is  exempted  from  taxation.** 

In  every  year  when  the  net  receipts  of  a  railroad  corporation 
exceed  the  average  of  lo  per  cent  on  its  expenditures  from  the 
beginning  of  its  operations,  the  excess  shall  be  paid  into  the  state 
treasurj'.*  All  expenses  connected  with  the  state  board  of  rail- 
road commissioners,  including  the  salaries  of  the  members,  are 
borne  by  the  steam  and  street  railroads  in  proportion  to  their  gross 
receipts.  The  amount  payable  by  each  is  determined  by  the  State 
Board  of  Equalization  and  is  collected  as  are  other  taxes  on  rail- 

o  Pub.  Stats.,  chap.  64,  sec.  4. 

The  rent  which  a  railroad  lessee  agrees  to  pay  is  simply  evidence  of  what  the 
actual  value  of  the  road  is,  but  it  is  not  binding  on  the  assessors.  Railroad  v.  State, 
60  N.  H.,  133  (1880). 

The  average  rate  is  determined  by  adding  to  the  total  taxes  locally  assessed  in  the 
State  the  taxes  on  savings  bank  deposits,  on  building  and  loan  associations,  and  on 
domestic  insurance  companies,  and  then  dividing  this  total  amount  by  the  sum  of 
the  general  property  in  the  State,  savings  bank  deposits  taxable,  and  building  and 
loan  associations'  capital  stock  taxable.  The  rate  thus  determined  is  from  20  to  25 
cents  less  each  year  than  the  rate  lev^ied  on  general  property:  Held,  in  Wyatt  v. 
Board  of  Equalization,  74  N.  H.,  552  1908),  that  this  method  of  determining  the 
rate  is  in  compliance  with  the  statute. 

f>  Pub.  Stats.,  chap.  64,  sec.  5. 

The  tax  commission  believes  that  the  correct  method  of  valuation  for  a  railroad  is 
its  earning  power.  If  a  method  of  accounting  may  be  devised  whereby  the  true  earn- 
ing power  can  be  disclosed,  it  will  be  comp>aratively  easy  to  determine  the  value  of 
the  road.  The  tax  commission  maintains  that  railroad  property  in  New  Hampshire 
is  greatly  undervalued.     Report  of  Tax  Commission,  1908,  pp,  137-140. 

Money  invested  in  the  bonds  of  a  railroad  corporation  in  New  Hami)shire  is  taxa- 
ble as  money  at  interest.     Sawyer  v.  Nashua,  59  N.  H.,  404    1879). 

cPub.  Stats.,  chap.  55,  sec.  6,  as  amended  1907,  chap.  119. 

"  Wood,  timber,  logs,  and  lumber  owned  by  a  railroad  corporation  and  distributed 
along  its  line  for  present  use  in  operating  and  repairing  such  road  is  to  be  deemed  a 
part  of  the  road  and  to  be  taxed  by  the  court"  (now  by  the  board  of  equalization), 
"and  not  by  the  town."    Railroad  v.  Prescott,  47  N.  H.,  62  (1866). 

^  Pub.  Stats.,  chap.  64,  sec.  2. 

A  railroad  leased  for  a  term  of  years  may  be  taxed  either  to  the  lessor  or  lessee. 
Railroad  v.  State,  60  N.  H.,  133  (1880). 

«  Pub.  Stats.,  chap.  157,  sec.  19. 

The  meaning  of  this  provision  is  not  clear  to  those  administering  the  law,  and  as  a 
matter  of  fact  no  excess  has  ever  been  paid. 
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roads.**    A  "street  railway"  is  defined  as  including  all  railway 
corporations  authorized  to  lay  and  use  any  part  of  their  tracks  in 
public  highways  otherwise  than  for  crossing  purposes.* 
Taxes  received  from  railroads  are  distributed  as  follows:*' 

1 .  One-fourth  to  the  towns  in  which  the  railroad  is  located,  to  be 
prorated  upon  the  basis  of  the  amount  expended  by  the  railroad 
in  each  town  for  buildings  and  right  of  way,  as  shown  by  a  return 
from  the  railroad  to  the  state  treasurer. 

2.  Of  the  remainder  (three-fourths)  each  town  receives  a  part 
proportioned  to  the  number  of  shares  held  by  its  residents.  The 
selectmen  of  each  town  notify  the  State  Treasurer  of  the  names  of 
such  stockholders  and  the  number  of  shares  owned  by  each.*'  The 
treasurer  of  each  railroad  also  transmits  to  the  State  Treasurer  a 
similar  Ust  of  stockholders  by  towns.* 

3.  Usually  an  amount  still  remains,  represented  by  the  stock 
held  outside  the  State,  and  this  remainder  is  retained  by  the  State 
for  its  own  use./ 

Shares  of  stock  in  railroads  and  street  railways  are  not  taxed 
to  the  holder.^  Bonds  of  these  companies  are  taxable  to  the 
owner.* 

Sleepingi  Dining,  and  Parlor  Cars.' 

The  owners  or  operators  of  these  cars  running  over  railroads  in 
the  State,  if  not  otherwise  taxed  in  the  State,  pay  an  annual  tax 
thereon  based  upon  their  value  at  a  rate  as  nearly  equal  as  possi- 
ble to  the  average  rate  of  taxation  upon  other  property  through- 
out the  State.  The  cars  are  valued  and  the  rate  determined  by  the 
State  Board  of  Equalization.^  The  cars  subject  to  taxation  shall  be 
the  same  proportion  of  the  average  number  of  cars  making  trips 

<»Pub.  Stats.,  chap.  155,  sec.  7. 

ftl^aws  of  1895,  chap.  27,  sec.  2;  Pub.  Stats.,  p.  528. 

«Pub.  Stats.,  chap.  64,  sees.  13-17. 

<*  Ibid.,  chap.  57,  sec.  2. 

«Ibid.,  chap.  157,  sec.  25. 

/Some  of  the  prominent  tax  officials  in  New  Hampshire  believe  that  there  should 
be  a  separation  of  the  state  and  local  revenue;  that  most  of  the  taxes  from  public- 
service  corporations,  especially  railroads,  should  be  retained  by  the  State;  and  that  a 
fair  distribution  would  be  to  continue  to  give  one-fourth  to  the  towns  where  the  real 
estate  and  personal  property  of  the  railroads  are  located,  but  to  keep  all  of  the  other 
three-fourths  in  the  state  treasury.     See  "  Comments,"  in  this  paper,  p.  64,  infra. 

9  Pub.  Stats.,  chap.  64,  sec.  12. 

*See  p.  52,  supra. 

*  Laws  of  1907,  chap.  91. 

i  The  rate  is  determined  in  the  same  manner  as  that  on  railroads.  (See  last  para- 
graph of  note  o,  p.  55,  supra.)  The  amount  of  taxes  received  from  these  cars  is  very 
small. 
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within  the  State  as  the  number  of  miles  of  raih'oad  track  over 
which  the  same  were  used  in  this  State  bears  to  the  number  of 
miles  of  railroad  track  over  which  they  were  used  within  and  with- 
out the  State,  on  regular  trips.  The  owners  or  operators  of  such 
cars  are  required  to  make  annual  returns  to  the  State. 

Shares  of  stock  and  bonds  are  taxable  to  the  holder  as  personal 
property.** 

Express  Companies. 

Express  companies,  domestic  and  foreign,  or  persons  doing  an 
express  business  in  the  State  are  taxed  upon  property  at  a  rate  as 
nearly  equal  as  possible  to  the  average  rate  of  taxation  upon  other 
property  throughout  the  State,  and  are  assessed  by  the  state  board 
of  equalization.* 

The  board  is  guided  by  the  ratio  which  the  value  of  the  com- 
pany's property  in  New  Hampshire  bears  to  the  entire  property 
of  the  company  in  and  out  of  the  State,  determined  by  the  value 
of  the  capital  stock  of  the  company,  and  by  such  other  evidence 
and  rules  as  are  necessary  to  a  true  valuation/  Deduction  is  made 
for  real  estate  taxed  in  the  State.  This  tax  is  for  state  purposes 
and  is  in  lieu  of  all  other  taxes  assessed  against  the  company  in 
the  State,  except  taxes  on  real  estate.*' 

Shares  of  stock  and  bonds  in  these  companies  are  taxable  to 
the  owner  as  personal  property.  * 

Telegraph  and  Telephone  Companies. 

Domestic  and  foreign  telegraph  and  telephone  companies  pay 
an  annual  tax  based  upon  the  value  of  their  lines  within  the  State, 
including  poles,  wires,  instruments,  apparatus,  office  fimiiture,  and 
fixtures  of  all  kinds,  at  a  rate  as  nearly  equal  as  possible  to  the 
average  rate  of  taxation  upon  other  property  throughout  the 

«  See  p.  52,  supra. 

^The  rate  is  determined  in  the  same  manner  as  that  on  railroads.  See  last 
paragraph  of  note  a,  p.  55. 

c  The  value  of  the  franchise  may  be  included.  Piscataqua  Bridge  v.  N.  H.  Bridge, 
7  N.  H.,  35  (1834). 

^  Laws  of  1907,  chap.  8x. 

The  present  law  in  its  essential  provisions  follows  generally  the  language  of  the 
Ohio  statute  taxing  express  companies,  which  statute  was  sustained  by  the  Supreme 
Court  of  the  United  States  as  not  repugnant  to  the  commerce  clause  of  the  Consti- 
tution merely  because  the  assessments,  while  purporting  to  be  on  its  property  within 
the  State,  are  in  fact  levied  on  a  business  which  is  largely  interstate.  Adams  Ex.  Co. 
V,  Ohio  St.  Auditor,  165  U.  S.,  194  (1897). 
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State.  These  items  of  property  are  valued  and  the  rate  determined* 
by  the  state  board  of  equaUzation.  **  The  board  files  its  certifi- 
cate of  the  amount  of  taxes  due  with  the  state  treasurer,  who  noti- 
fies the  parties.  Such  taxes  are  in  lieu  of  all  taxes  upon  the  stock 
of  such  corporations.  *" 

The  real  estate  of  such  corporations,  not  included  in  the  above 
items  of  property,  is  taxed  by  the  towns  where  located.^ 

Shares  of  stock  in  telegraph  and  telephone  companies,  so 
assessed,  are  not  taxed  to  the  holder. '^  Bonds  in  these  companies 
are  taxable  to  the  holder  as  personal  property./ 

Electric  Power  and  Light  Companies. 

"Lands,  dams,  canals,  water  power,  buildings,  structures,  machinery, 
dynamos,  apparatus,  poles,  wires,  fixtures  of  all  kinds  and  desriptions 
owned,  operated,  and  employed  by  any  private  corporation  "  (domestic  or 
foreign),  "or  person  not  a  municipal  corporation,  in  generating,  producing, 
supplying,  and  distributing  electric  power  or  light,  shall  be  taxed  as  real 
estate  in  the  town  or  towns  in  which  said  property  or  any  part  of  it  is 
situated."^ 

"If  the  property  described  in  section  i  of  this  act  shall  be  situated  in 
or  extend  into  more  than  one  town,  said  property  shall  be  taxed  in  each 
town  according  to  the  value  of  that  part  and  proportion  of  the  same 
lying  within  its  limits.*'* 


a  The  rate  is  determined  in  the  same  manner  as  that  on  railroads.  See  last 
paragraph  of  note  a  p.  55,  supra. 

&The  property  of  telegraph  and  telephone  companies  is  generally  assessed  on  a 
capitalization  of  earnings,  this  being  possible  from  the  reports  made  to  the  board  of 
equalization.  At  all  events,  if  there  are  any  earnings  they  are  always  considered  as 
an  item  in  the  valuation  of  the  property.  The  lack  of  earnings  would  not,  however, 
prevent  any  valuation.  Suppose,  for  instance,  a  telegraph  or  telephone  company 
owns  tangible  property  w^orth  $100,000,  but  is  not  earning  anything;  nevertheless, 
it  would  be  taxed  on  this  tangible  property;  and  if  it  is  earning  a  certain  p)ercentage, 
this  income  would  be  considered  by  the  board  of  equalization  in  addition  to  the  tan- 
gible property.  The  largest  telegraph  company  in  New  Hampshire — the  Western 
Union — is  taxed  on  about  $90,000  annually.  The  largest  telephone  company  is  the 
New  England.  There  are  15  or  20  small  concerns,  and  although  their  earnings  are 
inquired  into  by  the  board  of  equalization,  usually  only  their  tangible  property  is 
taxed. 

c  Pub.  Stats.,  chap.  64,  sees.  3,  4,  5,  8,  9,  12. 

^  Ibid.,  chap.  55,  sec.  6,  as  amended  1907,  chap.  119. 

Real  estate  owned  by  a  telephone  company  and  used  in  its  ordinary  business  is 
taxable  by  the  state  board  of  equalization  in  the  manner  prescribed  by  Pub.  Stats., 
chap.  64,  and  not  by  the  town  in  which  it  is  situate.  New  England  Telephone  and 
Telegraph  Co.  v.  Manchester,  72  N.  H.,  166  (1903). 

«Pub.  Stats.,  chap.  64,  sec.  12. 

/See  p.  52,  supra. 

i?  Laws  of  1905,  chap.  42,  sec.  i 

*  Ibid.,  chap.  42,  sec.  2. 
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The  personal  property  of  these  corporations  is  taxed  locally  like 
that  of  manufacturing  and  mercantile  corporations." 

Shares  of  stock  and  bonds  in  these  companies  are  taxable  to 
the  holder  as  personal  property.* 

Foreign  Corporations. 

The  propjerty  in  the  State  of  a  foreign  corporation  and  its  shares 
of  stock  and  bonds  are  taxed  like  similar  domestic  corporations. 

in.  FINANCIAL  RESULTS. 

Total  Statb  Rbcbipts  Classipibd  as  to  Revbnub  from  Corporations,  other 
Fecial  Taxbs  and  Receipts,  and  Gbnbral  Property  Tax,  and  Showing  Por- 
tion OF  Corporation  Taxes,  etc.,  Distributed  to  Cities  and  Towns,  Year 
BNDED  ArorsT  31,  1908.  <^ 

Total  state  receipts,  all  sources $1,  868,  5 16.  39 


special  taxes  on  corporations: 

Railroad  coin[»anies $4^7 1  5 18.  37 

Express  companies 3,121.80 

Telegraph  companies     1,943.60 

Telephone  companies     ...    14,344.80 

Parlor  and  dining  car  companies i,  634. 00 

Insurance  companies  <'.   84,676.71 

Savings  banks 487,  309.  99 

Building  and  loan  associations . 151.  81 

Charter  fees' .. 25.00 

Total  state  receipts  from  corporations i,  060,  726. 08 

Less  portion  distributed  to  cities  and  towns: 

Railroad  tax 276,  897.  62 

Insurance  tax 10,  152.59 

Savings  bank  tax 446,  872.  57 

Savings  bank  tax  to  literary  fund 40, 437.  42 

Building  and  loan  association  tax 151-81 

Total  corporation  taxes  distributed  to  cities  and  towns 774,  512.01 

State's  share  of  corporation  taxes 286,  2 14.  07 

Other  special  taxes  and  receipts: 

Legacy  and  succession  tax 80, 469.  42 

State  hospital  loan 150, 000. 00 

Interest  receipts    .    _ 31,852.12 


«  Pub.  Stats.,  chap.  56,  sec.  9. 

b  See  p.  52,  supra. 

^  Report  of  State  Treasurer  for  fiscal  year  ended  August  31,  1908. 

^$2,000  of  this  amount  is  paid  to  the  fireman's  relief  fund.  The  total  here  given 
includes  $14,572.75  of  fees  collected  by  the  commissioner  of  insurance. 

'  Small  amount  due  to  fact  that  legislature  was  not  in  session.  Most  of  such  fees 
come  from  specially  chartered  companies.     In  1907  the  amount  was  $2,732.50. 
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Other  special  taxes  and  receipts — Continued. 

Receipts  from  United  States  (for  soldiers'  home) .  _  $7,  708.  33 

Unclaimed  savings  bank  deposits  ._ 13,  280.  84 

License  fees,  fines,  escheats,  etc 24, 479.  60 

Total  special  taxes  and  receipts  not  from  corporations $307,  790.  31 

Total  special  taxes  and  receipts  for  state  purposes 594, 004. 38 

State's  share  of  general  property  tax  « 500, 000. 00 

Less  portion  returned  to  cities  and  towns  for  school 

purposes  ^ _ _ 42,207.49 

457.792.51 


Total  state  revenue  for  state  purposes if05i,  796.  89 

Total  state  receipts  distributed  to  cities  and  towns 816,  719.  50 

Total  state  receipts,  all  sources _. i,  868,  5 16.  39 


Per  cent  of  total  state  receipts  derived  from  corporations 56.77 

Per  cent  of  state  revenue  for  state  purposes  derived  from  corporations 27.21 

Per  cent  of  state  revenue  for  state  purposes  derived  from  all  special  taxes  and 
receipts 56. 48 

A  new  source  of  revenue  in  this  State  is  from  the  legacy  and  suc- 
cession tax,  which  has  brought  the  following  amounts  into  the 
state  treasury  during  the  periods  given:  Fiscal  year  ended  May 
31,  1906,  $3,276.55;  period  of  fifteen  months  ended  August  31, 
1907,  $86,396.53;  fiscal  year  ended  August  31,  1908,  $80,469.42. 

The  State  Treasurer  "^  has  called  attention  to  the  fact  that  the 
State  has  been  paying  to  the  towns,  for  the  benefit  of  school 
fund  and  high-school  tuition,  from  corporation  taxes,  the  following 
amounts  in  excess  of  the  state  allotments  assessed  upon  them : 

For  the  year  ended  May  31,  1905 $362,  775.  93 

For  the  year  ended  May  31,  1906 _ 275,462.47 

For  fifteen  months  ended  August  31,  1907 266,402.  15 

For  the  year  ended  August  31,  1908 __ 316,634.  19 

Total — - _.  I,  221,  274.  74 

This  statement,  he  maintains,  reduced  to  its  lowest  terms,  means 
that  the  State  has  paid  to  the  towns  in  the  past  four  years  more 
than  $1,200,000  in  excess  of  the  state  tax  charged  against  them, 
while  it  has  been  obliged  to  borrow  money  to  meet  its  obligations 
and  has  increased  the  state  debt  by  $573,129.90.  The  pecuUar 
situation  with  regard  to  the  division  of  the  collection  of  the  taxes 
between  the  State  and  the  towns  is  referred  to  under  **  Comments  '* 
(p.  64,  infra). 

«Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  impossible  prac- 
tically to  ascertain  the  amount  thus  received  from  corp)orations. 

ft  Part  of  this  amount  should  properly  come  out  of  corporation  taxes  and  other 
special  taxes,  as  it  is  distributed  from  the  general  state  treasury. 

c  Report  of  State  Treasurer,  1907,  p.  239;  1908,  pp.  330,  331. 
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IV.  COMMENTS. 
Historical  Review.' 

In  1842  an  act  was  passed  introducing  a  change  of  far-reaching 
importance  in  the  method  of  taxation.  By  it  railroad  stock  was 
excluded  from  the  general  inventory  of  personal  estates,  and  pro- 
vision was  made  for  the  taxation  of  railroads  as  a  whole  by  state 
officers.  This  law  established  for  the  taxation  of  corporations  a 
method  that  has  since  been  followed  until  the  corporation  taxes 
form  an  important  part  of  the  state  revenue.  It  has  been  a  mat- 
ter of  vast  importance  to  the  State  that  it  was  thus  early  recog- 
nized that  local  assessors,  each  working  in  a  limited  field,  are  abso- 
lutely incapable  of  reaching  the  property  of  a  corporation  and 
acciuately  valuing  its  entire  property  from  the  valuation  of  sep- 
arate parts. 

Up  to  1842  the  stock  in  all  corporations  was  taxable  to  the 
owners  as  personal  property*  in  the  towns  where  they  resided. 
The  act  of  1842  provided  that  *' every  railroad  corporation  shall 
pay  to  the. state  treasurer  *  *  *  one  per  cent  on  the  value 
of  that  part  of  its  capital  stock  expended  within  this  State.**  * 
This  tax  was  to  be  apportioned  as  follows:  (i)  To  the  several 
towns  in  which  any  railroad  might  be  located,  one-fourth,  each 
town  to  receive  in  proportion  to  the  capital  stock  expended 
therein;  (2)  to  the  several  towns  in  which  stock  was  owned,  three- 
fourths  of  the  I  per  cent  paid  on  the  stock  owned  in  such  town; 
(3)  the  remainder  for  the  use  of  the  State.  In  1867  the  rate  of 
taxation  was  changed  by  requiring  that  the  capital  of  every  rail- 
road corporation  expended  in  the  State  should  be  taxed  as  near 
as  may  be  at  the  same  rate  as  other  property  in  the  town  in  which 
the  part  of  the  railroad  under  consideration  was  located,  instead 
of  at  the  imif  orm  rate  of  i  per  cent.  ^  Recommendations  of  the  tax 
commission  of  1878  were  adopted  by  the  legislature,  declaring,  in 
the  case  of  railroads,  that  the  tax  should  be  laid  upon  the  actual 
value  of  the  road,  rolling  stock,  and  equipment,  and  that  the  actual 
value  and  the  rate  should  be  determined  by  the  state  board  of 
equaUzation.  This  law  was  amended  in  1881  by  requiring  every 
railroad  to  pay  an  annual  tax  as  near  as  might  be  at  the  rate  of 

^See  "A  History  of  Taxation  in  New  Hampshire/'  by  Maurice  H.  Robinson,  in 
Publications  of  the  American  Economic  Association,  August,  1902,  p.  112. 
&  Laws  of  1833,  p.  98. 
cRev.  SUts.,  1842,  p.  103. 
<<Gen.  Stats.,  1867,  p.  130. 
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taxation  of  other  property  in  all  the  towns  and  cities  instead  of  at 
the  rate  in  the  several  towns  in  which  the  railroad  was  located. « 
"The  revenue  received  from  the  taxation  of  railroad  corporations 
in  New  Hampshire,"  says  Mr.  Robinson,  "bears  striking  testimony 
to  the  efficiency  of  the  direct  method  of  taxation  of  corporate 
property  on  the  corporation  itself.''  From  1842  mitil  1878  the 
taxes  laid  upon  railroad  corporations  were  assessed  by  the  justices 
of  the  supreme  court;*  and  since  1878  by  the  state  board  of  equal- 
ization. "" 

The  direct  taxation  by  the  State  of  telegraph  companies  dates 
from  1878,  when  an  act  was  passed  <*  providing  for  a  tax  of  i  per 
cent  upon  the  value  of  the  property,  including  office  furniture  and 
machinery.  The  appraisal  was  to  be  made  by  the  board  of  equali- 
zation on  the  basis  of  the  actual  value  of  the  property.  This  tax 
was  to  be  in  lieu  of  all  other  taxes.  In  1881  the  rate  was  changed 
from  I  per  cent  to  *'  an  annual  tax  as  near  as  may  be  in  proportion 
to  the  taxation  of  other  property  throughout  the  State.''* 

The  act  of  September  15,  1883,  provided  for  the  assessment  of 
a  tax  on  telephone  companies  in  the  same  manner  as  telegraph 
companies. 

Difficulties  in  Applying  the  Property  Tax  to  Corporations. 

New  Hampshire  presents  a  very  uniform  application  of  the 
property  tax  to  corporations.  The  reason  for  this  is  largely  con- 
stitutional. Nearly  thirty  years  ago  an  attempt  was  made  to  tax 
express  companies  upon  the  basis  of  gross  receipts,  but  the  la_w  was 
adjudged  to  be  repugnant  to  the  constitution.  It  was  believed, 
as  a  result  of  the  decision  in  this  case,/  that  the  legislature  was 
confined,  in  legislating  upon  the  subject  of  taxation,  to  a  propor- 
tional and  equal  assessment  of  property,  and  that  the  compara- 
tively rapid  tendency  in  many  States  to  use  gross  receipts  as  a 
basis  for  taxing  important  classes  of  public-service  corporations 
would  not  extend  to.  New  Hampshire.  In  referring  to  this  diffi- 
culty the  tax  commission  thinks  there  would  be  no  constitutional 
objection  to  a  statute  providing  that  the  amount  of  income  shall 


o  Laws  of  188 1,  chap.  53,  sec.  i. 

&Rev.  Stats.,  chap.  39,  sec.  4;  Conip.  Stats.,  chap.  41,  sec.  4;  Gen.  Stats.,  chap. 
54,  sec.  2. 

cGen.  Laws,  chap.  62,  sec.  2;  Pub.  Stats.,  chap.  64,  sec.  4. 
<*  Laws  of  1878,  p.  182. 
«  Laws  of  1881,  p.  471. 
/  See  note  6,  p.  50,  supra. 
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be  considered  by  the  taxing  body  in  connection  with  other  evi- 
dence, and  that  upon  consideration  of  all  evidence  the  true  value 
of  property  producing  the  income  shall  be  determined.*  By  pur- 
suing this  course  the  legislature  may  be  able  indirectly  to  reach 
corporations  more  eflFectually  than  is  possible  under  the  simple 
property  tax  system.  It  is  claimed  that  the  case  of  State  v. 
Express  Company,*  held  that  there  must  be,  under  the  constitu- 
tional provision,  not  only  imiformity  of  rate,  but  also  tmiformity 
in  mode  of  assessment,  although  the  state  board  of  equalization 
and  even  the  coimty  and  town  officers  are  not  required  to  go  into 
details  and  explain  their  mode  of  assessment,  and  although  the 
apparent  violation  of  uniformity  in  the  mode  of  assessment  and 
even  in  rate  as  obtains  in  the  taxation  of  savings-bank  deposits, 
insurance  premiums,  and  building  and  loan  associations,  has  never 
been  passed  upon  by  the  New  Hampshire  supreme  court. 

Business  Corporations  Inadequately  Taxed. 

Several  reasons  are  assigned  by  the  commission  why  the  prop- 
erty of  business  corporations  in  the  State  is  not  assessed  at  full 
value — first,  none  but  experts  can  approximate  its  real  value; 
second,  assessors  have  no  knowledge  whether  the  corporations  are 
earning  much  or  little;  third,  no  attention  is  paid  to  the  franchise, 
for  material  property  alone  is  considered.* 

The  tax  commission  of  1908  suggests  greater  publicity  as  a  rem- 
edy for  the  undervaluation  of  property,  saying : 

"The  practice  obtaining  in  several  towns  of  publishing  in  pamphlet 
form  the  town  inventory  in  detail  we  regard  as  most  excellent.  The 
pamphlets  are  distributed  and  afford  an  opportunity  to  each  person  to 
study  at  his  leisure  the  assessment  of  every  piece  of  property  in  town. 
If  any  piece  has  been  overlooked  some  one  will  note  it  and  call  the  atten- 
tion of  the  selectmen  to  it.  The  people  whose  property  has  been  assessed 
at  full  value  will  not  hesitate  to  criticise  other  assessments.  The  pub- 
licity given  to  their  work  will  tend  to  make  assessors  more  careful  in  its 
performance."** 

In  theory  corporate  franchises  are  to  be  appraised  as  part  of  the 
company's  taxable  property.  Practically,  it  appears  that  this  is 
perhaps  done  in  the  case  of  railroads,  but  probably  not  in  the  case 
of  other  corporations. 

o  Report  of  Tax  Commission,  1908,  p.  148. 
estate  V.  Express  Co.,  60  N.  H.,  219  (1880). 
c  Report  of  Tax  Commission,  1908,  p.  141. 
rflbid.,  pp.  31,  32. 
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Taxation  of  Intangible  Personal  Property. 

The  taxation  of  moneys,  net  credits,  and  securities  is  a  pressing 
question  in  several  of  the  New  England  States  at  present.  New 
Hampshire,  like  other  States,  misses  a  large  fraction  of  taxable 
securities,  moneys,  and  credits,  commonly  called  intangible  per- 
sonalty. It  is  estimated  that  about  $4,000,000  of  this  kind  of 
property  was  returned  in  1908,  and  that  about  20  per  cent  of  that 
was  reached  by  doomage.  When  the  holders  of  this  class  of  prop- 
erty do  return  it  for  taxation  a  large  part,  if  not  all,  of  the  income 
therefrom  is  taken  by  the  tax.  One  of  the  most  important  sub- 
jects before  the  New  Hampshire  legislattire  in  February,  1909,  was 
this  question  of  the  taxation  of  intangible  personalty.  The  tax 
commission  recommends  that  money  and  securities  be  dropped 
from  the  taxable  list,  maintaining  that  the  taxation  of  "  money  at 
interest,"  which  embraces  all  classes  of  securities  specified  in  the 
statutes,  is  double  taxation.* 

Some  of  New  Hampshire's  public  men  interested  in  taxation  are 
advocating  a  low  uniform  rate  on  intangible  personalty,  such  as 
obtains  in  Pennsylvania,  Maryland,  and  Connecticut.  The  mem- 
bers of  the  tax  commission,  however,  believe  it  will  be  better  for 
New  Hampshire  to  meet  the  situation  on  the  distinct  and  simple 
ground  that  it  is  double  taxation,  and  therefore  wrong  to  tax 
securities.  They  do  not  recommend  a  low  fixed  tax,  because  they 
regard  it  as  merely  a  less  aggravated  form  of  double  taxation, 
and  because  it  is  in  their  opinion  unconstitutional.'' 

Separation  of  Sources  of  State  and  Local  Revenues. 

The  chief  feature  of  the  New  Hampshire  system  which  dis- 
tingfuishes  corporate  from  general  taxation  is  that  the  tax  on 
transmission  and  transportation  corporations  is  assessed  and 
collected  by  central  state  authority.  The  basis  of  the  tax  itself, 
property,  is  uniform  both  for  corporate  and  for  general  taxation. 

Under  the  New  Hampshire  system,  the  legislature  fixes  the 
total  amount  of  taxes  to  be  raised  for  state  expenses  each  year  by 
the  general  property  and  poll  tax,  and  then  apportions  to  each 
town  a  certain  amount  thereof,  which  is  collected  from  the  taxa- 
ble property  and  polls  therein.  This  amount  is  transmitted  to 
the  state  treasurer.  On  the  other  hand,  the  State  itself  collects 
certain  corfK)ration  taxes  and  distributes  all  or  part  to  towns 
where  such  corporations  hold  real  estate  or  have  their  principal 

o  Report  of  Tax  Commission,  1908,  pp.  75,  76.  bibid.,  p.  82. 
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place  of  business,  or  where  their  stockholders  reside.  The  State 
thus  presents  the  unusual  situation  referred  to  in  the  treasurer's 
reports  above  cited,  of  collecting  more  revenue  for  the  towns  than 
the  towns  collect  for  the  State.  The  amotmt  of  the  state  tax 
collected  through  the  towns  in  the  fiscal  year  ending  August  31, 
1908,  was  $500,000,  and  the  amount  retiuned  to  the  various 
towns  by  the  State  was  $816,634.19.*  The  State,  therefore,  paid 
to  the  towns  $316,634.19  more  than  the  amount  of  the  taxes 
raised  by  all  of  the  towns  for  the  state  treastuy.  The  report  of 
the  tax  commission  shows  that  Concord  was  apportioned  a  state 
tax  of  $34,130,  and  that  against  this  the  town  was  entitled  to  a 
credit  of  $102,364.42  from  the  state  treastuy,  thus  leaving  a  net 
balance  paid  the  town  of  $68,234.42.  The  figures  for  certain 
other  towns  make  a  similar  showing. 

This  tax,  collected  by  the  State  and  paid  by  it  to  the  towns,  is 
largely  made  up  of  taxes  on  real  and  personal  property  located  in 
the  towns  and  owned  by  corporations,  which  property  the  towns 
do  not  tax. 

The  tax  commission  calls  attention  to  the  fact  that  the  state 
tax  collected  from  the  towns  of  $500,000  furnishes  the  State  with 
about  five-ninths  of  its  revenue,  and  that  four-ninths  comes  from 
the  taxes  levied  on  telegraph,  telephone,  parlor  car,  express,  and 
insurance  companies,  legacies  and  successions,  certain  fees,  and  a 
portion  of  the  railroad  tax  represented  by  nonresident  stock. 
Taking  the  period  from  May  31,  1905,  the  state  debt  has  increased 
about  $600,000  to  meet  ciurent  expenses,  and  during  the  same 
period  the  State  has  paid  to  the  towns  on  account  of  corporation 
taxes  collected  by  the  State  more  than  $1,000,000  in  excess  of  the 
state  tax  levied  on  them.  In  view  of  this  situation  the  commis- 
sion recommends: 

"Separation  of  state  from  local  taxation  as  to  sources  of  revenue — this 
is  the  first  step  in  reform. 

"Complete  separation  implies  that  the  State  shall  collect  its  revenues 
from  sources  other  than  a  direct  levy  on  real  and  personal  property  of 
mdividuals,  leaving  to  the  counties  and  cities  the  exclusive  right  to  tax 
such  property  for  local  purposes. 


«  These  were  the  items: 

Insurance  tax $10, 152. 59 

Railroad  tax 276, 897.  62 

Savings  bank  tax 446, 872. 57 

Literary  fund 40,352.11 

School  fund 34,  207. 49 

Sec  also  Report  of  Tax  Commission,  1908,  p.  38. 


High  school  tuition -_ $8, 000. 00 

Building  and   loan   associa- 
tion tax -  151.  81 


Total- 816,634.19 
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"This  will  take  the  burden  of  direct  state  taxation  off  real  estate  and 
save  the  owners  of  real  estate  about  $4,000,000  annually.    *    *    * 

**It  establishes  at  once  home  rule  in  matters  of  local  taxation. 

**It  abolishes  at  once  any  necessity  for  equalization  between  counties, 
and  cures  the  evils  state  equalization  fails  to  reach. 

"The  property  belonging  to  the  subjects  selected  for  state  taxation 
shall,  so  far  as  it  is  reached  by  the  State,  whether  through  its  earnings 
or  directly,  be  exempt  from  local  taxation."* 

Annual  ^^  Franchise  Tax." 

The  tax  commission*  recommends  that  "  corporations  organized 
under  the  laws  of  and  having  no  property  within  this  State  should 
be  required  to  pay  an  annual  franchise  tax  equal  to  one  twenty- 
fifth  of  I  per  cent  of  the  authorized  amount  of  their  capital  stock." 

"New  Hampshire/'  it  says,  "does  not  and  ought  not  to  enter 
into  competition  with  other  States  in  inducing  corporations  to 
organize  here  because  of  the  looseness  of  its  laws.  On  the  other 
hand,  if  corporations  do  organize  here  for  the  purpose  of  trans- 
acting business  elsewhere,  and  enjoy  a  degree  of  credit  due  to 
the  well-known  conservatism  of  our  laws,  the  State  ought  to 
receive  a  shght  annual  return.'* 

Organization  Fees. 

New  Hampshire's  corporation  laws  have  possessed  peculiar 
features  with  regard  to  organization  fees. 

In  his  message  of  1895  ^^  Governor  Busiel  urged  a  revision  of 
the  law  to  meet  the  needs  of  modern  conditions.  The  fees  for 
domestic  corporations  were  not  changed,  but  the  fees  for  foreign 
corporations  entering  the  State,  which  had  been  practically  pro- 
hibitory, were  considerably  lowered. 

At  the  present  time  a  corfK)ration  organized  under  the  general 
law  to  do  business  in  the  State  pays  only  a  nominal  filing  fee. 
Those  so  organized,  but  for  the  purpose  of  doing  business  outside 
the  State,  or  having  the  principal  office  beyond  the  borders  of 
New  Hampshire,  pay  a  charter  fee  based  on  the  amount  of  capital 
stock. 

Corporations  organized  under  special  acts  of  the  legislature,  such 
as  railroads,  banks,  and  insurance  companies,  also  pay  charter 

a  Report  of  Tax  Commission,  1908,  p.  45.  These  recommendations  follow  closely 
those  of  the  California  Tax  Commission  (1906)  and  the  International  Tax  Conference 
(1907). 

ft  Ibid,  p.  152. 

cSee  Governor's  Message,  State  Reports  (1895). 
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fees.  As  shown  on  page  59,  practically  all  the  revenue  from 
charter  fees  comes  from  charters  granted  by  special  acts  of  the 
legislature. 
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Annual  Report  of  the  Secretary  of  State  for  the  Year  ended  August 

3i»  1907- 
Same,  1908. 

Report  of  the  State  Treasurer  of  the  State  of  New  Hampshire  for 
Fifteen  Months  ended  August  31,  1907. 

Same  for  the  Fiscal  Year  ended  August  31,  1908. 

A  History  of  Taxation  in  New  Hampshire,  by  Maurice  H.  Robinson, 
in  Publications  of  the  American  Economic  Association.     August,  1902. 
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L  GENERAL  VIEW, 
Chief  Features. 

The  chief  features  of  corporate  taxation  in  Vermont  are  two . 

First.  The  "annual  license  tax"  upon  capital  stock  of  all  cor- 
porations doing  business  in  Vermont.  Unincorporated  associa- 
tions doing  business  in  Vermont  pay  this  tax  upon  their  assets. 

Second.  Transportation  and  transmission  companies  (except 
express,  which  are  taxed  on  mileage,  and  palace  car,  which  are 
taxed  on  capital  invested  in  the  State)  have  the  option  of  being 
taxed  on  property  or  on  gross  earnings.  They  also  pay  the 
"license  tax." 

All  of  the  above  taxes  are  for  state  purposes. 

General  Corporation  Tax  on  Capital  Stock  or  **  Deposit.''^ 

Domestic  corporations  and  foreign  corporations  and  associations 
doing  business  in  the  State  pay  the  "annual  license  tax"  above 
mentioned.  For  companies  having  a  capital  stock  this  tax  is 
based  on  the  par  value  thereof,  and  for  those  having  no  capital 
stock  this  tax  is  based  on  assets  ("deposit").  It  is  collected  by 
the  State  for  state  purposes. 

Railroad,  etc.,  Company  Tax — On  Property  or  on  Earnings. 

Domestic  and  foreign  railroad,  street-railway,  telegraph,  tele- 
phone, steamboat,  and  car  (not  palace  car)  companies  doing 
business  in  the  State  are  taxed  by  the  State  for  state  purposes 
upon  property,  or,  in  lieu  thereof,  on  gross  earnings.  The  real 
and  personal  property  used  in  operating  or  carrying  on  the  busi- 
ness of  the  company  is  not  taxed  for  local  purposes.  They  also 
pay  the  "license  tax." 

Express  Company  Tax — On  Mileage. 

• 

Domestic  and  foreign  express  companies  arc  taxed  by  the  State 
for  state  purposes  on  the  mileage  of  routes  or  lines  located  wholly 
within  the  State,  upon  or  over  which  express  matter  is  trans- 
ported between  points  in  Vermont.  They  also  pay  the  "license 
tax." 


°  The  Commissioner  of  State  Taxes  states  that  "deposit"  means  about  the  same 
as  "assets/'  It  is  the  basis  of  the  "annual  license  tax"  on  companies  having  no 
capital  stock  for  such  basis. 
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Palace-Car  Company  Tax — On  Capital  Invested  in  State. 

Domestic  and  foreign  sleeping,  parlor,  dining,  or  other  similar 
car  companies  ("palace  car"  companies),  are  taxed  by  the  State 
for  state  purposes  upon  the  amount  of  capital  invested  or  used 
by  the  company  in  the  State.  They  also  pay  the  "license  tax." 
A  railroad  owning  or  operating  its  own  cars  and  paying  the  state 
tax  on  its  property,  or  gross  earnings,  is  exempt  from  payment 
of  this  tax. 

Property  Tax. 

Real  estate  of  railroads  not  used  in  the  business,  and  goods,  wares, 
merchandise,  stock  in  trade,  and  material  and  machinery  used  in 
manufactiu-e  are  taxed  to  corporations  the  same  as  is  the  property 
of  individuals.  Property  of  those  corporations  which  are  specially 
taxed  is  generally  exempt  unless,  under  an  alternative  provision, 
they  elect  to  be  taxed  upon  a  property  basis. 


Foreign  Corporations. 

Foreign  corporations  in  Vermont  are  generally  subject  to  the 
same  provisions  of  corporate  taxation  as  are  similar  domestic 
corporations. 

Stockholders  and  Bondholders. 

The  shares  of  stock  in  domestic  and  foreign  corporations  (except 
railroads,  telephone,  insurance,  surety,  steamboat,  car,  and  trans- 
portation companies)  are  taxed  to  the  holders  as  personal  property. 
In  the  case  of  ** manufacturing,  mercantile,  or  trading"  compa- 
nies deduction  is  made  for  all  property  taxed  to  the  corporation. 
In  the  case  of  **all  other  corporations"  deduction  is  made  for 
real  estate  so  taxed  only. 

Bonds  are  taxed  to  the  holders  as  personal  property. 


Administration. 

The  administration  of  the  law  governing  the  taxation  of  cor- 
porations is  in  the  hands  of  the  Commissioner  of  State  Taxes, 
appointed  biennially  by  the  Governor." 

«  Sources  of  revenue  in  Vermont: 

Towns. — The  cities  and  towns  derive  their  revenues  from  (a)  property  and  polls; 
(6)  occupation  taxes  and  licenses;  (c)  school  taxes. 

Counties. — ^The  revenue  of  the  county  is  derived  from  (a)  property  and  polls  col- 
lected by  the  towns;  (6)  business  taxes  and  licenses. 

State. — ^Thc  state  revenue  is  derived  from  (a)  property  and  polls  collected  by  the 
towns;  {b)  inheritance  tax;  (c)  corporation  taxes;  (d)  business  taxes  and  licenses; 
(e)  fees  and  fines. 
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n,  DETAILS  AS  TO  THE  CONSTITUTION  AND  THE 

STATUTES. 

Constitution. 

The  constitution  of  Vermont  contains  no  passage  dealing  spe- 
cifically with  taxation.  It  says  generally  that  every  member  of 
society  must  contribute  his  proportion  toward  the  expense  of 
protection  of  life,  liberty,  and  property,  and  that  the  purpose  of 
a  tax  ought  to  appear  to  the  legislature  of  more  service  to  the 
community  than  the  money  would  be  if  not  so  collected." 

The  constitution  requires  that  in  order  to  pass  a  bill  raising  a 
state  tax  there  must  be  a  vote  of  two-thirds  of  the  repre- 
sentatives.'' 

Statutes.*' 
General  Property  Tax. 

In  Vermont  corporations  have  been  for  the  most  part  classified 
and  each  class  subjected  to  a  special  tax,  as  hereinafter  described. 

There  are  exempted  from  the  general  property  tax  the  real 
and  personal  estate  used  in  operating  a  railroad,  steamboat,  car 
or  transportation  company,  or  used  in  carrying  on  express,  tele- 
graph, or  telephone  business  in  the  State,  and  the  shares  of  stock  in 
domestic  telephone,  telegraph,  steamboat,  car  and  transportation 
companies.*' 

Real  estate  of  railroad  corporations,  not  used  in  operating  their 
roads,  is  taxed  like  that  of  individuals.' 

Goods,  wares,  merchandise,  stock  in  trade,  including  stock  used 
in  the  business  of  the  mechanic  arts  and  machinery  used  in  manu- 
facture, if  belonging  to  corporations,  are  taxed  as  if  belonging  to 
individuals./ 

Manufacturing  establishments,  quarries,  mines,  machinery,  and 
buildings  necessary  for  use  in  the  business,  machinery  put  into 
unoccupied  buildings,  capital  and  personal  property  used  in  the 

oChap.  I,  art.  9  (1777). 

b  Chap.  2,  sec.  9. 

c  Except  as  otherwise  indicated,  the  references  as  given  herein  are  to  the  sections 
of  the  revision  known  as  ''Public  Statutes,*'  which  contain  the  acts  up  to  and 
including  1906.  The  statutes  passed  since  then  have  been  consulted.  The  laws  of 
the  1908  session  of  the  legislature,  which  adjourned  January  29,  1909,  have  also 
been  included. 

*Pub.  Stats.,  sec.  797,  as  amended  by  Acts  of  1908,  p.  27. 

«Ibid.,  sec  527. 

/Ibid.,  sec.  510. 
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business,  if  the  amount  invested  exceeds  $i  ,000,  may  be  exempted 
from  taxation  for  a  period  not  exceeding  ten  years  from  com- 
mencement of  business,  provided  the  town  so  votes.^ 

Stockholders  and  Bondholders.^ 

Shares  of  stock  in  corporations,  domestic  and  foreign,  are  taxed 
locally  to  the  owner  like  other  personal  property,  if  he  resides  in 
the  State  ;'^  and  if  he  is  a  nonresident  the  tax  is  paid  locally  by 
the  corporation  and  a  lien  on  the  stock  in  favor  of  the  corporation 
is  thereupon  created.**  Deduction  is  made  for  all  property  taxed 
to  manufacturing,  mercantile,  and  trading  companies  in  Vermont 
or  elsewhere.  In  taxing  stock  of  other  corporations  deduction  is 
made  for  real  estate  taxed  in  Vermont  or  elsewhere.*  There  are 
excepted  from  the  above  tax  the  shares  of  stock  in  railroad,* 
domestic  "telephone,  telegraph,  insurance,  surety,  guaranty, 
steamboat,  car  (not  palace  car)  and  transportation  companies.*'  / 

Shares  of  stock,  bonds,  and  other  evidences  of  indebtedness 
belonging  to  insurance  or  surety  companies  are  not  taxable.^ 

Shares  of  stock  in  a  foreign  corporation,  when  all  the  stock  of 
such  corporation  is  taxed  in  the  home  State,  are  exempt  from 
taxation  in  the  hands  of  the  holder.^ 

Bonds  of  corporations  are  taxed  in  the  hands  of  the  holder  like 
other  personal  property.* 


«  Pub.  Stats.,  sec.  499. 

Exemption  of  such  corporations  by  vote  exempts  stockholders.     Richardson  v.  St." 
Albans,  72  Vt.,  i  (1899). 

The  act  held  not  in  contravention  of  constitution  of  Vermont,  chap.  I,  art.  9. 
Colton  V.  Montpelier,  71  Vt.,  413  (1899). 

6  See  "Holders  of  stock,"  under  "Comments,"  p.  83,  infra. 

«  Pub.  Stats.,  sec.  515. 

As  is  usually  the  case,  very  little  stock  is  actually  reached.  The  Tax  Commissioner 
once  made  a  list  of  $9,000,000  of  stocks,  and  upon  examination  it  appeared  that  atK)Ut 
3  per  cent  was  taxed.  The  Commission  of  1908  recommends  that  the  administration 
of  this  law  he  transferred  from  the  local  authorities  to  the  State  Tax  Commission. 
(See  Report,  p.  28.) 

<'Pub.  Stats.,  sec.  516. 

The  Tax  Commissioner  states  that  very  little  value  is  left  to  he  taxc<l  after  the 
deductions  are  made. 

«  Piib.  Stats.,  sec.  520. 

/Ibid.,  sec.  797,  as  amended  by  Acts  of  1908,  p.  27. 

^Ibid.,  sec.  496,  III. 

For  effect  of  this  provision,  see  p.  83,  infra.  This  exemption  is  held  to  extend  to 
shares  in  a  Canadian  corporation  which  pays  in  Canada  a  tax  upon  its  capital.  The 
words  •'  another  State  * '  include  foreign  countries.    Foster  v.  Steven,  63  Vt . ,  1 75  ( 1 890) . 

*Pub.  Stats.,  sec  494. 

Corporate  bonds  are  evidently  listed  as  personal  property,  there  being  no  law  with 
special  reference  to  them. 
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Tax  on  Capital  Stock  or  <<  Deposit'"' 

Domestic  corporations,  foreign  corporations  doing  business  in 
the  State,  and  associations  and  joint  stock  companies  doing  busi- 
ness in  the  State  pay  what  is  called  an  **  annual  license  tax.** 
For  companies  having  a  capital  stock  the  tax  is  based  on  the  par 
value.  For  those  having  no  capital  stock  the  tax  is  based  on 
assets  referred  to  in  the  statute  as  **  deposit."  Because  of  the 
very  general  application  of  this  provision  it  is  given  in  full: 

"  Every  foreign  corporation  doing  business  in  this  State,  and  every  asso- 
ciation or  joint  stock  company  doing  business  in  this  State  issuing  shares 
of  stock  or  dividing  its  corporate  rights  or  property  into  shares,  and  every 
domestic  corporation  shall,  except  as  hereinafter  provided,  pay  an  annual 
license  tax  to  the  State.  Corporations  organized  solely  for  charitable, 
religious,  or  educational  purposes,  cemetery  associations,  and  all  corpora- 
tions having  no  capital  stock  or  deposit  as  hereinafter  defined,  shall  be 
exempt  from  the  payment  of  the  annual  license  tax."* 

*  *  The  word  *  deposit '  as  used  in  this  chapter  relative  to  any  tax  *  *  * 
shall  include  all  moneys  or  securities  deposited  with  or  held  by  savings 
banks,  trust  companies,  savings  bank  and  trust  companies,  savings  insti- 
tutions, building  and  loan  associations,  and  all  mutual  or  cooperative 
institutions  for  savings;  all  assets  held  by  any  corporation  or  association 
engaged  in  any  commercial,  manufacturing,  or  other  business,*'  carried 
on  in  whole  or  in  part  upon  the  mutual  or  cooperative  plan,  or  which 
exercises  corporate  functions  in  this  State;  and  all  assets  held  by  insur- 
ance, surety,  or  guaranty  companies  or  associations  as  surplus,  or  as  nec- 
essary reserve  Under  any  contract  of  insurance,  suretyship,  or  guaranty- 
ship."** 

"A  corporation  subject  to  the  payment  of  the  annual  license  tax  and 
having  capital  stock  or  deposit  of  fifty  thousand  dollars  or  less  is  hereby 
assessed  an  annual  license  tax  of  ten  dollars,  and  for  each  fifty  thousand 
dollars  or  fractional  part  thereof  of  capital  stock  or  deposit  in  excess  of 
fifty  thousand  dollars,  five  dollars.  But  no  annual  license  tax,  except  as 
otherwise  provided  in  this  chapter,  shall  exceed  fifty  dollars."* 

oSec  "Annual  license  tax,"  in  "Comments,"  p.  8i,  infra. 

b  Pub.  Stats.,  sec.  752. 

A  former  statute  imposing  a  license  upon  the  business  of  peddling  gotxls  not  manu- 
factured in  the  State  was  declared  unconstitutional  as  conflicting  with  the  fourteenth 
amendment  to  the  Cotistitution  of  the  United  States.  State  v.  Hoyt,  71  Vt.,  59 
(1899). 

cThe  Attorney-General  of  Vermont  has  held  that  "other  business"  means  the 
business  for  which  the  corporation  or  association  was  organized,  which  may  not  t)e 
for  profit. 

d  Pub.  Stats.,  sec.  753. 

The  Commissioner  of  State  Taxes  states  that  "deposit"  means  a1x)Ut  the  same  as 
"  assets."  It  is  the  basis  of  the  "annual  license  tax  "  on  companies  having  no  capital 
stock  for  such  basis. 

e  Pub.  Stats.,  sec.  754. 

A  corporation  in  the  hands  of  a  receiver  and  doing  no  business  is  free  from  pay- 
ment of  annual  license  or  franchise  tax.  State  v.  Bradford  Savings  Hank,  71  Vt., 
234  (1899).  The  distinction  between  a  franchise  tax  and  property  tax  is  elaborated 
in  State  v.  Franklin  County  Savings  Bank,  74  Vt.,  246  (1902). 
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Mamifacturiiig  and  Mercantile  Corporations. 

These  companies  are  subject  to  the  "  annual  license  tax,"  above 
given,  for  state  purposes,  and  their  real  and  personal  property  is 
taxed  in  the  towns  where  situated.* 

Shares  of  stock  in  these  companies  less  the  value  of  all  property 
taxed  to  the  corporation  are,  in  theory,  taxed  to  the  owner;* 
bonds  are  also  taxable.* 

Railroads.'' 

Corporations  or  persons  owning  and  operating  steam  railroads 
may  elect  to  pay  either  a  tax  based  upon  property  or  one  based 
upon  earnings,  either  tax  being  collected  by  the  State  for  state 
purposes.  The  annual  return*  to  the  commissioner  of  state  taxes 
gives  the  gross  and  net  earnings  of  the  road;  and  if  any  portion 
of  such  road  is  without  the  State  the  rettUTi  gives  the  amount  of 
the  gross  and  net  earnings  per  mile  of  such  road,  the  length  of  the 
entire  main  line,  and  the  number  of  miles  within  the  State,  a  com- 
plete schedule  of  its  physical  properties,  and  the  number  of  miles 
of  spur  and  side  tracks,  the  amount  and  value  of  its  capital  stock, 
and  a  full  statement  of  financial  condition.  The  commissioner 
may  require  such  fvuther  statement  from  the  company  as  he  may 
deem  necessary./  The  commissioner  biennially  appraises  such 
railroad  property  at  its  fair  and  just  value,  including  the  cori>orate 
franchise;  and  a  tax  of  i  per  cent  per  annum,  payable  semian- 
nually, is  assessed  upon  such  appraised  value.^ 

Instead  of  the  above  tax  on  appraised  value,  the  company  may 
I>ay  on  gross  earnings  as  follows:  Two  and  one-half  per  cent  on 
such  part  of  the  gross  earnings  derived  from  all  sources  as  does 
not  exceed  $2,000  per  mile  of  the  roadbed  located  wholly  within 
the  State;  2^  per  cent  of  such  part  of  such  gross  earnings  as 
exceeds  $2,000  and  does  not  exceed  $2,500  per  mile,  the  rate 
increasing  progressively  one-quarter  of  i  per  cent  on  each  addi- 
tional increment  of  $500  per  mile  up  to  $4,500  per  mile ;  and  4  per 

o  Pub.  Stats.,  sees,  503,  510,  752. 

^  Ibid.,  sees.  515,  520.  ^ 

cScc  p.  71,  supra 

<«Sec  "Railroads,"  in " Comracnts,'*  p.  83,  infra. 

«This  law  was  drawn  to  fit  the  return  required  of  railroads  by  the  Interstate  Com- 
merce Commission.     (State  Tax  Commissioner.) 

/  Pub.  Stats.,  sec.  705. 

O  Ibid.,  sees.  706  to  720. 

The  valuation  of  the  "property  and  franchise**  does  not  include  real  estate  not 
used  in  the  railroad  business,  water-power,  electric-light,  or  gas  plants.  Acts  of 
1908,  p.  24. 


74  TAXATION    OF    CORPORATIONS. 

cent  of  such  part  of  the  gross  earnings  as  exceeds  $4,500  per  mile.* 
Practically  all  railroads  elect  the  gross-earnings  tax,  as  it  amounts 
to  less  than  would  the  tax  based  on  property. 

**  When  a  railroad  is  operated  in  this  State  by  a  corporation  or 
per^n  imder  a  lease  or  other  contract,  such  taxes  or  payments 
on  gross  receipts  shall  be  paid  by  the  lessee  or  holder  of  such 
contract  and  be  charged  against  and  deducted  from  any  payment 
due  or  to  become  due  imder  such  lease  or  contract,  unless  it  is 
otherwise  expressly  stipulated**  in  such  lease  or  contract.  The 
corporation  or  person  that  ultimately  pays  such  tax  shall  be  the 
party  who  may  elect  on  which  basis  payment  shall  be  made.  * 

Shares  of  stock  in  such  corporations  are  exempt  from  taxation 
to  the  holder;'^  bonds  are  taxable.** 

Street  Railroads. 

"  Electric  *'  railroads  are  subject  to  the  same  laws  of  taxation  as 
steam  railroads,  but  a  rebate  of  90  per  cent  of  the  tax  is  allowed 

a  Pub.  Stats.,  sees.  714  to  717. 

A  former  statute  (Acts  of  1882,  No.  i,  sec.  11)  which  exacted  from  railroads  a  tax 
upon  their  gross  earnings,  or  such  fraction  of  the  gross  earnings  as  represented  the 
fraction  of  mileage  within  the  State,  was  adjudged  unconstitutional  in  so  far  as  it 
taxed  the  gross  earnings  upon  interstate  business.  Vermont  and  Canada  Ry.  Co.  v. 
Vermont  Central  Ry.  Co.,  63  Vt.,  i  (1890).  The  opinion  followed  Philadelphia 
Steamship  Co.  v.  Pennsylvania,  122  U.  S.,  326  (1887). 

In  a  suit  brought  by  the  State  to  collect  the  tax  on  a  semiannual  return  of  gross 
earnings  it  was  held  by  the  supreme  court  of  the  State  that  the  tax  should  l)e  on  the 
gross  earnings  for  the  fiscal  year,  but  might  \ie  collected  semiannually.  State  v. 
Rutland  R.  Co.,  71  Atl.,  197  (1908). 

In  computing  the  tax  on  gross  earnings  of  a  railroad,  income  derived  from  furnish- 
ing gas,  electricity,  or  power,  or  rent  of  property  not  used  in  the  railroad  business 
may  be  deducted,  provided  the  accounts  of  the  company  are  kept  in  such  manner  as 
to  enable  the  tax  commi.ssioner  to  separate  the  earnings  from  such  sources.  Acts  of 
1908,  p.  24. 

&  Pub.  Stats.,  sec.  718. 

A  statute  requiring  a  lessee  of  a  railroad  to  pay  the  taxes,  and,  in  the  absence  of 
contract  otherwise,  to  deduct  this  payment  from  sums  due  or  to  become  due  to  the 
lessor,  is  held  not  to  impair  the  obligation  of  a  contract,  for  all  contracts  are  made 
with  a  knowledge  that  the  State  has  the  right  to  tax  the  fruits  of  the  contract  and 
to  adopt  such  mode  of  collection  as  may  seem  appropriate.  Vermont  and  Canada 
Ry,  Co.  V.  Vermont  Central  Ry.  Co.,  63  Vt.,  i  (1890). 

Under  this  statute  a  railway  which  operates  a  whole  system,  of  a  part  of  which  it 
is  a  lessee,  can  not  treat  its  whole  system  as  an  entity,  and  apportion  the  tax  according 
to  mileage;  and  it  can  charge  up  against  the  leased  part  no  larger  sum  than  would 
have  been  due  from  such  part  if  a  tax  upon  such  part  had  been  computed  ujK^n  its 
own  earnings.  Vermont  and  Canada  Ry.  Co.  v.  Vermont  Central  Ry.  Co.,  65  Vt., 
366  (1892). 

cPub.  Stats.,  sees.  515,  797. 

<*See  p.  71,  supra. 
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for  five  years  from  commencement  of  operations  for  public  traffic 
on  roads  built  since  February  i,  1907.° 

Palace  Cars. 

Corporations  owning  or  operating  sleeping,  parlor,  or  dining 
cars  for  which  extra  compensation  is  charged  for  riding  therein 
pay  to  the  State  an  annual  franchise  tax  equal  to  seven-tenths  of 
I  i>er  cent  of  the  capital  invested  or  used  by  such  corporation  in 
the  State,  which,  for  the  purposes  of  this  act,  is  deemed  to  be  that 
pKDrtion  of  the  entire  capital  invested  or  used  in  operating  such 
cars  which  the  number  of  miles  of  all  railroads  within  the  State  on 
which  such  cars  have  been  oj)erated  during  such  year  bears  to 
the  total  number  of  miles  of  all  railroads  within  and  without  this 
State  on  which  such  cars  have  been  operated  during  such  year.* 

The  value  of  the  capital  invested  is  determined  by  the  Com- 
missioner of  State  Taxes  on  return  made  by  the  company  showing 
par  value  of  capital  stock;  amount  of  surplus,  undivided  profits, 
or  deferred  dividends  set  aside  on  account  of  such  capital  stock; 
ntunber  of  miles  of  railroad  within  and  without  the  State  over 
which  cars  have  been  operated  during  such  year,  and  such  other 
facts  as  the  commissioner  deems  necessary.* 

A  railroad  company  owning  or  operating  its  own  palace  cars 
and  paying  the  state  railroad  tax  is  exempt  from  payment  of  this 
tax. 

Shares  of  stock  in  palace-car  companies  are  taxed  to  the  holder 
the  same  as  other  j>ersonal  property.** 

Steamboat,  Car,  and  Transportation  Companies. 

A  domestic  steamboat,  car  (not  palace  car)  or  transportation 
company  annually  makes  return  to  the  Commissioner  of  State 
Taxes  of  the  gross  and  net  earnings,  the  description  and  value  of 
real  and  personal  estate,  its  equipment,  amount,  and  the  par  and 
actual  value  of  its  capital  stock,  its  funded  and  floating  debts,  its 
bonds  secured  by  mortgage  on  the  property  of  such  corporation, 

o  Pub.  Stats.,  sec.  7:9. 

f>  Ibid.,  sees.  726  to  730. 

This  provisioil  resembles  the  exaction  upheld  in  Pullman's  Palace  Car  Co.  v.  Penn- 
sylvania, 141  U.  S.,  18  (1891). 

c  The  Tax  Commissioner  ascertains  entire  amount  invested  by  company  in  sleeping 
and  parlor  car  business,  the  total  mileage,  the  mileage  within  the  State;  he  then 
arrives  at  the  last  term  of  the  proportion.  He  refers  to  this  as  the  "Pennsylvania 
system," 

^'Pub.  SUts.,  sec.  515. 
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the  market  value  of  its  stock  and  bonds,  and  the  amount  of 
dividends,  interest,  or  indebtedness  paid,  also  all  stock,  bonds, 
securities,  and  surplus  held  by  the  company. 

The  Commissioner  of  State  Taxes  biennially  appraises  the  rights, 
property,  and  corporate  franchise  of  such  company  at  its  fair  and 
just  value;  and  a  tax  of  i  per  cent  is  assessed  on  such  appraised 
value;  or  in  lieu  thereof  the  company  may  pay  2 J  per  cent  of  the 
entire  gross  earnings.** 

Shares  of  stock  in  these  corporations  are  exempt  from  taxation 
to  the  holder;*  their  bonds  are  so  taxable. *" 

Express  Companies. 

A  corporation  or  person  transporting  express  matter  for  hire 
from  a  point  in  the  State  to  another  point  therein  is  required  to 
pay  an  annual  tax  of  $8  for  every  mile  of  the  routes  or  lines  within 
the  State  over  which  express  matter  was  transported  for  hire 
during  the  fiscal  year.** 

Express  companies,  at  the  time  of  payment  of  the  ''annual 
license  tax,'*  are  required  to  furnish  the  state  treasurer  an  approved 
bond  conditioned  that  all  taxes  assessed  by  the  State  for  the 
year  next  ensuing  will  be  paid  according  to  law.* 

Shares  of  stock  and  bonds  in  these  companies  are  taxed  to  the 
owner  as  other  personal  property./ 

Telegraph  Companies. 

A  corporation  or  person  owning  or  operating  a  telegraph  line 
within  the  State  pays  an  annual  tax  to  the  State  assessed  at  the 
rate  of  60  cents  per  mile  of  poles  and  one  line  of  wire,  and  40  cents 
for  each  additional  wire  owned  or  operated  within  the  State.  In 
lieu  of  such  tax  the  company  may  pay  a  tax  of  3  per  cent  on  the 
entire  gross  earnings  collected  within  the  State. ^ 

Shares  of  stock  and  bonds  in  these  companies  are  taxed  to  the 
owner  as  personal  property./ 

o  Pub.  Stats.,  sees.  721-725. 
ft  Ibid.,  sec.  797. 
cSee  p.  71,  supra. 
<*  Pub.  Stats.,  sec.  '731. 
«  Ibid.,  sec.  732. 
/  Ibid.,  sec.  515. 
See  p.  71,  supra. 
0  Pub.  Stats.,  sees.  734-736. 

The  companies  are  divided  about  equally  in  the  method  of  paying  taxes,  some 
preferring  to  pay  the  tax  per  mile  and  others  the  gross-earnings  tax. 
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Telephone  Companies. 

A  corporation  or  person  owning  or  operating  a  telephone  line 
within  the  State  is  required  to  pay  an  annual  tax  to  the  State 
assessed  at  the  rate  of  40  cents  each  upon  the  average  number  of 
telephonic  transmitters  in  use  within  the  State,  and  at  the  rate  of 
30  cents  per  mile  upon  the  average  mileage  of  all  telephone  wires 
in  use  within  the  State,  or  in  lieu  thereof  3  per  cent  of  the  entire 
gross  earnings  collected  within  the  State.* 

Shares  of  stock  in  these  companies  are  exempt  from  taxation  to 
the  holder;*  their  bonds  are  so  taxable. 

ni.  FINANCIAL  RESULTS. 

Vermont  is  the  only  State  in  New  England  which  has  so  com- 
pletely separated  the  sources  of  state  and  local  revenues  that  the 
ex|)enses  of  the  State  are  entirely  met  by  special  taxation  of  cor- 
porations, inlieritances,  fees,  etc.  Referring  to  this  the  tax  com- 
mission says: 

"Vermont  has,  in  the  main,  relied  for  its  revenue,  both  for  state  and 
local  purposes,  upon  a  general  property  tax,  although  in  recent  years 
corporation  taxes  and  fees  have  practically  supported  the  administration 
of  the  state  government."  ^ 

Total  Statb  Receipts  Classified  as  to  Revenue  prom  Corporations,  Other 
Special  Taxes  and  Receipts,  and  General  Property  Tax,  and  Showing 
Portion  op  State  Receipts  Distributed  to  Towns,  Year  ended  June  30, 
i9o8.<* 

Total  state  receipts,  all  sources ._  $1,  852,437.  58 


SfKcial  taxes  on  corporations: 

Charter  tax  and  fees  «_ _I $4,360.00 

Annual  license  tax__ 29,078.  36 

Savings  banks  and  trust  companies  / 404,051.30 

Railroad  companies.  _ 237, 970.  19 

Other  transportation  companies 6,  552.  31 

Express  companies  9 17,  127.  12 


«Pub.  Stats.,  sees.  737-739. 

"Entire  gross  earnings  collected  within  the  State"  doubtless  includes  interstate 
business,  but  under  this  optional  plan  the  question  can  not  l)e  raised. 

*  Ibid.,  sec.  797. 

Sec  p.  71,  supra. 

^  Report  of  Commission  on  Taxation,  1908,  p.  12. 

<*  Stale  Treasurer's  Report,  July  i,  1908. 

^  Includes  $4,015  charter  fees  for  incorporations  under  general  law,  and  $345  charter 
tax  from  corporations  organized  after  February  1,  1908. 

/Includes  $1,571.54  expenses  of  bank  commissioner  paid  by  savings  banks  and 
trust  companies. 

0  Includes  1906  and  1907  tax,  which  the  companies  at  first  refused  to  pay  but  after- 
wards compromised. 
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Special  taxes  on  corporations — Continued. 

Telephone  and  telegraph  companies $20,  58 1 .  60 

Insurance  companies  « 118,  280.  97 

Building  and  loan  associations 129.  40 

National  banks  & 40,  810.  72 

Total  state  receipts  from  corporations. $878, 941 .  97 

Other  special  taxes  and  receipts: 

Collateral  inheritance  tax ._  68, 025.  29 

Court  fees,  fines,  costs,  etc _  104,979.44 

Liquor-license  fees 50,  200. 02 

Income  from  state  institutions 61,  376. 06 

Income  from  permanent  school  fund 53, 155.  67 

United  States  aid  to  soldiers'  home  and  agricultural 

college 37,450.00 

Temporary  loans 175, 000. 00 

Sundry  fees,  licenses,  interest,  etc 1 56,  282.  74 

Total  special  taxes  and  receipts  not  from  corpora- 
tions  706, 469.  22 

Less  amount  distributed  to  towns  from  income  of  per- 
manent school  fund 44, 960. 45 

661,508.77 

Total  special  taxes  and  receipts  for  state  purposes 1,  540, 450.  74 

State's  share  of  general  property  tax  c 267, 026.  39 

Less  amount  distributed  to  towns  for  schools  and  high- 
ways d.,_ 250,375.30 

16,651.09 


Total  state  revenue  for  state  purposes i,  557,  loi.  83 

Total  state  receipts  distributed  to  towns 295, 335.  75 

Total  state  receipts,  all  sources i,  852, 437.  58 


Per  cent  of  total  state  receipts  derived  from  corporations 47-45 

Per  cent  of  total  state  revenue  for  state  purijoses  derived  from  cor- 
porations  56. 45 

Per  cent  of  total  state  revenue  for  state  purposes  derived  from  all 

special  taxes  and  receipts 98.  93 

"  Includes  $10,237.30  fees  collected  from  foreign  companies  by  the  insurance  com- 
missioners. 

^  Seven  dollars  per  $1,000  of  deposits  bearing  over  2  per  cent  interest. 

estate  school  tax  $162,020.90,  and  state  highway  tax  $105,005.49. 

<*  Amount  distributed  from  state  school  tax,  $152,064.35;  from  state  highway  tax, 
$98,310.95. 
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IV.  COMMENTS. 

Increasing  Revenue  from  Corporations. 

The  state  income  from  corporation  taxes  has  materially  in- 
creased, the  gain  being  much  greater  the  last  biennial  term  than 
in  former  terms,  as  appears  by  the  following  summaries: 


Biennially — 


1899  and  1900.. 
1 90 1  and  1902.. 
1903  and  1904-. 
1905  and  1906.. 
1907  and  1908.. 


Total  taxes,  o 

$881,622.36 

1,051.017.64 

I.  205.5  >7- 76 

i»363.  752.  79 
1,697,886.77 


Increase. 


$98,  147.54 
'69,  395-  28 
J54.  500-  12 
158.  235-  03 
^  334.  133-98 


*  Includes  collatenil  inheritance  tax;  but  the  amount  is  not  important.     (Report  of  Commissioner 
of  State  Taxes.  1907-8.  p.  3.) 

A  This  large  increase  is  due  to  the  increased  rates  of  taxation  on  railroads,  express,  telegrai^ 
telephone,  steamboat,  and  transportation  companies.     (Report  of  Tax  Commissioner,  1908,  p.  4.) 

The  largest  item  received  by  the  State  is  the  tax  on  savings 
banks  and  trust  companies,  amounting  to  approximately  $400,000. 
While  it  is  unusual  to  find  so  large  a  proportion  of  a  state's  income 
derived  from  this  source,  it  has  been  pointed  out  that  the  tax 
amounts,  in  fact,  to  but  $7  f)er  $1,000,  whereas,  if  the  funds  were 
taken  out  of  savings  banks  and  invested  in  property,  the  tax 
would  be  between  $16  and  $17  a  thousand.  It  is  stated  that  the 
banks  of  Vermont  have  proven  to  be  very  attractive  depositories 
both  for  her  own  people  and  those  of  nearby  States.* 

Under  the  Vermont  system  there  is  no  distribution  of  the  tax 
collected  by  the  State,  under  special  corporation  tax  laws,  to  the 
towns.  The  argument  in  favor  of  this  distribution  by  the  State, 
namely,  that  if  the  towns  are  not  permitted  to  share  in  this  revenue, 
the  property  on  which  it  is  toUected  being  taken  away  from  the 
localities  for  the  purposes  of  taxation,  they  thereby  find  their  basis 
of  taxation  reduced,  has  not  proven  true  in  Vermont.  From  time 
to  time,  as  statutes  have  taken  subjects  of  taxation  away  from 
the  towns  and  placed  them  under  the  State  Tax  Commissioner,  there 
has  been  no  apparent  falling  off  in  the  amount  of  property  reached 
by  the  towns.     This  is  due  to  the  fact  that  the  centralized  admin- 


<>  Report  of  Tax  Commissioner,  1907-8,  p.  16. 
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istration  of  the  State  has  been  able  to  secure  revenue  which  the 
towns  had  failed  to  reach.  Referring  to  the  tax  on  bank  deposits, 
the  tax  commissioner  says : 

''Whenever  the  State,  by  its  legislation,  has  enlarged  the  amount  of 
bank  deposits  exempt  from  local  taxation,  the  amount  of  such  deposits 
has  been  increased  without  decreasing  to  any  appreciable  extent  the 
amount  of  personal  property  set  in  the  grand  list/^^ 

Vermont  System. 

Referring  to  the  Vermont  system  of  taxation  generally,  the  Tax 
Commission  says: 

"The  listers  of  each  town  appraise  property  at  its  value  and  set  the  same 
in  the  grand  list  at  one  per  cent  of  the  appraisal.  Polls  are  set  in  the  grand 
list  at  two  dollars.  The  grand  list  is  composed  of  these  two  items.  State 
and  municipal  taxes  are  assessed  on  this  grand  list.  State  school  and  state 
highway  taxes  are  annually  paid  by  each  town  to  the  state  treasurer  and 
are  redistributed  in  a  manner  that  is  intended  to  relieve  to  some  extent 
the  tax  burdens  of  the  poorer  towns.  Public-utility  corporations,  insur- 
ance companies,  and  savings  banks  and  similar  institutions  are  subject 
only  to  the  payment  of  taxes  and  fees  to  the  State.  For  the  past  few 
years  sufficient  revenue  has  accrued  to  the  State  from  these  sources  so 
that  no  direct  state  tax  has  been  levied,  excepting  the  school  and  high- 
way taxes  just  mentioned.  This  results  in  a  practical  separation  of  the 
sources  of  state  and  municipal  revenues,"  ^ 

The  character  of  corporations  in  Vermont  contributing  this 
revenue,  as  distinguished  from  those  in  certain  other  States,  is 
noteworthy.  In  Vermont  they  are  the  corporations  carrying  on 
business  within  the  State,  whether  foreign  or  domestic,  and  there- 
fore are  peculiarly  appropriate  sources  of  revenue  to  the  State, 
while  in  a  number  of  other  States  getting  large  revenues  from  cor- 
porations, the  corporations  contributing  it  are  drawn  there  solely 
because  of  lax  laws  made  for  the  purpose  of  deriving  revenues 
from  the  incorporating  business.  In  the  one  case  the  revenue  is 
from  taxation  of  subject-matter  within  the  State,  and  in  the  other 
it  is  a  license  fee  from  the  State  to  do  business  anywhere,  usually 
outside  the  State  collecting  the  charge. 

Historical. 

The  charter  of  the  Bank  of  Burlington,  issued  in  1818,  provided 
for  the  payment  of  a  tax  of  6  per  cent  on  its  profits.  This  was  one 
of  the  first  assessments  made  against  a  corporation  in  Vermont. 
In  1825  banks  and  insurance  companies  were  taxed  6  per  cent  on 
their  profits.     A  special  act  in  1829  provided  for  the  taxing  of 

«  Report  of  1907-8,  p.  17. 

&Rep>ort  of  Commission  on  Taxation  Vermont,  1908,  p.  11. 
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profits  of  the  Connecticut  River  Canal  Company  when  exceeding 
6  per  cent  on  the  capital. 

Shares  of  stock  in  bank  and  insurance  companies  were  first 
taxed  to  the  holder  as  personal  property  in  1825,  and  in  1845  rail- 
road stock  was  taxed  in  a  similar  manner.  Stock  in  trust  com- 
panies and  other  moneyed  corporations  was  taxed  the  same  as 
bank  stock  in  1869.  Manufacttuing  establishments  having  a  cap- 
ital stock  of  $1,000  and  over  were  exempted  from  taxation  for 
five  years  by  a  law  of  1869. 

The  first  attempt  to  tax  railroad  real  estate,  which  included 
roadbed,  tracks,  and  all  lands  used  for  railroad  purposes,  was 
made  in  1874.  An  exemption  for  eight  years  was  allowed  from 
the  time  regular  trains  began  to  run. 

In  1878  began  a  series  of  laws  on  the  taxation  of  corporations, 
culminating  in  a  general  lawp>assed  in  1882.'  Up  to  this  time  the 
method  had  been  to  tax  certain  organizations  on  their  profits 
and  the  shares  of  stock  in  the  hands  of  the  holders.  Now  the 
movement  was  toward  taxation  of  the  corporations  themselves. 
Savings  banks  and  trust  companies  were  taxed  on  their  total 
deposits  and  accumulations  less  the  value  of  their  real  estate. 
Express  and  telegraph  companies  were  taxed  on  their  gross 
receipts.  The  general  act  of  1882  provided  for  a  State  Tax  Com- 
missioner and  a  tax  based  mainly  on  the  gross  receipts  of  railroad, 
insurance,  guaranty,  express,  telegraph,  telephone,  steamboat,  and 
car  transportation  companies,  savings  banks,  saving  institutions, 
and  trust  companies.  In  1886  the  word  "railroads"  was  held  by 
the  Tax  Commissioner  to  include  street  railroads.  From  that  time 
the  law  on  taxation  of  corporations  has  remained  essentially  the 
same,  though  with  some  modifications  and  revisions,  ^  although 
the  gross-receipts  tax  on  railroads,  etc.,  has  been  changed  inform 
to  an  optional  alternative,  in  order  to  avoid  conflict  with  the 
Federal  Constitution.     (See  p.  83,  infra.) 

Broad  Scope  of  the  "Annual  License  Tax." 

The  situation  with  regard  to  incorporating  in  Vermont  is  unu- 
sual. The  general  corporation  law  retains  conservative  features, 
the  eflfect  of  which  is  thus  described  by  the  Commissioner  of  State 
Taxes: 

"Of  late  there  has  been  a  noticeable  disposition  on  the  part  of  investors 
without  the  State,  and  to  quite  an  extent  within  the  State,  to  organize 

«  History  of  Taxation  in  Vermont,  F.  A.  Wood  1 1894). 
fr  Report  of  Commission  on  Taxation,  1908.  p.  18. 
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corporations  designed  to  operate  in  Vermont  under  the  laws  of  Maine, 
because  of  the  more  liberal  provisions  in  that  State  regulating  the  lia- 
bility of  stockholders  and  directors.  The  charter  fee  is  thereby  lost  to 
the  State  of  Vermont  and  the  corporation  thus  organized  begins  doing 
business  in  Vermont  freed  from  the  liability  of  stockholders  and  directors 
imposed  by  the  Vermont  law,  with  no  resulting  benefits  to  our  State  nor 
any  of  its  citizens,  save  those  who  became  incorporators  in  the  new  cor- 
poration. 

"  In  my  last  biennial  report  it  was  suggested  that  our  law  touching  the 
liability  of  directors  and  stockholders  in  Vermont  corporations  formed  by 
voluntary  association  should  be  somewhat  less  stringent  and  more  in 
accord  with  those  of  other  States.  It  is  believed  that  the  law  imposing 
upon  directors  personal  liability  for  all  indebtedness  exceeding  in  amount 
two-thirds  of  the  capital  stock  is  largely  responsible  for  the  present  state 
of  affairs.  The  statute  of  Maine  imposes  no  such  liability  and  therefore 
makes  its  laws  attractive  to  incorporators  residing  in  Vermont.     *    *     * 

**Our  laws  therefore  discriminate  against  a  Vermont  corporation  in 
favor  of  individuals  and  foreign  corporations,  and  thereby  deprive  this 
State  of  the  income  and  prestige  which  it  might  and  would  otherwise 
enjoy."** 

The  effect  of  the  Vermont  laws  above  referred  to  is  that  a  large 
number  of  foreign  corporations  are  doing  business  in  the  State. 
In  order  to  reach  these  foreign  corporations  for  the  purpose  of 
revenue  Vermont  has  adopted  the  somewhat  rare  provision  that 
such  foreign  companies  shall  pay  the  tax  on  par  value  of  capital 
stock  known  as  the  ''annual  license  tax."  This  class  of  tax  is 
elsewhere  nearly  always  confined  to  domestic  companies.  The 
Commissioner's  report  above  referred  to  says  that  many  Vermont 
enterprises  are  incorporated  in  Maine.  Therefore  all  such  com- 
panies are  taxed  twice  upon  the  par  value  of  their  entire  capital 
stock,  once  in  Maine  and  once  in  Vermont.  If  a  Maine  corpora- 
tion did  biisiness  in  a  number  of  States  having  this  Vermont  pro- 
vision, it  would  pay  this  tax  in  each  State  upon  its  entire  capital 
stock,  no  matter  what  portion  of  the  capital  stock  was  employed 
within  the  State. 

Again,  prior  to  1902,  this  ** annual  license  tax"  applied  only  to 
companies  having  capital  stock.  In  that  year  it  was  extended  to 
all  corporations  and  joint  stock  associations  engaged  in  any  com- 
mercial, manufacturing,  or  '* other  business"  carried  on  in  whole 
or  in  part  upon  the  mutual  or  cooperative  plan  or  which  exercise 
corporate  functions  in  this  State. 

The  inclusive  nature  of  this  "annual  license  tax"  is  thus  appar- 
ent; in  fact  it  is  not  too  much  to  say  that  the  scope  of  this  tax  is 
the  broadest  of  any  single  corporation  tax  in  New  England,  and 
probably  in  the  entire  country. 


<»  Report  of  Commissioner  of  State  Taxes,  1907-8,  pp.  13,  14. 
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Railroads. 

A  statute  of  Vermont  taxing  railroaos  upon  their  gross  earnings 
was  declared  unconstitutional  by  the  Supreme  Court  of  the  United 
States,  in  so  far  as  the  earnings  were  derived  from  interstate 
business.*  In  order  to  avoid  this  difficulty  the  legislature  prefixed 
to  the  tax  on  earnings  a  provision  for  taxing  railroads  upon  a 
property  valuation  and  left  the  tax  on  earnings  as  an  alternative 
for  the  choice  of  the  railroad.  The  latter  tax  was  made  attractive 
by  making  it  lower,  and  the  railroads  elect  to  proceed  under  it, 
thereby  paying  less  than  they  would  under  the  property  provi- 
sion. The  operation  of  this  alternative  tax  has  been  extended  to 
street-railway,  telegraph,  telephone,  steamboat,  and  car  (not 
palace  car)  companies.  In  discussing  the  legal  effect  of  this 
method  of  alternative  taxation  in  a  suit  by  the  State  involving 
other  considerations,  the  Supreme  Court  of  Vermont  said  that 
"  the  fact  that  payment  upon  the  gross  earnings  was  optional  did 
not  in  itself  make  the  payments  so  made  voluntary.  *  *  * 
The  payment  of  the  percentage  specified  was  none  the  less  man- 
datory under  the  optional  provision  when  accepted.**  ^  The 
framing  of  a  tax  law  with  alternative  courses  is  very  unusual. 

• 

Holders  of  Stock  in  Foreign  Corporations. 

•  * 

Three  of  the  New  England  States — New  Hampshire,  Vermont, 
and  Connecticut — specifically  exempt  from  taxation  shares  of 
stock  in  foreign  corporations  when  the  capital  stock  is  taxed  in 
the  home  State.  The  practical  result  is  that  shares  of  stock  in 
foreign  corporations  are  not  taxed  to  the  holders  in  these  three 
States.  This  unselfish  view  of  the  matter  is  of  course  for  the 
purpose  of  avoiding  double  taxation. 

The  majority  of  the  commission  on  taxation  (1908)  recommend 
the  repeal  of  this  Vermont  law.  In  discussing  the  reasons  for 
recommending  such  repeal,  the  report  says: 

"Practically  it  operates  to  exempt  about  all  stock  in  coq^orations  of 
other  States  held  in  Vermont.  Less  than  $1,000,000  of  this  property 
was  listed  in  1907.  Few  holders  of  stock  of  this  character  can  answer 
the  inventory  questions  without  consulting  an  attorney  and  the  attor- 
ney could  not  answer  without  access  to  a  large  public  law  library.  The 
usual  and  natural  result  is  that  taxpayers  give  themselves  the  benefit 
of  the  doubt  and  list  none  of  their  stocks  of  this  character. 


<>  Vermont  and  Canada  Railroad  v.  Central  Vermont  Railroad,  63  Vt.,  i,  (1890), 
and  Rutland  Railroad  r.  Central  Vermont  Railroad,  159  U.  S.,  630  (1895),  bein^  thq 
same  case  before  the  Supreme  Court  of  the  United  States. 

estate  V.  Rutland  Ry.  Co.,  71  Atl.,  197  '  1908). 
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"*  *  *  Xo  tax  the  shares  of  stock  in  a  foreign  corporation  is  of 
course  double  taxation  in  a  sense,  but  it  is  well-nigh  universal,  and, 
until  some  interstate  agreement  can  be  arrived  at,  unavoidable,  unless 
the  State  is  to  exercise  an  altruism  almost  without  parallel.  Wc  are 
dealing  here  with  a  class  of  property  on  which  two  jurisdictions  have  a 
legitimate  claim.  For  the  present  we  believe  there  is  no  better  way 
than  for  both  jurisdictions  to  exercise  the  right  to  tax,  but  to  tax  at  a 
moderate  rate."** 

The  Massachusetts  commission  of  1897  recommended  that 
shares  of  foreign  corporations  be  exempt.  In  still  other  New 
England  States  the  topic  is  now  receiving  attention. 

Intangible  Personal  Property. 

The  Tax  Commission  (1908)'*  refers  at  length  to  the  failure  to 
reach  this  class  of  property  under  the  general  property  tax  and 
recommends  that  it  be  taxed  by  the  State  at  a  low  uniform  rate. 
This  plan  has  been  adopted  in  Connecticut,  Pennsylvania,  and 
Maryland. 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  court  reports,  of 
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Wood,  F.  A.,  History  of  Taxation  in  Vermont  (vol.  4  of  Studies  by 
Columbia  College  in  History,  Economics,  and  Public  Law).     1894. 
Report  of  the  Commission  on  Taxation,  1908. 
Report  of  the  Commissioner  of  State  Taxes,  1907-8. 
Report  of  the  State  Treasurer,  1907-8. 
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I.  GENERAL  VIEW. 
Chief  Features. 

Corporations  are  taxed  by  the  State  upon  the  margin  of  intan- 
gible value  found  by  deducting  the  assessed  value  of  tangible 
property  taxed  locally  to  the  corporation  from  the  market  value 
of  its  capital  stock.  This  is  called  a  tax  on  '* corporate  excess" 
and  is  known  as  the  "Massachusetts  plan." 

General  Corporation  Tax  on  '^  Corporate  Excess." 

Domestic  corporations  and  foreign  transportation  and  trans- 
mission corporations  doing  business  in  the  State  are  taxed  upon  a 
basis  of  "corporate  excess"  above  described.  This  tax  is  col- 
lected by  the  State  for  state  and  local  purposes. 

General  Property  Tax. 

Domestic  corporations  are  taxed  upon  real  estate  and  machinery. 
Foreign  corjxjrations  are  taxed  upon  real  estate,  machinery,  and 
merchandise.  These  two  items  of  property  tax  are  collected  by 
the  cities  and  towns. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  corporations,  or  in  foreign  public- 
service  companies  paying  the  "corporate  excess  "  tax,  are  not  tax- 
able to  the  holder.  Shares  of  stock  of  foreign  corporations  (other 
than  those  foreign  public  service  which  pay  the  "  corporate  excess  " 
tax)  are  taxable  locally  to  the  holder  in  the  same  manner  as  other 
personal  property.  Bonds  of  both  foreign  and  domestic  corpora- 
tions are  taxable  locally  to  the  holders  as  personal  property.  This 
tax  on  shares  and  bonds  is  collected  by  the  cities  and  towns. 

Foreign  Corporations — Tax  on  Capital  Stock. 

A  foreign  transportation  or  transmission  corporation  doing  busi- 
ness in  Massachusetts  is  taxed  upon  its  corporate  excess,  as  above 
stated.  Other  foreign  corporations  pay  to  the  State  for  state  pur- 
poses what  is  called  an  "excise  tax,'*  being  a  tax  upon  the  par 
value  of  the  capital  stock. 

85 
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Administration. 

The  administration  of  coq>oration  taxes  is  in  the  hands  of  the 
Tax  Commissioner  and  Commissioner  of  Corporations,  both  offices 
being  held  by  the  same  individual.  He  is  appointed  by  the  Gov- 
ernor for  a  term  of  three  years.  ^' 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  THE 

STATUTES. 

Constitution. 

The  constitution  of  Massachusetts  contains  no  provision  specially 
applicable  to  the  taxation  of  corporations;  but  as  to  taxation  in 
general  it  contains  a  provision  of  great  consequence,  giving  to  the 
legislature  power  as  follows : 

"  To  impose  and  levy  proportional  and  reasonable  assessments,  rates,  and 
taxes,  upon  all  the  inhabitants  of,  and  persons  resident,  and  estates  lying, 
within  the  said  Commonwealth ;  and  also  to  impose  and  levy  reasonable 
duties  and  excises  upon  any  produce,  goods,  wares,  merchandise,  and 
commodities,  whatsoever,  brought  into,  produced,  manufactured,  or  being 
within  the  same/'** 

The  above  constitutional  provision  authorizes  obviously  a  prop- 
erty tax  which  applies  to  some  extent  to  corporations,  and  when  so 
applicable  operates  as  to  corporations  in  the  same  manner  as  in 
the  case  of  individuals.  Further,  with  respect  to  corporate  taxa- 
tion, as  distinguished  from  general  taxation,  the  constitution  has 
been  held  to  authorize  the  Massachusetts  system  of  taxation  of 
corporate  excess  on  the  theory  that  this  is  an  excise  tax  and  not 
a  property  tax,  the  constitutional  authority  therefor  being  traced 
specifically  to  the  power  to  levy  excises  upon  ** commodities*'  as 
authorized  in  the  constitutional  provision  quoted.  *" 

o  Sources  of  revenue  in  Massachusetts: 

Towns. — (a)  Direct  tax  upon  ftolls  and  property;  {h)  share  of  the  taxes  upon 
corporations,  returned  to  them  by  the  State,  as  explained  hereinafter. 

Counties. — Taxes  levied  upon  the  towns  pro|X)rtionately  and  by  the  towns  levied 
directly  upon  property. 

State. — (a)  A  certain  amount  is  assessed  directly  upon  the  town  by  the  legislature 
and  is  by  it  levied  upon  property;  (b)  the  State  also  retains  such  part  of  the  corpora- 
tion taxes  as  is  assignable  to  shares  held  by  nonresidents;  (c)  miscellaneous  sources 
of  income  from  franchise  tax  on  foreign  corporations,  fines. 

ft  Chap.  I,  sec.  i.  Art.  IV. 

c  The  leading  cases  are  referred  to  hereinafter  under  the  statute  levying  the  tax. 
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Statutes.* 

General  Property  Tax. 

Domestic  corp)orations  are  taxfed  by  town  and  city  authorities 
upon  their  real  estate  and  machineiy/  and  foreign  corf>orations 
are  taxed  in  the  same  manner,  except  that  they  are  taxed  upon 
their  merchandise  as  well.*"  All  property  taxes  which  are  imposed 
upon  corporations  are  assessed  and  collected  in  the  same  manner 
as  are  the  taxes  upon  all  property  in  the  State,  and  revenue  from 
corporate  property  is  a  part  of  the  fimd  from  which  the  town  or 
city  meets  its  allotment  to  the  general  ftmds  of  the  county  and 
State.  ^ 

It  will  be  noticed  that  the  general  property  provision  in  Massa- 
chusetts applies  to  corporations  in  the  case  of  real  estate,  but  that 
corp)orations  are  taxed  only  upon  specific  classes  of  personal 
property.  The  theory  is  that  the  personal  property  of  natural 
citizens  alone  is  taxable,  and  that  the  personalty  of  domestic  cor- 
porations is  reached  in  the  tax  on  the  capital  stock  •  (corf>orate 
excess).  When  machinery  of  corporations  was  made  taxable  by 
statute,  its  deduction  from  the  tax  on  capital  stock  (corporate 
excess)  was  required  by  statute. 

Underground  conduits,  wires,  and  pipes  laid  in  a  public  street 
by  a  corporation,  except  a  street-railway  company,  are  assessed 
where  laid./ 


o  Laws  of  the  legislature  in  session  in  the  forepart  of  1909  are  not  included,  but  on 
April  20,  1909,  the  State  Tax  Commissioner  wrote  that  no  legislation  on  the  taxation 
of  corporations  had  been  passed  up  to  that  date,  and  that  such  legislation  had  been 
held  subject  to  the  passage  of  a  bill  (not  yet  reported  to  the  legislature)  codifying 
the  laws  of  taxation. 

^  Machinery  employed  in  manufactures  means  machinery  which  has  a  permanent 
situation  and  does  not  apply  to  a  portable  sawmill  which  is  standing  temporarily  in  a 
certain  town.     Ingram  v.  Cowles,  150  Mass.,  155  (1889). 

Machinery  to  be  taxed  locally  in  a  mill  is  not  necessarily  machinery  which  has 
been  affixed  to  the  land  in  such  a  manner  as  to  become  a  part  of  the  real  estate. 
Troy  Cotton  and  Woolen  Manufactory  v.  Fall  River,  167  Mass.,  517  (1897). 

If  the  whole  plant,  consisting  of  land,  buildings,  and  machinery,  belongs  to  one 
corporation  and  is  of  more  value  if  kept  together  and  used  for  manufacturing  purposes 
than  if  separated,  each  item  should  be  valued  in  connection  with  the  others.  Troy 
Cotton  and  Woolen  Manufactory  v.  Fall  River,  167  Mass.,  517  (1897). 

<^ Under  "real  estate,  machinery,  and  merchandise"  foreign  corporations  are  taxed 
on  all  tangible  property.  In  spite  of  the  general  principle  that  personal  property  of 
nonresidents  is  not  taxed,  merchandise  or  stock  in  trade  employed  within  the  State  is 
taxable,  though  owned  by  a  resident  of  another  State  who  is  taxable  there  for  its 
value.     Leonard  v.  New  Bedford,  16  Gray,  293  (i860). 

<*Rev.  Laws,  chap.  12,  sees.  2,  3,  and  Acts  of  1903,  chap.  437,  sec.  71. 

«  Salem  Iron  Factory  Co.  v.  Inhabitants  of  Danvers,  10  Mass.,  514  (1813). 

/  Acts  of  1902,  chap.  342. 
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In  order  that  the  local  authorities  taxing  the  property  of  a  cor- 
poration shall  not  place  too  high  a  value  thereon,  and  thus  unduly 
reduce  the  amount  of  corporate  excess,  it  is  provided  that  the  Tax 
Commissioner  may  request  a  corporation  to  appeal  from  such 
valuation. « 

A  vessel  engaged  in  the  foreign  carrying  trade,  whether  owned 
by  a  corporation,  a  partnership,  or  an  individual,  is  taxed  at  one- 
third  of  I  per  cent  on  its  value.  In  the  case  of  a  corporation,  the 
Commissioner  deducts  this  amount  from  the  value  of  the  capital 
stock  to  determine  the  value  of  the  corporate  excess.* 

Shareholders  and  Bondholders. 

The  shares  of  stock  of  domestic  corporations,  and  of  those  for- 
eign public-service  companies  doing  business  within  the  State  and 
paying  the  tax  on  corporate  excess,  are  not  taxed  in  the  hands  of 
the  holders  as  personalty.*'  Shares  of  foreign  corporations  gen- 
erally are  taxed,''  and  no  deduction  from  this  tax  for  property 
taxed  within  the  State  is  permitted.'^ 

Bonds  and  other  evidences  of  corporate  indebtedness  of  both 
foreign  and  domestic  corporations  are  taxable  to  the  holders 
thereof  as  is  other  personal  property,  as  follows: 

**  Money  at  interest,  and  other  debts  due  the  person  to  be  taxed,  more 
than  he  is  indebted  or  pays  interest  for;  but  not  including  in  such  debts 
due  him  or  indebtedness  from  him,  any  loan  on  mortgage  of  real  estate, 
taxable  as  real  estate,  except  the  excess  of  such  loan  above  the  assessed 
value  of  the  mortgaged  real  estate."^ 

o  Rev.  Laws,  chap.  14,  sees.  39,  42. 

It  is  stated  that  this  remedy  has  not  been  used  in  fifteen  years. 

&  Acts  of  1902,  chap.  374. 

c  Rev.  Laws,  chap.  14,  sec.  61. 

Many  corporations  subject  to  the  tax  on  corf)orate  excess  do  not  actually  pay  any 
tax  thereon,  because  they  have  no  corporate  excess.  The  question  arose  as  to 
whether  their  shareholders  could,  for  this  reason,  be  taxed  on  their  shares.  The 
attorney-general  ruled  that  they  could  not  be  taxed  on  shares  if  the  company  was 
subject  to  the  corporate  excess  tax,  irrespective  of  whether  it  actually  paid  any- 
thing or  not.     Report  of  Attorney -General,  1908-9;  not  yet  issued. 

^  Rev.  Laws,  chap.  12,  sec.  4,  as  amended  by  Acts  of  1902,  chap.  374,  sec.  4. 

^  Blackstone  Mfg.  Co.  v.  Inhabitants  of  Blackstone,  13  Gray  488  (1859);  Thomas 
Dwight  V.  Mayor  and  Aldermen  of  Boston,  12  Allen,  316  (1866). 

/Rev.  Laws,  chap.  12,  sec.  4,  par.  2, as  amended  by  Acts  of  1902,  chap.  374,  sec.  4. 

Under  Pub.  Stats.,  chap.  11,  sees.  4, 14,  lx)nds  of  a  corporation  secured  by  a  mortgage 
of  its  land  executed  to  and  held  by  a  trustee  for  the  bondholders  are  not  taxable 
to  the  individual  owners  thereof  as  personal  property,  the  trustee  having  paid  a  tax 
assessed  upon  the  whole  value  of  the  land  equal  to  the  amount  of  the  bonds  outstand- 
ing.    Knight  V.  Boston,  159  Mass.,  551  (1893). 

Bonds  of  railroads  and  street  railways  are  made  specifically  taxable  in  chap.  12, 
sec.  4,  and  are  not  covered  by  the  above  case. 
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"  Bonds  of  railroads  and  street  railways,"  domestic  and  foreign, 
are  specially  named  in  the  statute  as  taxable  to  the  holder.** 

"  General  Corporation  Tax." 

There  is  a  general  provision  for  the  taxation  of  corporations 
upon  the  "corporate  excess,"  described  below,  which  applies  to 
corporations  broadly.  Subsequent  legislation,  however,  has  almost 
wholly  supplanted  the  general  provision.  It  was  found  by  expe- 
rience that  each  class  of  corporations  required  special  treatment, 
as  hereinafter  described,  though  the  central  idea  of  Massachusetts 
corporate  taxation — corporate  excess — is  preserved  throughout.'' 

In  ascertaining  the  corporate  excess,  this  general  provision 
requires  an  annual  return  by  the  corporation  to  the  tax  commis- 
sioner showing  the  amount  and  market  value  of  its  capital  stock 
and  assets,  and  also  the  names  of  the  stockholders,  with  their  hold- 
ings and  addresses.  He  estimates  the  entire  value  of  the  capital 
stock  from  this  return.  This  estimate  is  denominated  the  value 
of  the  *  ^corporate  franchise."  Deduction  is  made  for  the  value  of 
real  estate  and  machinery  taxed  locally,  and  the  remainder,  called 
the  **  corporate  excess,"  is  taxed  at  the  average  rate  of  taxation 
for  the  whole  State  during  the  last  three  years.*' 

Such  proportion  of  the  tax  collected  by  the  State  as  corresponds 
to  the  amount  of  stock  owned  within  the  State  is  returned  to  the 
towns  and  cities  in  which  the  stockholders  reside,  in  proportion 
to  the  number  of  shares  there  owned. **  The  portion  of  the  tax 
which  represents  the  tax  on  shares  of  stock  held  outside  the  State 

«Rcv.  Laws,  chap.  12,  sec.  4,  par.  3. 

frSee  discussion  of  tax  on  "Corporate  excess"  and  "Omission  of  bonds,"  in 
"Comments,"  pp.  100,  102,  infra. 

cRev.  Laws,  chap.  14,  sees.  37  and  38,  amended  by  Acts  of  1906,  chap.  271,  sec.  9. 

The  tax  on  corporations  here  provided  is  a  franchise  tax,  not  a  tax  on  property,  and 
it  is  therefore  constitutional.  Com.  v.  Hamilton  Mfg.  Co.,  12  Allen,  298  (1866), 
affirmed  in  6  Wall.,  632  (1867);  Com.  x;.  Cary  Improvement  Co.,  98  Mass.,  19  (1867). 

A  corporation  l)eing  completely  taxed  by  this  franchise  tax  is  not  taxable  on  its 
income.     Boston  W.  P.  Co.  v.  Boston,  9  Met.,  199  (1845). 

The  corporation  is  not  separately  taxed  for  cash  in  the  treasury,  since  that  enters 
into  and  is  taxed  in  the  market  value  of  the  shares.  Fall  River  r.  County  Comnirs., 
125  Mass.,  567  (1878). 

From  the  share  value  of  the  corporation  is  to  be  deducted  the  value  of  any  real 
estate  mortgages  held  by  it  which  are  taxed  locally.  Fireman's  F.  I.  Co.  r.  Com.. 
137  Mass.,  80  (1884). 

A  corporation  to  construct  a  railroad  in  a  foreign  country  is  subject  to  the  domestic 
franchise  tax.     Mexican  Cent.  Ry.  v.  Com.,  192  Mass.,  129  (1906). 

d  For  discussion  of  the  Massachusetts  method  of  distribution,  see  p.  104,  infra. 
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goes  to  the  State.**  Under  this  arrangement  it  is  estimated  that 
about  20  per  cent  of  the  tax  accrues  to  the  State. 

The  tax  commissioner  may  request  a  corporation  to  appeal  from 
the  valuation  of  its  real  estate  or  machinery.'' 

Shares  in  domestic  companies  are  not  taxed  to  the  owner  as 
personal  property.     Bonds  are  taxable.*' 

Business  Corporations. 

• 

''Business  corporations**  (manufacturing  ^  and  mercantile  com- 
panies) were  originally  included  under  the  tax  on  corporate  excess 
above  described;  but,  owing  to  the  effect  of  that  tax  in  compelling 
Massachusetts  corporations  to  give  up  their  charters  and  incor- 
porate imder  laws  of  other  jurisdictions,  it  was  found  necessary 
to  place  limitations  on  the  assessment  of  the  corporate  excess  of 
such  corporations.*  In  1903  '*An  act  relative  to  business  corpora- 
tions **  was  passed,  which  law  relates  particularly  to  manufacturing 
and  mercantile  corporations  as  distinguished  from  financial  and 
transportation  and  transmission  corporations. 

This  law  provides  that  domestic  corporations  having  capital 
stock  and  established  for  the  purpose  of  carrying  on  business  for 
profit  (except  banks,  insurance  companies,  and  transportation 
and  transmission  companies  carrying  on  business  within  the 
State,  but  including  such  companies  organized  in  the  State 
to  carry  on  business  outside  it)  /  be  taxed  as  follows :  The 
corporation  makes  an  annual  return  to  the  Tax  Commissioner, 
from  which  he  estimates  the  entire  value  of  the  capital  stock, 
and  this  is  denominated  the  value  of  the  corporate  franchise. 
There  is  a  deduction  of  the  value  of  real  estate  and  machinery 
subject  to  local  taxation  within  the  State,  and  also  of  the 
value   of   property  which   is   in  another   State   or  country  and 

''Rev.  Laws,  chap.  14,  sec.  61. 

A  corporation  owning,  through  trustees,  its  own  stock  is  not  to  be  regarded  as  a 
stockholder  resident  in  the  town  where  it  does  business,  so  as  to  entitle  that  town  to 
a  share  of  the  franchise  tax  paid  by  the  corporation  on  account  of  such  stock. 
Worcester  v.  Board  of  Appeal,  184  Mass.,  460  (1904). 

&  Laws  of  1903,  chap.  437,  sec.  73. 

This  provision  is  retained  from  the  statute  as  to  general  property  tax.  See  p.  88, 
supra. 

c  See  p.  88,  supra. 

d  Gas  and  electric  companies  are  regarded  as  manufacturing  companies. 

«  Report  of  Committee  on  Corporation  Laws,  1903,  p.  19. 

/For  definition  of  "business  corporations,"  see  Laws  of  1903,  chap.  437,  sec.  i. 
Manufacturing  and  mercantile  companies  are  the  chief  ones. 
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is  subject  to  taxation  therein.*  No  deduction  is  made  for 
sectirities  which  would  be  taxable  if  owned  by  a  resident  natural 
person,  but  if  such  securities  would  not  be  taxable  in  the  hands 
of  a  natural  person  they  are  deducted.**  On  the  net  valuation 
or  corporate  excess  thus  reached  the  State  directly  imposes  a 
tax  at  the  average  rate  of  all  the  cities  and  tovms  in  the  State 
for  the  last  three  years.  The  tax,  however,  is  not  to  exceed  a 
tax  at  this  rate  on  an  amount  20  j>er  cent  in  excess  of  the  value 
of  the  real  estate,  machinery,  and  merchandise,*  and  taxable 
securities;  nor  is  it  to  be  less  than  one-tenth  of  i  per  cent  of  the 
market  value  of  the  capital  stock.**  The  tax  is  paid  by  the 
domestic  corporation  to  the  state  treasurer.  The  return  also 
gives  a  list  of  stockholders,  with  their  holdings  and  addresses.* 


<2  A  Massachusetts  corporation,  having  its  principal  place  of  business  in  Massachu- 
setts, carried  on  business  in  Pennsylvania,  where  it  was  subject  to  a  tax  upon  its 
capital  stock.  Held^  That  the  corporation's  franchise  was  not  '*  property  situated  in 
another  State  and  subject  to  taxation  therein,"  the  value  of  which  should  be  deducted 
from  the  value  of  the  capital  stock  in  computing  the  franchise  tax  under  Acts  of 
1903,  chap.  437,  sec.  72.     American  Glue  Co.  v.  Commonwealth,  195  Mass.,  528  (1907). 

bThis  provision  will  permit  a  Massachusetts  corporation  to  hold  the  stock  of 
another  Massachusetts  corporation  without  double  taxation.  Stock  of  foreign  cor- 
porations so  held,  however,  is  taxed  to  the  holding  corporation,,  and  such  holding, 
therefore,  is  practically  prohibited.  Report  of  Committee  on  Corporation  Laws,  1903, 
p.  50. 

<^It  has  been  recommended  that  the  words  "other  tangible  property"  be  added 
at  this  point,  for  the  reason  that  there  are  certain  forms  of  tangible  property  which 
do  not  come  under  the  head  of  real  estate,  machinery,  or  merchandise.  This  amend- 
ment would  not  change  in  any  way  the  operation  of  the  law.  Report  Committee 
on  Taxation,  1907,  p.  52. 

The  real  estate,  machinery,  and  merchandise,  the  value  of  which  under  Acts  of 
1903,  chap.  437,  sec.  74,  as  amended  by  Acts  of  1904,  chap.  261,  sec.  i,  forms  part  of  the 
basis  for  computation  of  the  maximum  amount  to  be  levied  as  a  franchise  tax  on  a 
domestic  corporation,  includes  real  estate,  machinery,  and  merchandise  both  within 
and  without  Massachusetts.     American  Glue  Co.  v.  Commonwealth,  195  Mass.,  528 

(1907)- 
The  word  "merchandise"  in  Acts  of  1903,  chap.  437,  sec.  74,  so  far  at  least  as 

respects  chattels,  must  be  construed  as  including  tangible  property  which  may  be 
subject  of  sale.  In  this  case  the  Tax  Commissioner  had  included  steamships  as  mer- 
chandise.    New  England  and  Savannah  S.  S.  Co.  v.  Commonwealth,  195  Mass.,  385 

(1907). 
^  This  provision  limited  the  maximum  value  of  the  taxable  corporate  franchise  to 

an  amount  not  exceeding  120  per  cent  of  the  actual  value  of  the  tangible  assets  of 
the  corporation.  It  was  deemed  a  necessary  concession  in  order  to  retain  corpora- 
tions under  the  laws  of  Massachusetts  and  to  encourage  incorporating  under  said 
laws.  As  to  the  practical  operation  of  this  provision,  see  Report  of  the  Tax  Com- 
missioner, 1905,  pp.  19  et  seq. 

«  Acts  of  1903,  chap.  437,  sees,  i,  72,  74;  Acts  of  1906,  chap.  271,  sec.  12. 
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The  Tax  Commissioner  in  determining  the  value  of  the  corporate 
franchise  of  a  business  corporation  may  not  take  into  considera- 
tion any  debts  of  the  corporation,  unless  the  returns  contain  a 
sworn  statement  that  no  part  of  such  debt  was  incurred  for  the 
purpose  of  reducing  the  amount  of  taxes. ^ 

Beginning  with  1909,  all  of  the  tax  apportioned  to  nonresident 
stock  remains  with  the  State  and  the  rest  of  this  tax  is  distrib- 
uted, one-half  to  the  cities  and  towns  where  the  tangible  property 
of  the  corporation  is  located  and  the  other  half  to  the  cities  and 
towns  where  the  stockholders  live.  ^ 

Shares  in  companies  paying  this  tax  are  not  taxed  to  the  owner 
as  personal  property.     Bonds  of  these  companies  are  so  taxed.*' 

Railroads. 

The  tax  upon  railroad  companies  is  on  the  same  basis  as  the 
tax  on  corporations  generally,  namely,  '*  corporate  excess."  .Pro- 
vision is  made  for  a  proportionate  assessment  of  the  tax  where 
the  line  of  the  road  extends  outside  the  State.  ** 

Every  railroad  corporation  organized  in  the  State  returns  a 
complete  list  of  its  stockholders,  with  residences  and  number  of 
shares,  and  also  a  statement  in  detail  of  the  works,  structures, 
real  estate,  and  machinery  owned  by  the  corporation  and  subject 
to  local  taxation,  with  location  and  value. 

Every  railroad  corporation,  whether  organized  in  this  State  or 
elsewhere,  returns  a  statement  of  the  whole  length  of  its  lines,  and 
of  so  much  of  the  length  of  its  lines  as  is  outside  the  State. 

The  Tax  Commissioner  ascertains  from  the  returns  or  otherwise 
the  true  market  value  of  all  the  shares  of  every  railroad  corpora- 
tion, which  shall  be  taken  as  the  true  value  of  its  corporate  fran- 

o  Acts  of  1907,  chap.  395. 

This  amendment  was  found  necessary  to  prevent  corporations  from  incurring  ficti- 
tious debts  for  the  purpose  of  decreasing  the  amount  of  their  franchise  tax.  Ref)ort 
of  the  Committee  on  Taxation,  1907,  p.  52. 

l>  Acts  of  1903,  chap.  437,  sec.  86,  as  amended  by  Acts  of  1908,  chap.  614. 

In  his  report  for  1908  (p.  20)  the  Tax  Commissioner  recommends  that  the  return  of 
the  corporation  show  where  its  tangible  property  is  located.  This  will  aid  in  the 
distribution  of  the  tax. 

See  also  under  "Distribution,"  in  "Comments,"  p.  104,  infra. 

c  See  p.  88,  supra. 

<i  RepKjrt  of  Commission,  1894,  p.  30,  recommended  that  the  mileage  on  which  the 
tax  within  the  State  is  computed  be  miles  of  track  instead  of  miles  of  line,  and  that 
in  case  of  telegraph  and  telephone  companies  it  should  be  miles  of  wire. 
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chises.^  From  this  is  deducted,  in  the  case  of  both  foreign  and 
domestic  corp)orations,  so  much  of  the  value  of  its  capital  stock  as 
is  proportional  to  the  length  of  that  part  of  its  lines,  if  any,  lying 
without  the  State,  and  also  the  value  of  its  real  estate  **  and  ma- 
chinery subject  to  local  taxation  within  the  State,  for  which  pur- 
pose the  assessed  value  may  be  taken  as  the  true  value  but  is  not 
conclusive.  Upon  the  valuation  so  found  the  railroad  pays  to  the 
State  a  tax  at  the  average  rate  throughout  the  State.* 

No  taxes  are  assessed  locally  upon  the  shares  of  any  railroad 
which  pays  a  tax  on  its  corporate  excess.  Such  proportion  of 
the  tax  collected  of  a  railroad  corporation  as  corresponds  to  the 
proportion  of  its  stock  owned  by  residents  of  the  State  is  distrib- 
uted to  the  towns  in  which  such  owners  respectively  reside.^ 
Bonds  of  railroad  companies  are  taxable  to  the  owner  as  personal 
property.* 

The  exj>enses  of  the  railroad  commission  are  assessed  by  the 
Tax  Commissioner  upon  the  gross  earnings  of  railroads  and  street 
railways,  and  collection  is  made  in  the  same  manner  as  the  gen- 
eral corporation  tax./ 

Street  Railways. 

Street  railways  pay  to  the  State  a  corporate  excess  tax,  assessed 
and  distributed  in  the  same  way  as  the  tax  upon  railroads.^  For 
this  class  of  carriers  there  are  two  additional  provisions: 

*^  A  railroad  made  a  dividend  of  20  per  cent  to  stockholders,  payable  in  seven 
years  in  cash  or  stock,  and  it  then  issued  other  stock  not  having  such  a  privilege.  It 
was  held  th  it  the  amount  of  the  dividend  should  be  included  in  the  market  value  of 
the  road  for  the  purpose  of  taxation.  Boston  and  L.  R.  R.  v.  Com.,  100  Mass.,  399 
(1868).  But  shares  subscribed  for  on  which  10  per  cent  has  been  paid  in,  though  the 
shares  were  not  yet  issued,  can  not  be  included  in  the  appraisal  of  the  capital  stock 
for  purposes  of  taxation.     Boston  and  A.  R.  R.  v.  Com.,  157  Mass.,  6S  (1892). 

ft  The  roadbed  for  a  strip  5  rods  in  width  and  buildings  erected  within  this  area  for 
railroad  uses  are  exempt  from  taxation  directly.  Inhabitants  of  Worcester  v.  The 
Western  R.  R.  Corporation,  4  Met.,  564  (1842).  Real  estate  outside  of  this  limit  is 
taxable. 

Buildings  erected  by  a  railroad  for  use  as  stations  were  held  not  taxable,  since  used 
for  a  public  purpose.     Worcester  v.  Western  R.  R.,  4  Met.,  564  (1842). 

c  Acts  of  1906,  chap.  463,  Part  II,  sees.  211,  212,  214. 

The  Tax  Commissioner  in  his  report  for  1908  states  that  the  rate  should  be  the 
average  rate  during  the  last  three  years  so  as  to  make  the  law  as  tc*  rate  uniform  for 
all  corporations. 

^  Acts  of  1906,  chap.  463,  Part  II,  sec.  216. 

«  See  p.  88,  supra. 

/Rev.  Laws,  chap,  iii,  sec.  10. 

^  Acts  of  1906,  chap.  463,  Part  III,  sees.  125,  126,  and  128. 
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First.  If  an  operating  street  railway  (including  such  as  may 
have  lines  partly  outside  the  State) ,  whether  domestic  or  foreign, 
pays  during  the  year  dividends  exceeding  8  per  cent  on  its  capital 
stock,  it  pays  an  additional  tax  equal  to  the  amount  of  such 
excess,  provided  that  the  tax  is  not  imposed  if  from  the  time  the 
railway  commenced  operation  it  has  not  paid  in  the  aggregate 
dividends  equivalent  to  at  least  6  per  cent  on  its  capital  stock 
from  year  to  year."  This  tax  is  collected  and  distributed  in  the 
same  way  as  the  corporate  excess  tax,  and  is  probably  to  be  justi- 
fied as  a  compensation  for  the  franchise  when  this  is  peculiarly 
valuable. 

Second.  A  ** commutation  tax"  is  required  locally  of  street 
railways,  whether  domestic  or  foreign  (including  companies  whose 
lines  are  partly  within  and  partly  without  the  State).  The  com- 
panies make  an  annual  return  in  each  city  or  town,  stating  the 
length  of  track  operated  in  public  ways  and  places  in  such  city 
or  town,  and  the  total  length  of  track  operated  in  public  ways  or 
places  and  also  the  total  amount  of  gross  receipts  from  operation 
for  the  year,  excluding  income  derived  from  other  sources,  such 
as  sale  of  power  and  rental  of  tracks.  The  local  assessors  tax 
such  corporations  on  an  assessed  amount  equal  to  such  proportion 
of  the  percentages  of  gross  receipts  named  in  the  act  as  the  length 
of  track  in  the  public  ways  and  places  in  the  city  or  town  bears 
to  the  total  length  of  such  track  operated  by  the  company  in 
public  ways  and  places.  ^  This  tax  is  for  the  towns  and  is  levied 
as  compensation  for  the  use  of  public  streets. 

No  tax  is  assessed  to  stockholders*  on  the  shares  of  stock 
in  these  companies.  Bonds  of  these  companies  are  taxable**  to  the 
holders  as  personal  property. 

Electric  Railroads. 

These  companies  are  taxed  in  the  same  manner  as  street  rail- 
ways, except  that  any  part  of  the  tax  which  is  attributed  to  the 


o  Acts  of  1906,  chap.  463,  sec.  130. 

No  case  is  known  where  any  revenue  has  been  paid  under  this  provision. 

&  Acts  of  1906,  chap.  463,  Part  III,  sees.  133, 134. 

The  average  gross  receipts  per  mile  which  determine  the  rate  of  excise  tax  on 
street  railways  are  computed  on  the  total  of  all  miles  of  road  on  private  as  well  as 
on  public  streets.     Greenfield  and  Turners  Falls  Street  Ry.  v.  Greenfield,  187  Mass., 

352  (1905). 

c  Acts  of  1906,  chap.  463,    Part  III,  sec.  131. 
<*  See  p.  88,  supra. 
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length  of  line  on  private  ground  is  distributed  to  the  cities  and 
towns  where  the  stockholders  live.** 

Taxes  collected  from  street  railways  and  electric  railroads,  both 
the  corporate  excess  tax  received  from  the  State  and  the  com- 
mutation tax,  are  applied  by  the  towns  to  the  maintenance  of 
public  ways  and  to  the  removal  of  snow  therefrom.* 

No  taxes  are  assessed  locally  on  the  shares  of  a  street  railway, 
electric  or  otherwise,  domestic  or  foreign,  which  pays  the  corporate 
excess  tax,  and  the  tax  on  corporate  excess  so  paid  is  apportioned 
among  the  cities  and  towns  in  proportion  to  the  length  of  tracks 
operated  in  such  towns.*  Bonds  of  these  companies  are  taxable 
to  the  owner  as  personal  property. 

Telegraph  and  Telephone  Companies. 

Telegraph  and  telephone  companies  are  taxed  upon  corporate 
excess  like  other  corporations,  except  that  provision  is  made  for 
the  proper  division  of  the  valuation  of  companies  operating  partly 
within  and  partly  outside  the  State.  Telegraph  and  telephone 
corporations,  foreign  and  domestic,  make  a  return  to  the  Tax 
Commissioner,  from  which  he  ascertains  a  fair  cash  value  of  all 
their  capital  stock.  From  this  amount  he  deducts,  in  case  of  a 
telegraph  company,  so  much  of  the  value  as  is  proportional  to 
the  length  of  the  line  outside  of  the  State,  and  all  real  estate  and 
machinery  subject  to  local  taxation  within  the  State;  and  in  the 
case  of  a  telephone  company,  he  deducts  all  the  real  estate  and 
machinery  subject  to  local  taxation  within  the  State.  If  it  is  a 
domestic  telephone  company,  there  is  deducted  the  value  of  stock 
in  other  corporations  held  by  it  upon  which  a  tax  has  been  paid 
in  Massachusetts  or  any  other  State  during  the  year.  If  it  is  a 
foreign  telephone  company,  there  is  deducted  so  much  of  the 
value  as  is  proportional  to  the  number  of  telephones  used  or  con- 
trolled by  it  outside  the  State.  Upon  the  net  valuation  so  found, 
taxes  are  assessed  by  the  State  at  the  average  rate  throughout  the 
State  during  the  last  three  years.  The  tax  is  apportioned  among 
the  cities  and  towns  in  the  usual  manner — that  is,  according  to 
the  shares  owned  by  residents  of  the  town  or  city,  the  State 

«  Acts  of  1906^  chap.  516,  sees.  14  to  21. 

No  corporation  is  taxed  under  the  "electric  railroad  "  provision.  All  electric  rail- 
roads are  taxed  as  "street  railways."  The  Tax  Commissioner  recommends  that  an 
electric  railroad  be  declared  to  be  one  more  than  half  of  whose  lines  is  on  a  private 
right  of  way,  the  "electric  railroad"  so  determined  to  be  taxed  as  is  a  steam  railroad 

^  Acts  of  1906,  chap.  516,  sec.  137,  as  amended  by  Acts  of  1907,  chap.  318, 

cSee  p.  88,  supra, 
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retaining  such  portion  as  refers  to  shares  owned  by  nonresidents.* 
Shares  in  these  companies  are  not  taxed  in  the  hands  of  stock- 
holders; bonds  are  so  taxed.** 

Express  Companies. 

Every  concern,  whether  incorporated  or  unincorporated,  engaged 
in  the  express  business  on  any  raiboad,  steamboat,  or  vessel  in 
the  State,  makes  a  return  to  the  Tax  Commissioner  of  the  par  and 
market  value  of  its  stock  and  bonds  and  unfunded  debt,  of  its 
real  estate  and  personal  property,  with  its  location,  and  the 
amount  of  taxes  paid  on  its  property  locally  within  the  State. 
The  rettu-n  also  shows  the  gross  earnings  within  the  State  and  the 
total  gross  earnings,  and  the  securities  not  liable  to  taxation. 
The  Tax  Commissioner  then  ascertains  the  true  market  value  of 
its  stock,  bonds,  and  such  part  of  the  unfunded  debt  as  was 
incurred  for  the  purpose  of  construction  or  permanent  equipment 
or  improvement.  After  deducting  the  value  of  real  and  personal 
property  taxable  within  the  State  and  securities  not  liable  to 
local  taxation,  the  Tax  Commissioner  lays  a  tax  upon  such  part  of 
the  remainder  as  represents  the  ratio  of  gross  earnings  of  the  com- 
pany within  the  State  to  the  total  gross  earnings.  The  rate  of 
this  tax  is  determined  by  the  average  rate  of  taxation  throughout 
the  State.  ^ 

Shares  in  these  companies  are  taxable  to  stockholders;  bonds 
are  also  taxable.'' 

Foreign  Corporations.^ 

The  taxation  of  foreign  corporations  in  Massachusetts  may  be 
stated  thus: 

First.  Foreign  railroad,  street-railway,  electric-railroad,  tele- 
graph, telephone,  and  express  companies  are  taxed  upon  "cor- 

«  Rev.  Laws,  chap.  14,  sees.  37,  38,  48;  Acts  of  1906,  chap.  271,  sec.  9. 

This  method  of  taxing  telegraph  companies  upheld  as  not  contravening  the  commerce 
clause  of  the  Constitution  or  sec.  5263,  United  States  Rev.  Stat.,  conferring  certain 
rights  on  telegraph  companies  accepting  it.  Western  Union  Teleg.  Co.  v.  Mass., 
125  U.S.,  530(1888). 

&  See  p.  88,  supra. 

<^  Acts  of  1907,  chap.  586,  as  amended  by  Acts  of  1908,  chaps.  194  and  615. 

This  provision  of  law  is  w^orthy  of  especial  note,  because  it  is  the- only  case  in  Mas- 
sachusetts where  the  bonds  and  securities  other  than  stock  are  considered  in  assessing 
the  corporate  excess.  No  taxes  have  yet  been  collected  under  this  law,  the  express 
companies  having  contested  payment  under  it. 

^  Sec  "Foreign  corporations,"  in  "Comments,"  p.  105,  infra. 
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porate  excess"  in  the  same  manner  and  for  the  same  purposes 
as  similar  domestic  companies,  as  heretofore  described. 

Second.  Foreign  corporations  having  a  usual  place  of  business  " 
in  the  State,  or  engaged  (whether  permanently  or  temporarily, 
with  or  without  a  place  of  business)  in  the  construction  of  a  build- 
ing, bridge,  or  railway  in  the  State,  pay  an  excise  tax  of  one-fiftieth 
of  I  per  cent  of  the  par  value  of  their  authorized  capital  stock,  the 
total  tax  not  to  exceed  $2,000.*  This  tax  is  paid  by  foreign  cor- 
porations which  correspond  to  domestic  **  business  corporations,'* 
and  is  purely  for  state  purposes. 

For  local  purposes,  foreign  corporations  of  this  latter  class  are 
taxed  locally  upon  real  estate,  machinery,  and  merchandise,  and 
under  this  provision  they  are  assessed  upon  all  tangible  property.^ 

Foreign  corporations  failing  to  pay  taxes  in  Massachusetts  may 
be  enjoined  from  doing  business.'' 

As  noted  above,  shares  of  stock  of  foreign  corporations  (except 
those  foreign  transportation  and  transmission  companies  engaged 
in  business  in  Massachusetts  and  therefore  taxed  on  corporate 
excess)  are  taxed  to  the  holder  as  personal  property.  Bonds  of 
foreign  companies  are  also  taxable.*' 


o  There  appear  to  be  no  Massachusetts  decisions  determining  what  is  a  usual  place 
of  business  for  the  purposes  of  this  provision. 

*  Acts  of  1903,  chap.  437,  sees.  75  and  76,  as  amended  by  Acts  of  1907,  chap.  578. 

The  tax  on  foreign  corporations  provideTl  by  this  section  is  not  a  tax  on  properly  or 
on  the  franchise  of  the  corporation,  but  on  the  privilege  of  doing  business  in  the  State, 
and  is  enforced  by  exclusion  from  the  State.  Attorney -General  v.  The  Bay  State 
Mining  Co.,  99  Mass.,  148  (1868). 

This  tax  may  be  imp>osed  on  a  foreign  corporation  partly  engaged  in  interstate 
commerce  if  its  office  is  used  for  domestic  business,  and  in  that  case  the  tax  is  consti- 
tutional.     Attorney -General  v.  The  Electric  Storage  Battery  Co.,   188  Mass.,   239 

(1905). 

c  Rev.  Laws,  chap.  12,  sees.  2,  3,  and  Acts  of  1903,  chap,  437,  sec.  71. 

For  construction  of  this  latter  provision,  see  Hilliard  v.  Fells  Ice  Co.,  86  N.  E.  Rep., 

773  (1909) 

A  tax  may  be  lawfully  assessed  to  a  foreign  corporation  doing  business  in  Massachu- 
setts upon  its  personal  property  situated  here  and  need  not  be  assessed  in  rem  against 
the  projjerty  itself.     Scollard  v.  American  Felt  Co.,  194  Mass.,  127  (1907). 

Intangible  personalty  of  foreign  corporations  is  not  taxed  in  Massachusetts.  It  is 
supposed  to  be  taxed  in  the  home  State  of  the  corporation. 

<i  Acts  of  1902,  chap.  349;  Acts  of  1903,  chap.  437,  sec.  78. 

«  See  p.  88,  supra. 
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in.  FINANCIAL  RESULTS. 

That  the  state  officials  proceed  to  collect  the  corporation  tax  in 
a  thorough  and  efficient  manner  is  at  once  apparent  from  an  exami- 
nation of  their  reports. ,  A  feature  of  the  system  worthy  of  special 
note  is  the  fact  that  the  Commissioner  of  Corporations  and  the 
Tax  Commissioner  are  one  and  the  same  person,  thus  consolidat- 
ing in  one  office  the  general  supervision  of  all  the  revenues  of  the 
State  and  the  administration  of  the  corporation  laws.  The  annual 
report  of  the  Tax  Commissioner  contains  an  alphabetical  list  of 
every  corporation  subject  to  the  tax,  which  list  contains  upward  of 
7,000  names  of  corporations  of  the  various  classes. 

Total  State  Receipts  Classified  as  to  Revenue  from  Corporations,  Other 
Special  Taxes  and  Receipts,  and  General  Property  Tax,  and  Showing 
Portion  of  Corporation  Taxes,  etc.,  Distributed  to  Cities  and  Towns,  Year 
ended  November  30,  1907.0 

Total  receipts,  all  sources $18,  670, 405.  32 

Special  taxes  on  corporations: 

Electric-light  companies $189,  776.  81 

Gas  companies l 112,038.  51 

Gas  and  electric  companies 30,  302.  36 

Telephone  and  telegraph  companies 448,  323. 04 

Water  companies 5,  641.  69 

Railroad  companies ii434»  i59-  28 

Street-railway  companies  & *         _ . .  i ,  014, 434.  73 

Trust  companies 512,  764. 04 

Miscellaneous  (under  Rev.  Laws,  chap.  14) 94,  2 17.  59 

Business  corporations 2,  133, 086.  26 

Sundry  corporationsi . .  66,  601 .  67 

Cities  and  towns  in  readjustment 5,  903.  20 

National-bank  tax 913,  544.  69 

Savings-bank  tax i,  953,  406.  1 1 

Insurance  tax  and  licenses 562,  522.  94 

Excise  tax  on  life  insurance  companies 344,  369.  72 

Excise  tax  on  foreign  corporations ....  56,  744.  03 

Fees,  corporation  certificates,  etc . 86,  199.  91     . 

Total  State  receipts  from  corporations . .    9,  964, 036.  58 

Less  portion  distributed  to  cities  and  towns: 

From  street-railway  tax ...  1,014,434.73 

From  national-bank  tax 540,  984.  1 7 

From  other  corporation  taxes 3»70ip  874.  52 

Total  distributed  to  cities  and  towns 5.257,  293.  42 


State's  share  of  corporation  taxes 4,  706,  743.  1 6 


«  State  Auditor's  Report,  1907. 

''Includes  $119,865.89  "commutation  tax"  paid  by  the  Boston  Elevated  Railway 
Company  under  Rev.  Laws,  chap.  14,  sec.  44, 
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Other  special  taxes  and  receipts: 

Liquor  licenses _.    $839,367.25 

Collateral  inheritance  tax 772, 499.  25 

Receipts  from  United  States  (for  colleges,  sol-  % 

diers'  home,  etc.) 98,  244.  39 

Transfers  from  funds ._  439,  544.  56 

Interest  on  deposit  of  funds ._  41,  429.  92                        :   ;  . 

Accrued  interest  on  bonds  sold,  etc 66,  706.  96 

Temporary  loans 2,  100, 000.  00 

Sundry  fees,  licenses,  income  from  institutions, 

etc 348,  576.41 

Total  special  taxes  and  receipts  not  from  corporations $4,  706,  368.  74 

Total  special  taxes  and  receipts  for  state  purposes ..    .       9,  413,  111.90 

State's  share  of  general  property  tax  a 4,000,000.00 

Total  state  revenue  for  state  purposes  ft __ 13,413,111.90 

Total  state  receipts  distributed  to  cities,  towns,  etc .    .  _  5,  257,  293.  42 


Total  state  receipts,  all  sources _    .  18,670,405.32 


Per  cent  of  total  state  receipts  derived  from  corporations 53.  37 

Per  cent  of  state  revenue  for  state  purposes  derived  from  corpo- 
rations  35 -09 

Per  cent  of  state  revenue  for  state  purposes  derived  from  all  special 
taxes  and  receipts ^  70.  18 

IV.  COMMENTS. 

Amount  of  Revenue  from  Corporations. 

In  attempting  to  increase  the  revenues  of  the  State  the  com- 
mittee on  taxation  of  1907  in  its  report*^  estimates  that  the  rec- 
ommended changes  in  the  law  would  produce  additional  revenue 
to  an  amount  slightly  over  $3,000,000,  the  items  of  increase  to  be 
as  follows: 

Direct  inheritance  tax $1,  500,  000 

Stock  transfer  tax ._      ._.    ._ 250, 000 

Express  company  tax 150,000 

Excise  tax  u|X)n  foreign  corporations . _. 75, 000 

Organization  fees  of  domestic  corporations  _    65 ,  000 

Corporate  franchise  tax  of  railroads,  etc _ _ i ,  200, 000 

a  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  impossible  prac- 
tically to  ascertain  the  amount  thus  received  from  corporations. 

6  Out  of  this  total,  $101,178.85  was  paid  for  salaries  of  school  superintendents  in 
small  towns,  and  $58,063.14  for  high  school  tuition  of  pupils  from  towns  having  no 
high  schools.     (Under  Rev.  Laws,  1902,  chap.  42,  sees.  3,  46.) 

c  At  p.  17 

79349 — 09 8 
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The  same  report,^  in  commenting  upon  the  amount  of  revenues 
received  from  pubhc-service  companies,  says: 

**We  are  convinced  that  practically  all  recent  legislation  in  States 
other  than  Massachusetts  which  has  had  for  its  object  the  increase  of 
ta^fes  to  be  levied  upon  public-service  corporations  have  been  attempts 
.    ,to^yard  the  standard  of  Massachusetts,  rather  than  an  advance  beyond 
'-'fHbe  requirements  now  made  by  the  laws  of  this  Commonwealth.     The 
'    public-service  corporations  of  Massachusetts  now  contribute  more  nearly 
their  fair  share  to  the  public  revenues  than  do  the  public-service  corpora- 
tions of  other  States." 

With  regard  to  the  amoimt  of  organization  fees  received  from 
business  corporations  the  committee  of  1 907  *  states  that  the  amount 
has  not  equaled  what  it  was  expected  the  business  corporation  law 
of  1903  would  produce.  That  law  fixed  the  rate  at  one-fortieth  of 
I  per  cent  of  the  authorized  capital  stock,  with  a  minimum  of  $10 
in  any  one  case.  In  the  year  1907  there  was  received  by  the  sec- 
retary of  state  for  charter  fees  $76,848.18,  which  amount  the  com- 
mittee considered  inadequate.  The  recommendation *•  involved 
the  subject  of  revenue  and  was  also  intended  to  reduce  the  number 
of  tmdesirable  corporations.     The  report  ^  says: 

"It  is  also  evident  that  there  have  been  chartered  many  corporations 
which  are  not  desirable,  and  whose  charters  have  fallen  into  disuse.  It 
is  probable  that  with  an  increase  in  the  amount  of  organization  fees  there 
would  be  a  decrease  in  the  number  of  that  class  of  corporations  which 
are  no  credit  to  Massachusetts  nor  of  any  benefit  to  her  industrial  life.  It 
seems  fair  to  say  that,  if  a  charter  by  Massachusetts  is  worth  anything, 
it  is  worth  to  any  concern  not  less  than  $25.  A  fee  of  this  amount  will 
not  prevent  the  organization  of  any  corporation  of  any  value  to  the 
Commonwealth.  We  therefore  recommend  that  the  present  rate  of 
one-fortieth  of  i  per  cent  be  changed  to  one-twentieth  of  i  per  cent,  and 
that  the  minimum  fee  required  in  any  one  case  be  increased  from  $10 
to  $25." 

General  Tax  on  "  Corporate  Excess." 

The  Massachusetts  corporation  tax  upon  the  intangible  worth 
of  the  capital  stock  over  and  above  the  value  of  its  property  taxed, 
called  the  tax  on  *' corporate  excess,"  constitutes  the  State's  chief 
contribution  to  the  problem  of  corporate  taxation,  and  it  extends 
broadly  to  all  domestic  corporations,  whether  public  service,  gen- 
eral business,  or  financial,  and  to  certain  foreign  public-service 
companies  operating  in  the  State.  This  tax  has  been  employed  in 
Massachusetts  for  many  years  to  meet  the  demand  for  the  proper 
taxation  of  corporations,  arising  with  the  early  development  of 

a  At  p.  32.  &  At  p.  51  of  its  report. 
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industry  in  that  State  and  the  consequent  growth  of  corpora- 
tions. In  fact,  it  is  claimed  by  the  Massachusetts  authorities  that 
this  form  of  corporate  taxation  had  its  origin  there.  The  Massa- 
chusetts Commission  of  Taxation,  1875,  says: 

"This  system  of  corporate  taxation  had  its  origin  here,  and  may  be 
fairly  claimed  as  a  Massachusetts  specialty.  We  regard  it  as  a  most 
valuable  contribution  to  fiscal  science,  and  other  States  have  already 
copied  its  methods."" 

In  view  of  its  long  standing  and  the  thoroughgoing  administra- 
tion which  long  practice  has  given  to  this  tax  in  Massachusetts,* 
and  for  the  further  reason  that  the  system  has  been  followed  to  a 
considerable  extent  in  other  States,  discussion  of  its  theory  and  its 
administrative  results  is  necessary-  for  the  subject  in  hand.*' 

In  the  early  part  of  the  nineteenth  century  the  general  property 
tax  in  Massachusetts  was  made  to  include  corporate  shares  as  per- 
sonalty in  the  hands  of  the  shareholders.  It  was  held  by  the 
courts  that  only  natural  persons  were  subject  to  taxation  upon 
personalty,*'  and  hence  the  only  tax  paid  by  the  corporation  itself 
was  upon  its  realty.  The  tax  paid  by  the  owners  of  the  shares 
was  supposed  to  make  up  for  the  untaxed  tangible  and  all  intan- 
gible personalty  of  the  corporation.  Yet,  in  so  far  as  the  shares 
represented  real  property,  there  was  double  taxation.  Conse- 
quently in  1832  the  assessment  law  was  modified  in  the  case  of 
manufactiu'ing  corporations,  and  deduction  for  real  estate  and 
of  machinery  (which  had  been  made  taxable  by  statute)  was 
authorized. 

It  was  early  discovered  that  the  taxation  of  shares  in  the  hands 
of  owners  was  a  failure,  it  being  apparent  that  a  considerable 
p)ercentage  of  the  capital  stock  of  certain  of  the  larger  corpora- 
tions was  escaping  taxation.  In  1865,  with  the  demand  for 
increased  revenues  brought  on  by  the  war,  a  system  was  adopted 
of  ** stopping  the  tax  at  its  source" — that  is,  at  the  corporation 
itself — and  provision  was  made  for  collection  through  centralized 
state  administration.  This  system  has  continued  down  to  the 
present  time. 

a  Report  of  Massachusetts  Commission,  1875,  p.  124. 

b  Some  idea  of  the  extent  to  which  the  Massachusetts  system  of  corporate  taxation 
has  been  discussed  may  be  gathered  from  the  bibliography  on  p.  109. 

cThe  principles  established  by  the  statutes  of  Massachusetts  for  regulating  the 
taxation  of  corporations  doing  business  within  its  limits,  whether  domestic  or  foreign, 
do  not  appear  to  be  unfair  or  unjust.  Western  Union  Teleg.  Co.  v.  Mass.,  125  IT.  S., 
530  - 1888). 

<*Sce  decisions  on  p.  87,  supra. 
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There  are  always  some  corporations  whose  stock  it  is  difficult  to 
value,  because  of  the  close  manner  in  which  it  is  held,  and  often 
the  market  value  of  stocks  forms  a  fluctuating  basis  for  taxation.** 
Yet  the  ease  with  which  the  system  operates  in  the  majority  of 
cases  probably  offsets  these  disadvantages. 

As  a  legal  basis  of  the  Massachusetts  corporation  tax,  the 
courts  have  held  it  to  be  a  tax  on  the  privilege  of  carrying  on 
business  and  not  on  the  privilege  of  corporate  existence.''  In 
other  words,  it  is  in  the  nature  of  an  excise  tax,  and  not  a  tax 
upon  property,  in  which  case  the  constitution  would  require  the 
tax  to  be  proportional  for  all  classes  of  property.  Notwithstand- 
ing this,  however,  the  distribution  of  the  tax  in  proportion  to 
stock  held  in  city  or  town  follows  the  theory  of  the  property  tax, 
as  has  already  been  explained. 

Omission  of  Bonds. 

The  theory  of  the  tax  on  corporate  excess  has  much  to  commend 
it  as  a  means  of  reaching  the  intangible  worth  of  capital  stock,  but 
its  operation  in  Massachusetts  has  developed  features  to  which 
attention  has  been  called  by  the  various  Massachusetts  Commis- 
sions on  Taxation.  A  defect  in  the  system  is  said  to  be  that  in 
computing  corporate  excess  no  consideration  is  given  to  the 
amount  of  intangible  value  represented  by  bonds,  thus  giving 
undue  advantage  to  corporations  with  property  represented  by 
bonds  and  other  forms  of  indebtedness.*'  It  is  true  bonds  are 
taxed  to  the  holders,  but  revenue  from  this  source  is  a  negligible 
amount.  While  there  is  a  legal  distinction  between  the  liabilities 
of  a  corporation  upon  its  stock  and  upon  its  bonds,  when  we  come 
to  the  subject  of  taxation  it  is  claimed  that  both  classes  of  securi- 
ties generally  represent  funds  invested  by  the  corporation  for 
identical  purposes,  such  as  the  purchase  of  property.  Under  the 
Massachusetts  system  there  is  an  incentive  for  corporations  to 


«» When  the  market  value  of  the  stock  can  not  l)e  ascertained,  the  corporate  excess 
is  based  upon  the  return  made  to  the  tax  commissioner  showing  the  merchandise 
and  other  assets  of  the  corporation. 

fcSee  notes  on  decisions,  p.  89,  supra. 

c  For  a  discussion  of  this  topic,  see  the  "  Introduction  "  (supra,  p.  1 7)  and  the  report 
as  to  Connecticut  (infra,  p.  141). 
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increase  their  issues  of  bonds  in  preference  to  capital  stock.** 
Here  again  the  application  of  the  idea  of  the  property  tax  to 
corporations  by  regarding  corporate  debts  in  the  same  light  as 
debts  owed  by  individuals  and  taxing  them  to  the  creditors  or 
bondholder  has  led  to  a  result  open  to  discussion.  In  considering 
this  matter  the  committee  on  taxation,  1907,''  says: 

"It  seems  clear  to  us,  therefore,  that  in  levying  the  corporate  franchise 
tax  the  bonds  at  their  fair  cash  value  should  be  included  with  the  capital 
stock  at  its  fair  cash  value  in  the  computations  of  the  tax  commissioner. 
The  present  law  of  Massachusetts  does  not  provide  that  the  bonds  shall 
be  considered  at  all  by  the  commissioner.  The  result  has  been  that 
some  of  our  public-service  corporations  have  in  the  past  issued  bonds 
instead  of  stock.  With  a  continuance  of  our  present  laws,  this  procedure 
undoubtedly  will  be  resorted  to  in  the  future.  It  is  true  that  the  bonds 
of  these  corporations  are  now  taxable  to  the  individual  holder.  As  a 
matter  of  fact,  however,  such  of  these  bonds  as  are  held  by  citizens  of 
Massachusetts  are  seldom  reached  for  purposes  of  taxation.  Further- 
more, a  large  proportion  of  these  bonds  is  held  by  persons  outside  of 
this  Commonwealth,  and,  therefore,  upon  the  property  of  the  public- 
service  corporation  represented  by  this  latter  class  the  Commonwealth 
attempts  to  levy  no  tax.  The  purpose  of  our  recommendation,  that  the 
bonds  be  included  with  the  capital  stock  in  the  computations  of  the  Tax 
Commissioner,  is  therefore  twofold:  First  and  incidentally,  to  provide  a 
better  means  of  collecting  a  tax  which  in  theory  is  now  levied;  secondly 
and  mainly,  to  provide  for  the  taxation  by  the  Commonwealth  of  that 
part  of  the  property  of  the  public-service  corporations  which  is  repre- 
sented by  the  bonds  held  outside  of  the  State  and  which  is  not  now  sub- 
ject to  taxation  by  Massachusetts." 

A  start  has  been  made  in  the  direction  of  this  recommendation 
by  the  act  of  1907,  taxing  express  companies.*' 

For  the  reason  that  this  change  would  work  a  hardship  if  applied 
at  once  to  outstanding  bonds,  and  for  the  further  reason  that  the 
sudden  exemption  of  bonds  from  taxation  as  personal  property  of 
the  owner  would  unduly  enhance  the  value  of  these  securities,  the 
committee  of  1907^  recommends  as  follows: 

"Therefore  we  recommend  that  this  change  in  our  method  of  computing 
the  taxes  of  our  public-service  corporations  be  made  to  apply  only  to 
future  issues  of  bonds,  whether  such  bonds  are  issued  for  new  construc- 
tion or  for  the  purpose  of  refunding  outstanding  loans.     *     *     *     Were 

<»ln  the  case  of  street  railways  bonds  now  equal  80  per  cent  of  the  par  value  of 
capital  stock,  and  the  same  is  approximately  true  of  railroads.  The  result  is  that 
these  corporations  escape  taxation  to  a  considerable  extent,  much  of  their  property 
being  exempt. 

ft  At  p.  3S  <^f  ^ts  report. 

<•  See  p.  96,  supra. 

rf  At  p.  34  of  its  report. 
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these  suggestions  adopted,  applying  only  to  future  issues  of  bonds  and 
other  obligations  representing  property,  corporations  could  easily  adjust 
themselves  to  the  added  burden  with  no  diminution  in  the  quality  of 
their  service,  and  eventually  the  Commonwealth  would  be  receiving  a 
tax  from  all  of  the  property  and  franchise  values  of  her  public-service 
corporations.'*** 

Distribution  of  Tax. 

Prior  to  1908  the  tax  collected  from  corporations  was  dis- 
tributed to  the  cities  and  towns  in  proportion  to  the  number  of 
shares  owned  therein,  upon  the  theory  that  personalty  should 
follow  the  person.  This  attempt  to  apply  the  theory  of  the  prop- 
erty tax  to  corporations  resulted  in  sending  the  greater  part  of 
the  revenue  from  corporate  excess  to  localities  in  which  consider- 
able numbers  of  wealthy  persons  reside.  The  report  of  the  com- 
mission of  1897  *  contains  the  following  table,  which  graphically 
illustrates  this  point : 

Distribution  of  the  Corporation  Tax. 


Population.  Tax  distributed.      |  distributed 

1095.  in9o. 


Tax 

tribu 

per  capita. 


State -.    .  2,500,183 

Thirty-two  cities i ,  635 ,  767 

All  towns 864,416 

Eighteen  towns ..  62,529! 

Three  hundred  and  three  towns.  _  801,  887 


■2.585,795-63 

$1.03 

1.778.359.23 

1.08 

807, 436. 40 

.93 

332,310.77 

531 

475.  125.63 

•59 

oAlthousrh  the  amount  certified  as  due  cities  and  towns  was  $2,729,665.85,  only  $2,585,795.63  was 
actually  distributed.     These  figures  arc  all  on  the  basis  of  actual  distribution. 

Some  other  basis  of  distribution  seemed  necessar>%  preferably 
one  that  considers  the  claims  of  the  community  in  which  the 
corporate  industry  paying  the  tax  is  located. 


o  A  statute  of  Pennsylvania,  passed  in  1891,  which  is  designed  to  levy  a  tax  upon 
the  actual  value  of  the  capital  stock,  assets,  franchises,  earning  capacity,  and  every 
other  valuable  possession  of  public-service  and  certain  other  specified  corporations, 
and  one  which  requires  the  assessing  officer  to  compute  the  tax  in  the  same  way  that 
the  corporate  franchise  tax;  in  Massachusetts  is  computed,  was  held  to  justify  including 
with  the  capital  stock  the  outstanding  bonds  at  their  fair  value.  Com.  v.  N.  Y.  P. 
&  O.  R.  R.  Co.,  188  Pa.,  169  (1898).  If  bonds  were  included  in  the  computation  of 
the  corporate  excess  this  might  not  be  held  to  be  taxing  debts  to  the  debtor,  within 
the  case  of  State  Tax  on  Foreign  Held  Bonds,  15  Wall.,  300,  320  (1872).  It  might  be 
held  to  be  merely  using  knowledge  of  how  much  a  debtor  owes  in  order  to  get  at  the 
value  of  his  property  for  the  purpose  of  taxation.  This  is  done  in  Connecticut  in 
taxing  railroads. 

b  At  p.  67. 
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Referring  to  this  subject,  the  committee  of  1907  **  says: 

««*  n^  %  To  make  any  change  applying  to  all  the  coqx)rate  franchise 
taxes  would,  however,  upset  the  finances  of  the  cities  and  towns  and 
perhaps  of  the  Commonwealth.  Moreover,  it  is  evident  to  your  com- 
mittee that  the  reasons  for  a  change  regarding  the  corporate  franchise 
tax  received  from  railroads  and  telephone  and  telegraph  companies  are 
much  stronger  than  any  reason  that  can  be  adduced  applying  to  the 
other  corporate  franchise  taxes." 

In  referring  to  the  same  matter  the  commission  on  taxation  of 
1908  **  indorses  the  above  recommendation.  This  commission 
came  to  the  conclusion,  from  figiu-es  presented  in  its  report,  that 
a  majority  of  the  cities  and  towns  would  benefit  greatly  if  the 
State  should  retain  the  entire  proceeds  of  the  tax  on  corporate 
excess  of  railroad,  telephone,  and  telegraph  companies  and  apply 
the  same  to  a  reduction  of  the  state  tax.  With  regard  to  dis- 
tributing the  tax  on  business  corporations  in  the  same  manner 
this  commission  went  further  than  the  recommendations  of  the 
report  of  1907,  saying: 

**  We  do  not  think  it  necessary  to  resort  to  statistics  to  convince  the 
people  that  for  a  city  or  town  to  construct  streets  and  light  them,  to 
furnish  water,  sewers,  schools,  and  public  buildings,  and  to  provide  police 
and  fire  protection  for  business  and  manufacturing  corporations,  their 
employees,  and  the  families  of  such  employees,  are  local  burdens  relatively 
greater  than  those  occasioned  by  the  operation  of  a  street  railway  in  the 
public  ways  of  a  city  or  town." 

A  practical  example  of  how  this  method  of  distribution  worked 
may  be  seen  in  the  case  of  a  large  department  store  in  Boston. 
Little  or  no  revenue  was  received  by  Boston,  because  the  store 
had  no  real  estate  or  machinery  reached  by  the  general- property 
tax.  Merchandise  was  (in  practice  but  not  in  theory)  included 
in  the  valuation  of  corporate  excess,  and  therefore  the  tax  on  it 
was  collected  by  the  State  and  distributed  to  the  towns  where  the 
stockholders  resided.  Hence  none  of  it  went  to  Boston  unless 
stockholders  resided  there.  Under  the  new  law,  effective  in  1909, 
half  of  the  revenue  collected  by  the  State  on  corporate  excess  of 
"business  corporations"  will  go  to  Boston  and  the  other  half  to 
the  towns  where  the  stockholders  live. 

Foreign  Corporations. 

Massachusetts  has  developed  no  uniform  system  of  taxing 
foreign  corporations.  Foreign  public-service  corporations  engaged 
in  telephone,  telegraph,  railroad,  street-railway,  and  electric- 
railroad  business  pay  the  general  tax  upon  corporate  excess  in 

"In  its  report  at  p.  38.  ^  At  p.  13  of  its  report. 
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the  same  manner  as  domestic  companies  engaged  in  the  same 
callings  upon  the  proportion  of  the  length  of  line  within  the 
State.  With  the  exception  of  these  special  classes,  foreign  cor- 
porations up  to  the  time  of  the  passage  of  the  *'  business  corpora- 
tion law"  in  1903  were  taxed  only  upon  their  property  in  the 
same  manner  as  individuals.     Provision  was  made  in  that  law  '    • 

for  the  taxation  of  foreign  corporations  at  a  nominal  rate  upon 
the  par  value  of  their  capital  stock.  The  reasons  for  this  tax 
were  to  mmimize  the  advantage  of  foreign  companies  over  domes- 
tic companies,^  and  to  levy  some  specific  state  ta^  upon  foreign 
corporations,  generally,  in  order  to  establish  Massachusetts'  right 
to  tkx  foreign  corporations.  In  other  words,  the  motive  for  this 
tax  was  that  of  regulation,  and  the  recognition  of  the  power  to 
tax  rather  than  the  obtaining  of  revenue.  The  table  of  revenues 
for  corporations  ^  shows  that  the  sum  received  from  this  tax  in 
1907  amounted  to  $56,744.03.  The  recommendation  of  the 
commission  of  1907  that  the  rate  be  increased  was  enacted  into 
law,  and  the  rate  was  doubled,  so  that  it  is  now  one-fiftieth  of  i 
per  cent.     However,  the  recommendation  that  the  maximum  tax  | 

be  raised  from  $2,000  to  $5,000  was  not  adopted.  The  committee 
estimated  that  the  increase  in  revenue  from  this  higher  rate  would  ! 

approximate  $75,000  a  year.  ; 

The  basis  of  this  tax,  namely,  the  par  value  of  the  entire  capital 
stock  of  the  foreign  company,  irrespective  of  the  proportion  of 
such  stock  employed  within  the  State,  has  been  questioned  as 
being  unfair.  It  was  questioned  by  certain  express  companies  as 
being,  when  applied  to  them,  a  tax  upon  interstate  commerce. 
As  it  is  called  an  **  excise  tax,*'  it  might  be  claimed lo  be  a  charge 
upon  engaging  in  business  within  the  State,  and  thus  unconsti- 
tutional in  so  far  as  it  applies  to  interstate  commerce.  •=  This 
objection  would  not  lie,  however,  in  the  case  of  foreign  corpora- 
tions not  engaged  in  interstate  commerce. 

As  already  seen,  certain  foreign  public-service  companies  are 
now  taxed  on  corporate  excess.  There  would  seem  to  be  no 
legal  objection  to  extending  the  tax  on  corporate  excess  to  foreign  v 

corporations  generally,  so  long  as  it  is  confined  to  a  proportion 


a  The  tendency  now  is  toward  domestic  charters.  For  year  ended  November 
30,  1908,  there  w?re  issued  1,254  Massachusetts  charters,  while  271  foreign  charters 
were  filed  in  Massachusetts. 

b  On  p.  98,  supra. 

^  See  Crutcher  v.  Ky.,  141  U.  S.,  47  (1891),  and  cases  there  cited. 
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based  on  a  comparison  of  the  business  done  within  the  State 
with  the  whole  business  of  the  corporation.  Such  action  would 
be  an  extension  of  the  present  Massachusetts  system. 

As  stated  ah-eady,  the  shares  of  stock  of  foreign  companies 
are  taxable  in  the  hands  of  the  owners  as  personal  property. 
The  report  of  the  committee  on  taxation,  1894,**  upheld  this  tax, 
but  it  appears  that  a  strong  argument  was  made  against  it.  The 
point  was  made  that  if  the  State  creating  the  corporation  taxed 
the  shares  of  stock,  and  the  shares  were  again  taxed  in  the  hands 
of  the  holders  by  the  States  where  the  holders  resided,  this  was 
double  taxation,  and  that  as  the  laws  of  Massachusetts  attempted 
to  reach  the  capital  stock  of  its  own  corporations  through  the 
tax  upon  corporate  excess  it  was  a  questionable  policy  for  Mas- 
sachusetts to  levy  this  tax  upon  the  shares  of  foreign  corpora- 
tions. In  opposition  to  this  view,  the  committee  of  1894  held 
that  double  taxation  is  taxation  of  the  same  thing  twice  in  the 
same  hands,  and  that  the  company,  being  an  artificial  person, 
may  be  assumed  to  pay  a  tax.  The  report  of  this  committee 
was  followed  by  a  minority  report  favoring  exemption  of  shares 
in  the  hands  of  the  holder. 

The  commission  of  1897  reported  in  favor  of  this  exemption,'' 
saying: 

i«*  :fe  3|c  'j^g  Commonwealth  has  adopted,  maintained,  and  carefully 
elaborated  its  own  corporation  tax,  surely  on  the  ground  that  it  believes 
this  to  be  the  best  method  of  taxing  the  owners  of  corporate  property, 
and  would,  therefore,  commend  this  method  for  adoption  by  other 
States.  Yet,  if  all  States  followed  the  Massachusetts  method  in  taxing 
corporations  and  securities,  it  is  evident  that  throughout  the  country 
all  shares  owned  by  persons  living  outside  the  State  where  the  corpora- 
tion was  chartered  would  be  doubly  taxed;  taxed  first  to  the  corpora- 
tion in  the  State  where  organized,  taxed  second  to  every  owner  who 
lived  outside  that  State.  The  Commotiwealth,  by  its  own  corporation 
tax,  has  estopf)ed  itself  from  denying  that  its  system  of  taxing  shares 
involves  double  taxation. 

"But  the  question  is  not  one  merely  of  consistency.  It  is  a  large  and 
difficult  question  of  public  policy  and  public  expediency.  It  arises 
not  only  as  to  shares,  but  as  to  bonds,  as  to  loans  on  the  pledges  of 
property  outside  the  State,  as  to  securities  of  various  sorts.  In  our 
great  federal  union,  with  a  government  partly  national,  partly  state, 
we  find  vast  masses  of  property  owned  wholly  or  in  part,  directly  or 
indirectly,  by  f)ersons  living  outside  the  State  where  the  property  is 
situated.  In  justice  to  individuals,  in  comity  toward  sister  States,  in 
the  practical  administration  of  the  tax  system,  what  should  be  our 
general  position  as  to  such  property?" 

o  At  p.  26.  ^  At  p.  79  of  its  rej)()rt. 
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From  the  foregoing  it  is  seen  that  there  is  a  striking  contrast 
between  the  Massachusetts  system  of  taxmg  domestic  corpora- 
tions and  the  Massachusetts  system  of  taxing  foreign  corpora- 
tions; and  it  is  also  important  to  note  that,  while  there  is  general 
satisfaction  with  the  State's  policy  concerning  domestic  cor- 
porations, there  is  considerable  difference  of  opinion  as  to  the 
State's  policy  toward  foreign  corporations. 

Oijiiitted  Classes. 

Certam  transportation  corporations  connected  with  railways, 
such  as  sleeping-car,  dining-car,  parlor-car,  and  special-service 
freight-car  companies  are  not  subjected  to  the  same  relative 
degree  of  taxation  in  Massachusetts  as  are  other  corporations. 
(Until  recently  express  companies  were  also  omitted,  but  they 
were  specially  provided  for  in  1907.)  As  companies  engaged  in 
those  occupations  in  Massachusetts  are  foreign  corporations,  the 
only  tax  to  which  they  are  now  subject,  beyond  the  tax  upon 
such  property  as  is  reached  by  the  local  assessors,  is  the  excise 
tax  of  one-fiftieth  of  i  per  cent  upon  the  par  value  of  stock. 
Those  corporations  having  little  property  which  is  subject  to  local 
taxation,  and  the  excise  tax  being  fixed  at  a  maximum  of  $2,000, 
it  is  readily  seen  that  corporations  of  this  character  are  not  as 
heavily  taxed  as  similar  public-service  companies.  The  only 
tax  paid  by  the  Pullman  Palace  Car  Company  for  its  entire  busi- 
ness in  the  State  of  Massachusetts  is  $2,000,  the  maximum 
excise  tax. 

Inequalities  of  the  System. 

The  tax  on  corporate  excess  in  Massachusetts,  in  its  present 
development,  discovers  marked  variations  in  the  percentage  of 
the  total  taxes  paid  by  corporations  of  different  calling?  upon 
corporate  excess  compared  with  that  paid  upon  property.  This 
variation  is  most  marked  when  business  corporations  are  com- 
pared with  public-service  corporations.  With  regard  to  the 
former,  the  business  corporation  law  of  1903  was  a  distinct  effort, 
apart  from  any  attempt  to  raise  revenue,  to  encourage  domestic 
incorporating  among  manufacturers  and  traders  by  fixing  a 
maximum  and  minimum  limitation  upon  the  assessment  of  their 
corporate  excess.  This  limitation,  together  with  the  privilege 
allowed  these  corporations  of  offsetting  their  merchandise  and 
other  tangible  personal  property  by  debts,  relieves  them  to  such 
an  extent  that  the  bulk  of  the  revenue  paid  by  corporations  of 
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this  class  is  paid  upon  their  tangible  property.  In  other  words, 
the  tax  on  corporate  excess  is  largely  wiped  out  for  this  class  of 
corporations  by  this  maximum  limitation.  In  the  case  of  public- 
service  corporations,  however,  where  the  motive  of  taxation  is 
confined  to  revenue,  and  where  there  is  no  maximum  and  mini- 
mum assessment,  the  tax  on  corporate  excess  constitutes  a  very 
important  supplement  to  the  property  tax.  The  same  may  be 
said  concerning  financial  corporations. 

Comparison  between  the  tax  paid  by  two  similar  business 
corporations,  one  a  foreign  and  the  other  a  domestic  corporation, 
develops  great  inequalities,  sometimes  in  favor  of  the  foreign 
and  sometimes  in  favor  of  the  domestic  company.  Since  the 
limitation  has  been  placed  upon  the  assessment  of  corporate 
excess  of  business  companies,  a  foreign  company  which  is  taxed 
upon  its  merchandise  would  pay  considerably  more  taxes  than 
a  domestic  company  similarly  situated.  .This  inequality  would 
varj^  to  a  considerable  degree  in  proportion  as  did  the  value  of 
corporate  excess  of  the  domestic  and  the  merchandise  of  the 
foreign  corporation.* 

Bibliography. 
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Report  of  the  Joint  Special  Committee  on  Taxation,  January,  1894. 
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Massachusetts  Business  Corporation  Law,  Grosvenor  Calkins,  Quar- 
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o  For  a  discussion  of  the  inequalities  of  the  Massachusetts  system  of  corporate 
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1908,  p.  10. 


RHODE  ISLAND. 

I.  GENERAL  VIEW. 
Chief  Features. 

The  chief  features  of  corporate  taxation  in  Rhode  Island  are 
four : 

First.  The  wide  appUcation  of  the  local  general  property  tax  to 
corporations,  including  even  steam  railroads. 

Second.  The  state  taxation  of  street  railways  on  gross  earnings, 
and  of  express,  telegraph,  and  telephone  companies  on  gross 
receipts. 

Third.  The  exemption  of  all  corporations  from  taxation  of 
intangible  personalty. 

Fourth.  The  deduction  of  indebtedness  from  the  tangible 
personalty  of  domestic  corporations  only. 

General  Property  Tax. 

This  is  assessed  locally  on  the  real  and  personal  property  of  the 
domestic  and  foreign  corporations,  except  (a)  the  intangible  per- 
sonalty of  all  corporations,  and  (6)  the  whole  personal  property  of 
all  telegraph,  telephone,  and  express  companies. 

Telegraphy  Telephone,  Express,  and  Certain  Street-Railway  Com- 
panies. 

Telegraph,  telephone,  and  express  companies  are  taxed  by  the 
towns  on  their  real  estate,  and  by  the  State,  for  state  purposes,  on 
their  gross  receipts.  Practically  all  the  street  railways  in  the 
State  are  taxed  by  the  State,  for  state  purposes,  on  their  gross 
earnings,  and  by  the  towns  on  their  real  and  personal  property. 

Stockholders  and  Bondholders. 

A  ctockholder  is,  theoretically,  taxable  locally  for  the  difference 
between  the  market  value  of  each  share  held  by  him  in  a  domestic 
or  forf  ign  corporation,  and  the  proportionate  amount  per  share  at 
which  the  corporation  was  last  assessed  on  its  property.  Few,  if 
any,  stockholders  are  taxed,  however,  because  the  corporations 
almost  invariably  fail  to  furnish  the  names  of  the  stockholders 
and  the  information  necessary  to  estimate  the  proportionate  share 
value. 

Bonds  of  all  corporations  are  taxable  to  the  holders. 

no 
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Foreign  Corporations. 

The  property  in  the  State  of  foreign  corporations  is  taxed  like 
that  of  domestic  corporations,  except  that  deductions  for  debts 
are  not  allowed  to  foreign  corporations.  Hence  there  is  an  incen- 
tive for  corporations  doing  business  in  Rhode  Island  to  take  out 
charters  there. 

Administration. 

The  principal  state  tax  officer  is  the  General  Treasurer  of  the 
State,  elected  every  year,  whose  office  is  in  Providence.** 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  THE 

STATUTES. 

Constitution. 

The  only  provision  of  the  constitution  applicable  to  taxation  is 
in  the  words  that  **the  burdens  of  the  State  ought  to  be  fairly 
distributed  among  its  citizens."  ^ 

Statutes.*^ 

General  Property  Tax — Local  Taxation. 

This  is  collected  locally  on  the  real  estate  and  tangible  personal 
property  in  the  State  of  domestic  and  foreign  corporations,  except 


<»  Sources  of  revenue  from  taxation,  etc.,  in  Rhode  Island: 

Towns. — (a)  General  property  tax;  (6)  percentage  of  gross  earnings  of  certain 
public-service  corporations  (called  "franchises");  (c)  licenses;  (d)  poll  taxes; 
{e)  fines;  (/)  school  tax. 

County. — Court  fines. 

State. — (a)  State  general  prop)erty  tax  collected  by  towns;  (6)  special  taxation  of 
certain  corporations;  (c)  licenses;  (d)  charter  fees;  {e)  fines. 

^  Article  I,  sec.  2. 

cBy  "Rev.  1896"  is  meant  "General  Laws,  Revision  of  1896." 

The  statutes  since  then  have  been  consulted.  On  April  6,  1909,  the  General 
Treasurer  wrote  that  there  were  several  bills  on  taxation  l^efore  the  legislature.  One 
of  these  (S.  126)  would  make  quite  a  change  in  the  taxation  of  corporations.  On 
April  9,  1909,  the  treasurer  wrote  that  opposition  had  developed,  delaying  and  pos- 
sibly defeating  this  bill.  On  April  15,  1909,  one  of  the  board  of  assessors  of  Provi- 
dence, R.  I.,  stated  that  up  to  and  including  April  15,  1909,  no  legislation  on  taxa- 
tion had  been  passed. 

The  most  important  Rhode  Island  decisions  as  to  corporate  taxation  relate  to  the 
construction  of  statutes,  and  are:  Dunnell  Manufacturing  Co.  r.  Newell,  15  R.  I.,  233 
(1886);  Rumford  Chemical  Works  v.  Ray,  19  R.  I.,  302  (1895);  Newport  Illuminating 
Co.  V.  Assessors,  19  R.  I.,  632  (1895) ;  Petition  of  Newport  Reading  Room,  21  R.  I.,  440 
(1899).  The  statutes  were  very  peculiar  and  have  now  been  superseded  by  Public 
Laws.  January  Session,  1905,  chap.  1246.  The  decisions  construing  the  old  laws 
have  probably  ceased  to  be  applicable  in  Rhode  Island  or  elsewhere.  See  "His- 
torical," in  "Comments,"  p.  125,  infra. 
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that  telegraph,  telephone,  and  express  companies  (being  specially 
taxed  by  the  State)"  pay  no  tax  on  the  personal  property  used  in 
their  business.  ^ 

There  is  a  state  property  tax  of  i8  cents  on  each  $ioo  based  on 
the  local  valuation  of  the  several  towns  and  cities.  Previous  to 
1906,  the  valuation  was  fixed  by  the  general  assembly.^ 

The  real  property  in  the  State  of  all  corporations,  without 
exception,  is  taxed  where  situated,  like  that  of  individuals.  ** 

Personal  Property. 

The  tangible  personal  property  in  the  State  of  all  corporations 
is  subject  to  the  local"  general  property  tax  except  the  personal 
property  used  in  the  business  of  telegraph,  telephone,  and  express 
companies.' 

The  tangible  personal  property  of  a  manufacturing  and  mercan- 
tile corporation  is  taxed  where  the  property  is  situated  on  the  date 
of  assessment.'' 

<»See  pp.  117  et  seq.,  infra. 

ft  Street  railways  are  the  only  other  class  of  the  corporations  under  discussion 
taxed  by  the  State,  but  these  are  not  exempt  from  the  local  property  tax  on  per- 
sonal property. 

See  "Local  assessment  of  steam  and  street  railways,"  in  "Comments,"  p.  122, 
infra. 

c  Rev.  1896,  chap.  29,  sec.  i;  Laws,  Jan.  1905,  chap.  1246,  sec.  i,  last  paragraph. 

The  Providence  assessors  claim  that  the  tendency  is  for  the  small  towns  to  keep 
down  the  valuation  so  as  to  pay  as  little  as  possible  to  the  State  and  so  as  to  make 
the  cities  pay  the  larger  share;  and  that  Providence  pays  about  half  the  total  state 
general  property  tax. 

d  Laws,  Jan.  1905,  chap.  1246,  sec.  2. 

The  Providence  local  assessors  say  that  they  assess  the  land  separately  from  the 
improvements;  that  by  this  method  the  acreage  is  preserved  and  taxation  of  all 
lands  made  certain;  and  that  a  building  is  not  assessed  according  to  its  rental  value, 
but  according  to  its  fair  cash  value. 

"The  main  wheels,  steam  engines,  dynamos,  boilers  and  shafts,  whether  upright 
or  horizontal,  drums,  pulleys  and  wheels  attached  to  any  real  estate  for  oj)erating 
machinery,  and  all  steam  pipes,  gas  pipes,  water  pipes,  ammonia  pipes,  air  pipes,  gas 
fixtures,  electric  fixtures,  and  water  fixtures  attached  to,  and  all  kettles  set  and  used 
in,  any  manufacturing  establishment,  are  declared  to  be  real  estate  when  owned  by 
the  owners  of  the  real  estate  to  which  they  are  attached."     (Ibid.,  sec.  3.) 

Sec  under  "Comments,"  heading  "  Local  assessment  of  steam  and  street  railroads," 
p.  122,  infra. 

«Rev.  1896,  chap.  29,  sees.  12,  13;  Laws,  Jan.  1905,  chap.  1246,  sec.  2. 

Registered  owners  of  vessels  three-fourths  of  whose  earnings  were  received  in  for- 
eign trade  may  pay  a  tax  of  1  per  cent  on  their  net  earnings  in  place  of  all  other 
taxes.     Rev.  1896,  chap.  46,  sec.  13. 

/Laws,  Jan.  1905,  chap.  1246,  sec.  4,  subdivs.  first  and  sixth. 

The  towns  fix  the  date  of  assessment  each  year,  and  the  assessment  dates  all  over 
the  State  differ  materially.  A  corporation  can  therefore  by  moving  tangible  person- 
alty from  one  State  to  another,  and  even  from  town  to  town,  escape  taxation  on  such 
personalty. 


RHODE   ISIvAND.  II5 

Bondholders. 

Resident  holders  of  bonds  of  all  corporations,  foreign  and 
domestic,  resident  or  nonresident,  are  taxable  locally. 

Exemptions. 

A  town  or  city  may  vote  to  exempt  from  taxation  for  a  period 
not  exceeding  ten  years  such  manufacturing  property  as  may  be 
located  in  it  in  consequence  of  such  exemption,  and  also  the  land 
on  which  such  property  is  located.^  This  exemption  has  been 
held  as  not  contrary  to  the  constitutional  provision  that  '*the 
burdens  of  the  State  ought  to  be  fairly  distributed  among  its 
citizens."'' 

Steam  Railroads. 

There  is  no  statutory  provision  for  the  special  taxation  of  steam 
railroads  either  by  the  State  or  otherwise.  They  are  taxable  only 
with  the  local  general  property  tax  on  their  real  estate  and  per- 
sonal property,  and  practically  they  pay  only  on  their  real  estate.*' 

Street  Railway  Companies.^ 

Street-railway  companies  accepting  the  provisions  of  the  act® 
pay  a  minimum  tax  to  the  State,  for  state  purposes,  of  i  per  cent 
on  their  gross  earnings,  proportioned  to  trackage  in  the  State;  and 
whenever  the  annual  dividend  is  over  8  per  cent  an  additional  tax 
rate  equal  to  such  a  fraction  of  the  excess  dividend  as  the  gross 
earnings  in  the  State  are  a  fraction  of  the  whole  yearly  gross 


a  Rev.  1896,  chap.  44,  sec.  4.  One  of  the  board  of  assessors  of  Providence  claims 
that  Rev.  1896,  sec.  3,  chap.  36,  gives  the  towns  authority  to  omit  altogether  the  tax- 
ation of  either  real  estate  or  personal  property  (but  not  both),  the  language  of  the 
section  being  **  the  towns  may  raise  by  a  tax  on  real  or  personal  estate,  or  on  both,  such 
sums  of  money,"  etc.;  and  that  such  authority  gives  the  towns  a  chance  to  offer 
inducements  to  manufacturing  concerns  to  locate  with  them. 

The  report  of  the  joint  special  committee  on  taxation  made  to  the  general  assembly 
at  its  January  session,  1896,  recommended,  among  other  things,  a  considerable  cur- 
tailment of  exemptions. 

^Crafts  v.  Ray,  22  R.  I.,  179  (1900). 

cSec  "Corporate  excess"  and  *'  Local  assessment  of  steam  and  street  railways,"  in 
"Comments,"  p.  122,  infra. 

''See  under  "Comments,"  heading  "Street  railways,"  p.  123,  infra. 

«  Laws,  1898-99,  chap.  580. 

Every  street-railway  company  of  importance  in  the  State  has  accepted  the  provisions, 
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earnings.  This  is  in  addition  to  all  special  municipal  taxes  and 
local  taxes  on  real  estate  and  personal  property.  The  com- 
panies accepting  the  act  get  a  contract,  under  seal,  with  the  State, 
by  which  they  have  the  right  to  increase  their  capital  stock  from 
time  to  time,  and  their  location  and  right  of  way  in  a  city  or  town 
can  be  revoked  or  changed  only  on  the  approval  of  the  railroad 
commissioner,  with  the  right  of  appeal  to  the  court  from  his 
decision.  Companies  existing  at  the  time  the  act  was  passed  had 
to  accept  the  provisions  thereof  on  or  before  October  i ,  1898.  This 
date  was  afterwards  extended  to  October  16,  1899." 

Street  railways  and  steam  railroads  also  pay  the  annual  ex- 
penses, including  salary,  of  the  railroad  commissioner,  which 
expenses  shall  not  exceed  $4,000  annually.  Such  expenses  are 
assessed  on  each  of  such  corporations,  one-half  in  proportion  to 
its  gross  receipts  in  the  State  and  one-half  in  proportion  to  the 
length  of  its  main  road  and  branches  in  the  State.'' 

A  street-railway  company,  accepting  the  provisions  of  the  1898 
act  above  described,  must  file  with  the  general  treasurer,  at  the 
time  of  the  payment  of  the  state  tax,  a  certificate  showing  (a)  the 
gross  earnings  of  the  company;  (6)  the  amoimt  of  any  dividend 
paid  by  it  during  the  preceding  year;  and  (c)  the  manner  in  which 
the  tax  is  computed.*^ 

The  company  operating  the  street-railway  system  of  Providence, 
R.  I. ,  and  in  other  parts  of  the  State — ^The  Rhode  Island  Company — 
was  chartered  by  a  special  act  passed  April  3,  1902.''  This  char- 
ter changes  for  the  company  the  provisions  in  the  1898  act, 
above  described,  as.  to  rate,  form  of  certificate  of  information,  and 
procedure  relating  to  increase  of  capital  stock. 

The  charter  provides,  like  the  1898  act,  that  The  Rhode  Island 
Company  shall  pay  a  tax  to  the  State  on  gross  earnings.  The 
rate  starts  at  i  per  cent  and  increases  one-fourth  of  i  per  cent 
annually  imtil,  on  October  i ,  1905,  it  reaches  2  per  cent,  such  2  per 
cent  being  the  rate  after  October  i,  1905. 

At  the  time  of  paying  the  annual  state  tax  the  company  must 
file  with  the  general  treasurer  a  certificate  "setting  forth  the  gross 
earnings  of  the  company  upon  which  such  tax  is  to  be  paid  for  the 
year  ending  the  30th  of  June  next  preceding  the  date  of  such 
payment." 

a  Laws,  1898-99,  chap.  710. 

&  Laws,  1 900- 1 90 1,  chap.  754. 

cJbid.,  chap.  918. 

<*  Rhode  Island  Acts  and  Resolves,  January  and  December,  1902,  p.  141. 
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The  street  railways  in  Providence  also  pay  to  the  city  for  the 
use  of  the  pubUc  streets,  etc.,  5  per  cent  of  the  gross  earnings  in 
Providence.** 

Street  railways  pay  also  the  local  general  property  tax  ^  on  their 
real  and  tangible  personal  property.  * 

Telegraphy  Telephone,  and  Express  Companies. 

Telegraph,  telephone,  and  express  companies,  domestic  and 
foreign,  pay  annually  to  the  State  for  state  purposes  i  per  cent  of 
their  gross  receipts  from  business  done  within  the  State.  This 
takes  the  place  of  all  other  taxes  upon  the  lines  and  personal 
property  used  exclusively  in  the  telephone  and  telegraph  business, 
and  upon  the  personal  property  used  exclusively  in  the  express 
business.  <* 

The  Providence  Telephone  Company  also  pays  to  the  city  of 
Providence  3  per  cent  of  its  gross  earnings  in  Providence.* 


o  Charter  and  Special  Laws,  City  of  Providence,  1901;  1908  Report  of  Providence 
City  Auditor,  p.  52. 

\^Tiile  the  items  in  the  auditor's  report  are  given  as  gross  earnings  of  the  Union 
Railroad  Company  and  of  the  Providence  Cable  Tramway  Company,  all  the  taxing 
oflfidals  in  Providence  stated,  in  January,  1909,  that  the  entire  street-railroad  system 
in  the  city  was  controlled  by  The  Rhode  Island  Company. 

Other  public-service  corporations  liable  to  payment  of  tax  on  gross  earnings  to 
Providence  city  (as  per  said  Charter  and  Special  Laws,  1901,  and  1908  Providence 
City  Auditor's  Report)  are  the  Narragansett  Electric  Lighting  Company  (5  per  cent), 
the  Providence  Gas  Company  (3  per  cent),  and  the  Providence  Telephone  Company 
(3  per  cent). 

"Special  franchise  taxes  may  be  imposed  by  the  cities  and  towns  upon  any  of  the 
quasi-public  corporations  in  return  for  an  exclusive  franchise.  These  taxes  are 
imposed  under  a  law  passed  in  189 1,  and  contracts  have  been  entered  into  by  many  of 
the  cities  and  towns  in  which  electric-light,  gas,  and  street-railway  companies  are 
located.  The  rate  of  taxation  varies  from  i  >^  to  5  per  cent  upon  the  gross  earnings  of 
such  companies."  (State  of  Rhode  Island  and  Providence  Plantations  at  the  End  of 
the  Century:  A  History;  edited  by  Edward  Field,  1902;  Vol.  Ill,  p.  252.) 

&  The  whole  tax  paid  by  The  Rhode  Island  Company,  then,  would  be  made  up  of  the 
following  items:  Local  property  tax  on  real  and  personal  property,  local  gross-earn- 
ings tax  at  5  per  cent,  state  gross-earnings  tax  at  2  per  cent,  excess  rate  of  gross- 
earnings  tax  to  State  as  per  any  excess  over  8  per  cent  dividend,  and  a  small  con- 
tribution toward  the  expenses  of  the  railroad  commissioner. 

c  The  tracks  and  wires  of  a  street  railway  are  considered  real  estate,  and  the  tangible 
personal  property  consists  mainly  of  such  cars  as  are  stored  in  car  barns  within  the 
limits  of  the  cities  or  towns. 

^'Rev.  1896,  chap.  29,  sees.  12,  13. 

«  Charter  and  Special  Laws,  City  of  Providence,  1901;  1908  Report  of  Providence 
City  Auditor,  p.  52.  Other  public-service  corporations  paying  a  gross-earnings  tax  to 
the  city  of  Providence  are  the  Providence  street-railway  system,  the  Narragansett 
Electric  Lighting  Company,  and  the  Providence  Gas  Company.     (Ibid.) 

All  towns  and  cities  may  tax,  for  use  of  streets  and  highways,  telephone  and  street 
railway  companies,  and  companies  formed  for  the  distribution  of  water,  gas,  and 
electricity.     (Rev.  1896,  chap.  77.) 
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Foreign  Corporations. 

The  real  estate  and  tangible  personal  property  of  foreign  cor- 
porations are  taxed  where  situated,  except  the  lines  and  personal 
estate  used  in  the  business  of  telegraph  and  telephone  companies, 
and  except  personal  estate  used  in  the  express  business."  There 
is  no  other  tax  on  foreign  corporations  except  the  special  one, 
above  mentioned,  on  telegraph,  telephone,  express,  and  street- 
railroad  companies  doing  business  in  the  State.  These  are  taxed 
like  similar  domestic  companies.  A  foreign  corporation  is  really 
taxed  in  the  same  manner  as  domestic  corporations,  except  that 
no  deductions  for  debts  are  allowed  a  foreign  corporation.^ 
Resident  stockholders  are  taxable  for  shares  in  a  foreign  corpora- 
tion,*' and  such  taxation  is  not  barred  by  the  assessment  of  a 
franchise  tax  for  the  privilege  of  existence  in  the  State  where  the 
foreign  corporation  is  located.  ** 

m.  FINANCIAL  RESULTS. 

Total  State  Receipts  Classified  as  to  Revenue  prom  Corporations,  Other 
Special  Taxes  and  Receipts,  and  General  Property  Tax,  and  Showing 
Portion  Distributed  to  Cities  and  Towns,  Year  ended  December  31,  1908. « 

Total  state  receipts,  all  sources $2,  283, 046.  59 


Special  taxes  on  corporations: 

Institutions  for  savings / $447>  33 1  •  99 

State  insurance  companies  g 130,  301 .  23 

Foreign  insurance  companies  * 144,  266.  14 

Street-railway  companies  * 87,  101 .  67 

Salary  and  expenses  of  railroad  commissioners;  _  _  4, 000.  00 

Telephone  companies  * .  _ .   _  _ , 10,  761 .  63 

Telegraph  companies  * .     ... 75 1 .  30 

Express  companies  * ..    .    606.  7 1 

Corporation  charter  fees.   __.    _..___.    ._  31, 649. 40 

Total  state  receipts  from  corporations __         856,  770.  07 


<»Laws,  1905,  chap.  1246,  sec.  2,  and  sec.  4,  sulxiiv.  sixth. 

^  Ibid.,  subdiv.  tenth. 

See  "Deduction  of  debts  from  tangible  property,"  in  "Comments,"  p.  121,  infra. 

c  Ibid.,  subdiv.  eighth.  A  holder  of  stock  in  a  foreign  corporation  can  escape  taxation 
thereon  by  claiming  that  his  stock  is  taxed  in  the  foreign  State. 

<*  Rhode  Island  Hospital  Trust  Co.  v.  Tax  Assessors,  25  R.  I.,  355  (1903). 

«  State  Treasurer's  Report,  1908. 

/  Forty  cents  on  each  $100  of  deposits  and  on  each  $100  of  reserve  profits. 

^Two  per  cent  of  gross  premiums  and  assessments.  (Except  those  collected  in 
other  States  in  which  the  company  is  liable  for  a  tax.) 

fc  Two  per  cent  of  gross  premiums  and  assessments  collected  in  State. 

i  Based  on  annual  gross  earnings. 

i  Paid  by  steam  and  street  railroads. 

^  Based  on  gross  receipts  from  business  in  the  State. 
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Other  special  taxes  and  receipts: 

Town  councils  (liquor  licenses,  etc.) $i37>855*49 

Commissioners  of  shell  fisheries 92,867.65 

Automobile  and  motor-cycle  licenses,  etc 32, 030. 50 

Sundry  licenses,  income    from  state  institutions, 

etc 100,  677. 76 

Fees,  fines,  costs,  etc.,  from  jailers    and  supreme 

and  district  courts 56,012. 19 

School-fund  dividend 9i437-  18 

Proceeds  of  notes 100,000.00 

Interest  on  deposits  and  loan  accounts 10, 538.  15 

Total    special    taxes    and    receipts    not    from 

corporations 539, 418.92 

Less  school-fund  dividend  distributed  to  towns 9, 437 .  1 8 

$529,981-74 


Total  special  taxes  and  receipts  for  state  purposes i,  386,  751.81 

State's  share  of  general  property  tax o_ $886,  857.  60 

Less  distribution  to  towns  for  public  schools,  etc.  6 1 19, 918.  62 

766, 938. 98 

Total  state  revenue  for  state  purposes _-  2,  153,  690.  79 

Total  state  receipts  distributed  to  cities  and  towns 1 29,  355.  80 

Total  state  receipts,  all  sources 2,  283,  046.  59 


Per  cent  of  total  state  receipts  derived  from  corporations. 37-53 

Per  cent  of  state  revenue  for  state  purposes  derived  from  corpora- 
tions   39-78 

Per  cent  of  state  revenue  for  state  purposes  derived  from  all  special 

taxes  and  receipts 64.  39 

It  will  be  seen  that  the  state  taxes  from  financial  corporations 
are  seven  times  as  large  as  the  state  taxes  from  street-railway, 
telegraph,  telephone,  and  express  companies. 

Rhode  Island  presents  a  peculiar  feature  not  found  in  other 
States.  It  is  a  small  State,  containing  a  large  city  (Providence) ; 
the  result  is  that  approximately  half  of  the  state  revenues  under 
the  general  property  tax  come  from  one  city.  The  property  tax 
collected  in  Providence  was,  in  the  year  ended  June  30,  1908, 
$3,837,848.85.  Again,  the  taxes  paid  by  corporations  specially  to 
the  city  of  Providence,  in  certain  cases,  amount  to  more  than  they 
pay  to  the  State.     The  items  are: 

Street  railway  system  of  Providence  (5  per  cent  of  gross  earnings) $84, 605. 09 

Narragansett  Electric  Lighting  Company  (5  per  cent  of  gross  earnings).  42,  774.  37 

Providence  Gas  Company  (3  per  cent  of  gross  earnings) 28,  64 1.  16 

Providence  Telephone  Company  (3  per  cent  of  gross  earnings) 18,  784.  76 

Total 1 74,  805 .  38 


o  $415,039.38,  or  nearly  one-half  of  the  total  amount,  was  paid  by  Providence. 

6  Of  the  total  amount,  $129,355.80,  distributed  to  the  towns  for  public  schools, 
evening  schools,  and  school  apparatus,  only  $9,437  18  came  from  dividends  on  the 
school  fund,  the  remainder  being  appropriated  out  of  the  general  treasury.  Part  of 
it,  therefore,  came  from  corporation  taxes. 
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It  will  be  noticed  that  where  there  is  any  special  taxation  of 
corporations,  both  by  the  State  and  by  Providence  city,  it  is  based 
on  gross  earnings  or  gross  receipts,  except  the  taxation  of  institu- 
tions for  savings,  where  the  basis  is  deposits. 

IV.  COMMENTS. 
Inadequate  Revenue. 

In  his  report  for  the  calendar  year  1908  the  general  treasurer 
says: 

Heretofore  a  depleted  treasury  has  been  replenished  by  an  increase  in 
the  rate  of  the  state  tax  or  by  a  revaluation  of  real  and  personal  property 
by  a  state  board.  The  former  has  now  reached  a  figure  that  towns  and 
cities  regard  as  the  limit  they  should  be  called  upon  to  pay,  and  a  state  j 

board  of  valuation  is  open  to  many  objections. 

afe  3|c  3|c  3|c  :1c  :(:  :|c 

Rhode  Island  is  reputed  to  be  one  of  our  wealthiest  States.  As  three- 
fourths  of  the  state  tax  is  levied  and  collected  upon  real  estate,  it  follows 
that  a  large  proportion  of  its  personal  wealth  remains  untaxed.  This 
class  of  property  will,  no  doubt,  continue  to  escape  its  share  of  the  public 
burden  until  some  plan  is  devised  to  make  it  more  apparent  and  tangible 
for  assessment  and  taxation. 

I  can  not  emphasize  too  strongly  the  necessity  for  more  revenue.  It 
is  futile  to  contend  that  the  State  can  get  along  by  practicing  rigid  econ- 
omy or  reducing  appropriations  to  a  minimum,  for  as  the  State  grows, 
expenses  increase  and  improvements,  which  must  be  made,  necessarily 
add  to  the  demands  upon  its  resources. 

If  in  the  opinion  of  the  general  assembly  it  is  unwise  or  unadvisable  at 
this  time  to  raise  the  tax  rate  or  the  valuation  of  real  property,  the  most 
pressing  and  important  matter  for  its  consideration  is  to  find  new  sources 
by  which  receipts  may  be  increased  without  imposing  undue  burdens 
upon  the  people.** 

Upon  this  same  subject  the  governor  of  Rhode  Island  recently 
said: 

The  increase  in  municipal  and  state  indebtedness  *  *  *  renders 
the  question  of  a  proper  system  of  taxation  a  more  serious  one  each  year. 
There  are,  to  my  mind,  few  problems  of  greater  importance  to  this  State 
than  this  subject  of  taxation.  Many  influential  and  thoughtful  citizens 
are  firm  advocates  of  a  change  in  method,  and  the  question  arises  whether 
some  departure  from  the  present  system  is  not  expedient  and  practicable.  * 

Other  New  England  States  are  now  deriving  considerable  reve- 
nue from  the  special  taxation  of  corporations.  Another  source  of 
revenue  not  made  use  of  in  Rhode  Island  is  the  almost  universal 
inheritance  or  succession  tax.  Rhode  Island  is  the  only  State  in 
New  England,  and  indeed  one  of  only  nine  States  in  the  Union, 


♦»  Report  of  General  Treasurer,  1908,  pp.  lo-ii. 

^  Extract  from  message  of  Governor  A.  J.  Pothier  to  the  general  assembly  at  its 
January  session,  1909. 
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without  such  a  tax.  In  1896  a  taxation  committee  report  to  the 
general  assembly  recommended  a  collateral  inheritance  tax.* 
Rhode  Island  also  has  no  special  state  tax  on  steam  raikoads. 

Deduction  of  Debts  from  Tangible  Personalty. 

In  Rhode  Island  actual  indebtedness  is  deducted  from  the  value 
of  the  tangible  personal  property  of  residents  only.  No  doubt 
much  revenue  is  missed  by  Rhode  Island  through  this  practice  of 
allowing  deductions  for  indebtedness.  Since  a  foreign  corporation 
is  deemed  in  Rhode  Island  to  be  a  nonresident,  deductions  for 
debts  are  not  allowed  to  it. 

There  is,  therefore,  a  strong  incentive  for  incorporating  in  Rhode 
Island,  and  most  of  the  large  corporations  doing  business  in  Rhode 
Island  have  done  so. 

There  is  also  a  chance  for  escaping  taxation  on  tangible  per- 
sonalty on  the  part  of  a  domestic  corporation  by  temporarily 
issuing  bonds,  and  by  setting  these  bonds  off  against  tangible 
p)ersdnal  property  on  the  date  of  assessment,  and  by  calling  in 
the  bonds  after  they  have  served  their  purpose  of  deduction. 

Vermont  also  allows  the  deduction  of  debts  from  the  tangible 
personalty  of  a  corporation,  but  the  practice  is  disapproved  by 
the  Vermont  Tax  Commission  in  its  report  for  1908.*^ 

"  Corporate  Excess.'' 

It  has  been  shown  that  the  State  of  Rhode  Island  secures  very 
little  revenue  from  corporations  generally,  save  indirectly  through 
the  local  property  tax;  and  it  is  obvious  that  a  system  of  corporate 
taxation  which  stops  there  is  inadequate.  The  value  of  capital  stock 
over  and  above  the  corf>oration's  taxed  real  estate  and  personal 
property  (corporate  excess)  is  not  taxed  to  the  corporation  itself; 
and,  while  it  is  supposed  to  be  collected  locally  from  the  stock- 
holders, few,  if  any,  stockholders  are  really  taxed  on  their  shares. 
There  are,  on  the  blank  returns  of  a  domestic  corporation,  queries 
relating  to  the  corporate  stock  and  the  proportionate  amount  per 
share  at  which  the  real  estate,  machinery,  and  tangible  property 
were  last  assessed.  The  Providence  board  of  assessors  say,  however, 
that  these  queries  are  seldom  answered.  Instead,  a  form  of  reply 
like  the  following  is  invariably  used  by  an  officer  of  the  corporation : 

To  the  best  of  my  knowledge,  information,  and  belief,  said  corpora- 
tion is  taxed  in  its  corporate  capacity  for  an  amount  equal  to  the  value 

o  Report  of  joint  special  a>mmittee  on  taxation  made  to  j^cneral  assembly  in  i8t>6. 
6  At  p.  49- 
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of  its  real  estate  and  tangible  personal  property.  But  whether  said 
corporation  is  taxed  to  an  amount  equal  to  the  market  value  of  its 
shares  is  unknown  to  me,  and  neither  do  I  know  how  to  obtain  the 
information. 

The  only  means  provided  by  law  for  ascertaining  what  stock- 
holders are  liable  for  this  tax  is  through  inquiries  by  assessors 
specifically  naming  the  supposed  stockholders.  Only  those  per- 
sons could  be  inquired  about  who  voluntarily  returned  their 
holdings,  or  who,  for  some  reason,  were  supposed  to  hold  stock. 

A  Rhode  Island  judge  has  said,  in  reference  to  the  taxing  of 
stock  to  the  individual  stockholders: 

That  a  large  amount  of  property  does,  in  fact,  escape  taxation  under 
the  system  is  matter  of  common  knowledge,  corporations  not  being 
required  to  make  returns  to  the  assessors  of  the  amount  of  stock  held 
by  individual  stockholders,  unless  specially  requested  so  to  do.  But 
this  is  a  matter  where  the  remedy  lies  solely  with  the  general  assembly.** 

This  omission  in  Rhode  Island  to  tax  to  the  corporation  the 
corporate  excess  is  especially  noticeable  in  the  case  of  steam 
railroads.  Other  States  derive  considerable  revenue  from  the  taxa- 
tion of  the  State's  proportion  of  this  corporate  excess  as  to  large 
railroad  systems  going  through  the  most  populous  and  most  val- 
uable parts  of  the  State.  Connecticut,  for  instance,  reaches  the 
corporate  excess  value  of  railroads  by  taxing  the  sum  of  the  railroad 
indebtedness  and  the  market  value  of  the  stock,  deducting  only 
real  estate  not  used  in  the  railroad  business  and  locally  taxed.  * 
The  Rhode  Island  system  practically  taxes  steam  railroads  on 
real  estate  only,  assessed  locally. 

Not  only  is  the  corf>orate  excess  of  all  corporations  exempt 
from  taxation  to  the  corporations  in  Rhode  Island,  but  the 
intangible  personalty  of  all  corporations  is  exempt  also;  and, 
further,  the  tangible  personalty  of  domestic  corporations  is  cut 
down  by  allowances  for  indebtedness. 

Local  Assessment  of  Steam  and  Street  Railways. 

The  Providence  board  of  assessors  explain  their  method  of 
assessing  steam  railroad  property  as  follows : 

The  real  estate  is  assessed  by  platted  lots  as  if  belonging  to 
individuals.  Then  the  trackage  is  assessed  at  $i  per  foot  for 
every  foot  of  track,*'  whether  the  lines  are  single  or  more.     This 


"In  re  Newport  Reading  Room,  21  R.  I.,  440  (1899). 

^  Connecticut  gets  over  one-third  (over  $1,000,000)  of  its  special  corporate  taxation 
from  railroads  operating  through  that  State,  most  of  which  is  paid  by  the  New  York, 
New  Haven  and  Hartford  Railroad. 

«This  is  a  valuation  of  $5,280  per  mile. 
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value  does  not  cover  much  more  than  the  cost  of  the  rails.  The 
ties  are  not  included,  because  they  require  constant  repair.  Then 
the  bridges  that  carry  the  rails  (overhead  bridges)  are  taxed  to 
the  railroad.  Bridges  over  railroads  (with  the  entire  road  under- 
neath), although  constructed  by  the  railroad,  are  not  taxed  to 
the  railroad,  nor,  indeed,  to  anyone,  such  bridges  being  regarded 
(under  a  decision  of  'the  Providence  city  solicitor)  as  belonging  to 
the  public  highways. 

Railroad  buildings  are  taxed  as  real  estate,  a  fair  value  on  the 
cost  of  the  buildings  being  assessed.  Railroads  use  the  same  form 
of  return  as  individuals. 

No  attempt  is  made  to  assess  the  personal  property  of  a  steam 
railroad,  such  as  its  rolling  stock,  because  it  is  difficult  to  get  at 
something  that  is  continually  on  the  move  and  because  there  is 
no  statutory  provision  as*  to  proportionate  mileage.  The  rolling 
stock  of  street  railways  is,  however,  assessed,  at  least  so  far  as 
it  is  stored  in  car  bams  within  the  city  limits.  Street  railway 
rails  and  tracks  are  assessed  as  real  estate. 

The  state  treasurer  stated  in  January,  1909,  that  the  steam  rail- 
roads would  much  prefer  a  definite  state  tax  on  their  whole  property 
rather  than  the  uncertain  local  assessments,  differing  in  different 
towns  according  to  the  individual  opinions,  and  even  personal 
feelings  at  times,  of  the  many  assessors. 

Car  Companies. 

Other  corporations  not  now  reached  by  special  corporate  taxa- 
tion in  Rhode  Island  are  car  companies,  such  as  sleeping-car  and 
refrigerator-car  companies.  While  the  principal  railroad  in  Rhode 
Island,  the  New  York,  New  Haven  and  Hartford,  owns  cars  of 
this  class  running  in  that  State,  yet,  as  has  been  shown,  the  roll- 
ing stock  of  the  steam  railroads  is  not  taxed  by  the  State,  the 
assessors  being  unable  to  locate  it.  The  board  of  assessors  of 
Providence  state,  however,  that  there  are  probably  not  over  65 
miles  of  trackage  in  Rhode  Island  on  which  palace  and  refrigera- 
tor cars  run. 

Street  Railways — The  Rhode  Island  Company. 

Previous  to  the  passage  of  the  act  of  1898  (chap.  580),  street- 
railway  companies  in  Rhode  Island  were  taxed  locally  on  tangible 
property,  and  a  certain  percentage  of  their  gross  earnings  (pro- 
portioned to  mileage)  was  exacted,  at  least  in  Providence,  for  the 
use  of  the  streets  and  public  highways. 
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The  act  of  1898  providing  for  a  gross-earnings  tax  on  street 
railways  made  no  provision  for  returns  to  a  state  officer,  and  the 
burden  of  ascertaining  the  annual  gross  earnings  rested  upon  the 
general  treasurer  of  the  State.  On  November  21,  1901,  however, 
an  act  was  passed  requiring  street  railways  to  file  with  the  gen- 
eral treasurer  a  sworn  statement  setting  forth  (a)  the  gross  earn- 
ings of  the  company,  (6)  the  amoimt  of  any  dividends  paid  dur- 
ing the  preceding  year,  and  (c)  the  manner  in  which  the  tax  paid 
at  the  time  is  computed. 

On  April  3,  1902,  an  act  was  passed  granting  a  special  charter  to 
The  Rhode  Island  Company,  a  company  formed  for  the  purpose  of 
controlling  the  principal  street-railway  lines  of  Rhode  Island. 
Under  this  special  charter  The  Rhode  Island  Company  secured 
two  principal  advantages  over  a  company  accepting  the  provisions 
of  the  act  of  1898,  namely,  freedom  from  the  necessity  of  making 
a  detailed  annual  report  to  the  state  treasurer  and  ability  to 
increase  capital  stock  at  will. 

Under  this  special  charter  The  Rhode  Island  Company  need  not 
go  into  details  when  making  return  of  gross  "earnings."  The 
following  is  a  copy  of  the  statement  of  The  Rhode  Island  Company, 
filed  with  the  state  treasurer  in  1 908 : 

Providence,  R.  I.,  September  30,  1908. 

The  Rhode  Island  Company  hereby  certifies  that  the  gross  earnings  of 
the  company,  upon  which  the  tax  to  the  State  of  Rhode  Island  is  to  be 
paid  for  the  year  ending  the  30th  day  of  June  next  preceding  the  date 
hereof,  were  $4,194,503.23. 

When  the  method  of  computation  is  not  given,  "earnings" 
might  have  several  meanings.  The  term  "gross  earnings"  is 
much  more  indefinite  than  * '  gross  receipts. '  *  The  general  treasurer 
of  the  State  says  that  the  amount  of  gross  earnings  returned  by 
The  Rhode  Island  Company  has  increased  every  year  since  1902, 
the  date  of  the  special  charter. 

The  Rhode  Island  Company  is,  like  any  other  street  railway 
company,  liable  to  the  payment  of  all  proportionate  excess  over 
8  per  cent  dividend.  No  such  excess  has  ever  been  paid  by  it  to 
the  State. 

The  tax  paid  to  the  State  by  The  Rhode  Island  Company  for  the 
year  ending  June  30,  1908,  was  $83,890.06,  which  is  2  per  cent  on 
the  $4,194,503.23  reported  by  said  company  as  its  **  total  earnings  " 
for  that  year. 
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Historical. 

"Corporate  forms  of  industry  increased  rapidly  in  number  and  char- 
acter between  1830  and  1850.  *  *  *  The  character  of  a  corporation 
as  a  legal  person  for  purposes  of  taxation  began  to  be  more  clearly  under- 
stood. When,  therefore,  in  1855,  the  tax  laws  were  codified,  bodies  cor- 
porate as  well  as  individuals  were  required  to  make  a  personal  return  of 
their  ratable  property.    *    *    * 

"  It  was  evident  that  from  the  clauses  requiring  a  personal  return  from 
corporations  the  inference  might  be  drawn  that  corporations  were  to 
be  taxed  for  both  real  and  personal  property,  while  the  clauses  defining 
personal  property  implied  that  stockholders  should  be  taxed  for  the 
value  of  their  stock.  If  so,  both  the  real  and  personal  property  of  corpo- 
rations would  be  twice  taxed.  The  courts,  however,  decided  in  the 
American  Bank  case"  that  the  personalty  of  a  corporation  was  repre- 
sented by  its  stock  and  could  alone  be  taxed  to  its  stockholders  at  their 
residence.  In  a  codification  of  the  laws  made  in  1857  an  attempt  was 
made  to  assist  the  assessors  on  these  indefinite  points  in  the  law.  It  was 
provided  that  no  shareholder  should  be  deemed  liable  for  taxation  for 
shares  held  in  corporations  within  the  State  which  in  their  corporate 
capacity  were  taxed  for  the  amount  of  their  capital  stock.  In  1872  the 
words  were  changed  so  that  shareholders  were  not  taxable  for  shares 
held  in  corporations  which  in  their  corporate  capacity  were  taxed  for  the 
amount  of  their  corporate  property."  *" 

The  laws  of  the  January,  1905,  session  provided  for  the  taxa- 
tion of  shareholders  on  the  difference  between  the  market  value 
of  each  share  and  the  proportionate  amount  per  share  at  which 
the  corporation  was  last  assessed.  There  has  never  been,  and 
there  is  not  now,  a  practical  means  of  reaching  stockholders,  and 
they  are,  as  stated  elsewhere,  seldom  taxed. 

The  laws  of  1905  are  also  construed  to  require  the  taxation  of 
not  only  the  real  estate,  but  also  the  tangible  personalty  of  all 
corporations  except  the  personalty  of  certain  corporations  specially 
taxed  by  the  state. 

"The  State  imposed  no  corporation  taxes  until  1881,  the  taxes  imposed 
in  1863  being  an  incorporation  tax  or  a  fee  for  the  issue  of  a  charter  at  the 
minimum  rate  at  present  of  $100  for  corporations  with  a  capitalization  of 
$100,000  or  less  and  $100  additional  for  every  $100,000  of  additional  capi- 
talization. The  most  important  corporation  taxes  are  levied  by  the  locali- 
ties, the  steam  railroads  paying  only  a  real-property  tax  to  each  separate 
town  through  which  they  pass.  The  peculiar  compactness  of  the  terri- 
tory of  the  State  and  the  solidarity  of  its  interests  would  seem  to  have 
made  it  a  field  particularly  adapted  for  some  forms  of  corporation  tax 
which,  either  like  that  of  Massachusetts  or  New  Jersey,  would  have 

oThe  American  Bank  v.  Mumford,  4  R.  I.,  478. 

*  Notes  from  publication  entitled  "State  of  Rhode  Island  and  Providence  Planta- 
tions at  the  End  of  the  Century:  A  History,"  edited  by  Edward  Field,  published  l)y 
the  Mason  Publishing  Company,  Boston  and  Syracuse,  1902;  Vol.  Ill,  pp.  247,  248. 
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furnished  a  large  portion  of  the  state  income.  But  the  diversity  of 
interests  between  the  cities  and  the  towns,  which  in  the  eighteenth 
century  was  illustrated  in  the  struggles  between  the  commercial  and 
agricultural  interests,  has  resulted  in  the  latter  part  of  this  century 
in  a  system  of  unjust  tax  laws  relating  to  corporate  property  and  has 
not  been  without  its  effect  in  preventing  the  enactment  of  any  laws 
imposing  an  adequate  state  corporation  tax."* 
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I.  GENERAL  VIEW. 
Chief  Features. 

The  features  of  the  taxation  system  in  this  State  are  three : 

First.  The  collection  of  the  state  taxes  independent  of  the  towns, 
there  being  no  state  general  property  tax. 

Second.  The  privilege  to  holders  of  intangible  property  of  pay- 
ing to  the  State  a  low  uniform  tax  thereon  instead  of  the  local 
property  tax. 

Third.  The  unique  method  of  estimating  the  value  of  steam  and 
street  railway  property,  on  a  basis  of  funded  and  floating  indebt- 
edness and  market  value  of  capital  stock. 

Separation  of  Sources  of  State  and  Local  Taxes. 

No  part  of  the  tax  collected  locally  on  real  and  personal  property 
is  paid  into  the  state  treasury.  State^V.anue  i^^btained  prin- 
cipally from  the  special  taxatidb-of  trarisport^on,  transmission, 
and  financial  corporations,  from  The  taxation  of  inheritances,  and 
from  the  "  chose-in-action  "  tax — a  special  tax  at  a  low  uniform 
rate  on  any  **bond,  note,  or  other  chose  in  action,"  a  tax  optional 
on  the  holders  thereof,  but  nevertheless  usually  paid,  being  an 
alternative  to  paying  the  much  higher  local  rates. 

Steam  and  Street  Railroads,  Express,  Telegraph,  and  Telephone 
Corporations. 

Such  corporations  doing  business  in  the  State  are  specially  taxed 
by  the  State  for  state  purposes,  the  basis  of  taxation  being  as 
follows:  Steam  and  street  railroads,  on  market  value  of  stock, 
plus  fimded  and  floating  indebtedness;  telegraph  and  telephone 
companies,  on  wire  mileage  and  telephone  transmitters;  express 
companies,  on  gross  receipts.  The  towns  also  tax  the  above  cor- 
porations on  their  real  property,  except  that  used  in  the  railroad 

and  express  business. 
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Manufacturing  and  Mercantile  Corporations.^ 

The  whole  property  in  the  State  of  all  such  corporations  is 
reached  locally  with  the  general  property  tax,  like  the  property  of 
individuals.  These  companies  can,  however,  like  individuals,  pay 
the  state  tax  on  bonds,  notes,  and  other  choses  in  action  owned  by 
them,  in  Ueu  of  the  local  property  tax  thereon. 

General  Property  Tax. 

No  part  of  this  is  paid  to  the  State.  The  towns  collect  it  on  the 
real  property  of  all  corporations  doing  business  in  the  State,  except 
on  the  real  estate  used  in  the  business  of  steam  and  street  railroads 
and  of  express  companies.  The  towns  collect  it  also  on  the 
personal  property  in  the  State  of  all  corporations  doing  business  in 
the  State,  except  on  the  whole  personal  property  of  steam  and 
street  railroads,  express,  telegraph,  telephone,  and  financial  com- 
panies, and  except  that  intangible  personal  property  on  which  the 
state  tax  given  next  below  has  been  paid  instead  of  the  local 
property  tax. 

"  Chose-in-Action  "  Tax, 

A  holder  of  a  **  bond,  note,  or  other  chose  in  action  "  may  escape 
the  local  general  property  tax  on  such  intangible  property  by 
paying,  instead,  to  the  State  a  tax  at  the  rate  of  $4  a  year  on  the 
thousand. 

Stockholders  and  Bondholders. 

No  stock  is  taxed  to  the  stockholder  in  Connecticut,  the  assump- 
tion being  that  the  stock  of  foreign  corporations  is  taxed  in  the 
home  State,  and  that  the  property  of  domestic  corporations  is 
taxed  to  the  corporation  itself.  Bonds  of  railroads  and  street 
railways  operating  in  the  State  are  not  taxed  to  the  holders,  and 
the  holders  of  other  bonds  may  pay  thereon  either  the  chose-in- 
action  tax  above  described  or  the  much  higher  general  property  tax. 

Foreign  Corporations. 

The  property  of  foreign  corporations  in  Connecticut  is  taxed  in 
the  same  manner  as  that  of  domestic  corporations,  except  of 
foreign  insurance,  assessment,  and  surety  companies. 


o  Corporations  organized  under  the  general  law  are  often  referred  to  in  Connecticut 
as  "joint  stock  companies." 
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The  principal  officer  is  the  State  Tax  Commissioner,  at  Hartford, 
and  there  is  a  state  board  of  equalization,  composed  of  the  treas- 
urer, comptroller,  and  tax  commissioner.  The  Tax  Commissioner 
is  appointed  by  the  Governor  for  a  term  of  four  years." 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  THE 

STATUTES. 

Constitution. 

"All  men,  when  they  form  a  social  compact,  are  equal  in  rights,  and  no 
man  or  set  of  men  are  entitled  to  exclusive  public  emoluments  or  privileges 
from  the  community.*'* 

Statutes.*' 
Real  Estate. 

The  towns  tax  the  real  property  in  the  State  of  all  corporations 
whatsoever,  except  the  real  estate  used  in  the  business  of  steam 
and  street  railways  and  of  express  companies. 

«  Sources  of  revenue  from  taxation,  etc.,  in  Connecticut: 

Towns. — (a)  General  property  tax;  (6)  polls;  (c)  school  tax;  (rf)  towns*  share  of 
state  tax  on  certain  financial  corporations;  (e)  towns'  share  of  tax  on  national-bank 
stock  owned  by  nonresidents,  collected  by  State;  (J)  towns'  share  of  liquor  licenses 
collected  by  county  commissioners  (90  per  cent  of  the  liquor  licenses  is  paid  to  the 
towns);  (g)  other  licenses  and  fines;  {h)  street  railway  tax  (this  obtains  only  in  Hart- 
ford, and  is  2  per  cent  of  the  gross  receipts). 

Counties. — (a)  A  small  county  tax  on  the  towns,  as  determined  by  county  legis- 
lators on  the  recommendation  of  the  county  commissioners,  usually  not  over  25  cents 
on  the  thousand  dollars;  (6)  10  per  cent  of  liquor  licenses  (the  county  in  Connecticut, 
as  in  the  remainder  of  New  England,  does  not  play  a  very  important  part  in  the 
affairs  of  the  State  as  compared  with  the  towns). 

State. — (a)  Military  commutation  tax  (both  a  military  commutation  tax  and  a  poll 
tax  are  not  collectible  from  one  person;  if  he  pays  one,  he  does  not  pay  the  other. 
Tlic  former  is  paid  by  citizens  of  Connecticut  between  the  ages  of  18  and  45;  the  lat- 
ter by  citizens  between  45  and  70,  and  by  other  than  citizens  between  21  and  70); 
(6)  state  taxes  on  transportation,  transmission,  and  financial  corporations;  (c)  fines, 
forfeitures,  etc.;  {d)  inheritance  tax;  {e)  chose-in-action  tax;  (/)  incorporation  fees. 

^  Art.  1,  sec.  i. 

^  The  references  to  "  Rev.  Stats."  mean  the  General  Statutes  of  Connecticut,  revision 
of  1902. 

The  statutes  since  then  have  been  consulted.  On  April  20,  1909,  the  State  Tax 
Commissioner  wrote  that  up  to  that  date  no  legislation  on  the  taxation  of  corpora- 
tions had  been  enacted  by  the  present  session  of  the  legislature 
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Real  estate,  including  mills,*  stores,  distilleries,  and  buildings 
for  manufactiu-ing  purposes  is  set  in  the  list  at  (in  theory)  its  true 
and  actual  valuation,**  and  is  taxed  in  the  town  or  other  taxing 
district  where  located.*  The  real  estate  in  any  school  district  is 
taxed  also  by  the  district.^  When  quarries,  mines,  and  ore  beds 
are  owned  by  a  corporation  '*  the  whole  stock,  property,  and  fran- 
chise" are  taxed  *'in  the  town  where  such  quarry,  mine,  or  ore 
bed  is.''* 

Personal  Property. 

The  towns  tax  also  the  personal  property  in  the  State  of  all 
corporations  except  that  of  steam  and  street  railroads,  express, 
telegraph,  telephone,  and  financial  corporations. 

Tangible  Personal  Property. 

Permanently  located  personal  property  is  taxed  in  the  town 
where  located,  and  movable  personalty  is  taxed  at  the  corpora- 
tion's place  or  places  of  business./  The  property  of  any  trading, 
mercantile,  manufacturing,  or  mechanical  business  is  assessed 
locally  in  the  name  of  the  owners  where  the  business  is  carried 
on.  The  average  amount  of  goods  kept  on  hand  for  sale  during 
the  year,  with  provisions  for  a  portion  of  the  year,  is  the  rule  of 

«  Water  power  used  by  its  owner  is  assessed  as  incidental  to  machinery  operated 
by  it.  When  such  power  is  leased  from  its  owner  its  valuation  is  based  upon  its 
net  rental,  and  when  the  water  furnishing  the  power  is  located  outside  the  town 
where  the  power  is  used  the  agricultural  value  of  the  land  occupied  by  the  water 
is  deducted,  the  land  being  assessed  where  located.     Rev.  Stats.,  sees.  2344-2345. 

Water  power  available  to  owner  for  runniug  his  mill,  although  not  actually  used, 
held  to  be  "used  by  its  owner"  within  meaning  of  that  expression  in  sec.  2344. 
Water  power  "used  by  its  owner"  for  running  his  own  mill  is  valued  as  incident 
to  machinery,  while  water  power  "leased  from  its  owner"  is  valued  as  a  thing  apart 
and  upon  the  basis  of  its  net  rental.  The  Hazard  Powder  Co.  v.  Town  of  P^nfield, 
80  Conn.,  486  (1908). 

General  purpose  of  sees.  2344-2345  is  to  prescribe  the  manner  in  which  and  place 
where  owners  of  water  power  shall  l)e  assessed  for  it. 

&  Rev.  Stats.,  sec.  2322. 

c  Ibid.,  sec.  2329,  as  amended  by  Acts  1907,  chap.  184;  Rev.  Stats.,  sec.  2342. 

^  Ibid.,  sec.  2415. 

<  Ibid.,  sec.  2322. 

/Ibid.,  sec.  2329,  amended  by  Acts  of  1907,  chap.  184. 

The  1907  amendment  made  a  very  important  change  in  the  situs  of  the  taxation 
of  tangible  personal  property  of  a  foreign  corporation  doing  business  in  Connecticut. 
Previous  to  the  amendment  such  property  was  taxable  only  at  the  corporation's 
principal  place  of  business  or  at  the  place  where  it  exercised  its  corporate  powers. 

Underground  pipes  of  a  water  company  are  taxable  as  personal  property  in  the 
town  where  the  company  is  located  and  does  business.  Field  v.  Guilford  Water 
Co.,  79  Conn.,  70,  71  (1906). 
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assessment.**  School-district  taxes  are  levied  upon  a  manufac- 
turing or  mechanical  business  located  or  carried  on  in  such  dis- 
trict, and'  also  upon  a  mercantile  business  carried  on  in  such 
district  by  any  person  or  persons  not  residing  in  the  town  in 
which  the  district  is  situated.'' 

All  registered  and  enrolled  sailing  vessels  and  barges  engaged 
in  interstate  trade,  and  every  kind  of  vessel  engaged  in  foreign 
trade,  are  taxed  as  personal  property,  the  assessment  being  made 
not  on  the  actual  valuation,  but  on  the  basis  of  the  net  earnings.*' 

Intangible  Personal  Property. 

The  items  under  this  head,  as  set  forth  in  the  statutes,^  are 
notes,  bonds,  and  stocks  not  issued  by  the  United  States,  moneys,  • 
credits,  choses  in  action,  and  interests  in  goods,  chattels,  and 
effects,  but  not  including  money  or  property  actually  invested 
in  merchandise  or  manufacturing  carried  on  out  of  the  State. 
Of  these  items,  shares  of  stock  are  not  taxed  to  the  holders  in 
Connecticut,  the  assumption  being  that  the  stock  or  property 
represented  by  it  is  otherwise  taxed,/  nor  are  bonds  of  a  railroad 
company  operating  in  the  State.^ 

The  remainder  of  the  items  (comprehended,  perhaps,  in  the 
term  ** moneys,*  credits,  and  certain  securities")  are  taxable  to 
individuals  and  to  the  corporations  subject,  like  individuals,  to 
the  general-property  tax,  such  as  manufacturing  and  mercantile 
corporations.  A  special  provision  is  that  "merchants  shall  also 
be  liable  to  be  assessed  for  any  amount  due  them  from  responsible 
persons  beyond  Uabilities."  * 

If  the  owner  of  real  estate  in  Connecticut  has  borrowed  money 
and  secured  the  loan  by  a  mortgage  on  the  real  estate,  he  gets 

o  Rev.  Stats.,  sec.  2342. 

Sec  under  "Comments,"  heading  "Valuations  by  taxing  officials — Manufacturing 
and  mercantile  corporations,"  p.  142,  infra. 

*  Rev.  Stats.,  sec.  2415. 

c  Ibid.,  sec.  2324. 

^  Rev.  Stats.,  sec.  2323. 

^  Money  in  excess  of  $100  on  deposit  other  than  in  savings  banks  is  taxable,  and 
money  deposited  in  any  other  State  is  taxed  to  the  resident  owner.  See  under 
"Comments,"  heading  " Chose-in-action  tax,"  p.  146,  infra. 

/Rev.  Stats.,  sec  2329,  amended  by  Acts  of  1907,  chap.  184. 

Lockwood  i;.  Weston,  61  Conn.,  211  (1891). 

yOsbom  V.  N.  v.,  N.  H.  and  H.  R.  R.  Co.,  40  Conn.,  496  (1873). 

*Rev.  Stats.,  sec.  2342. 

While  this  provision  mentions   "merchants"   only,   the   practice  is  to   tax   the 
manufacturing  and  other  corporations  subject  to  the  general  property  tax  in  the 
same  manner  as  merchants.     See  under  "  Comments,"  heading  "  Valuations  by  taxing 
officials — Manufacturing  and  mercantile  corporations,"  p.  142,  infra. 
79349—09 10 
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no  deduction  from  the  assessed  value  on  account  of  such  mort- 
gage. The  practice  is  to  assess  the  property  as  it  stands,  and 
sometimes  the  assessors  take  the  amount  of  the  mortgage  as  the 
first  item  of  the  property's  value,  and  then  add  the  equity.  The 
lender  is  exempt  from  taxation  on  this  mortgage  to  an  amount 
equal  to  the  assessed  value  of  the  mortgaged  land,  provided  the 
borrower  has  agreed  to  pay  the  taxes.  The  excess  of  such  loan 
over  the  valuation  of  the  real  estate  is  taxed  to  the  lender  in 
the  town  where  he  resides."  When  the  borrower  has  not  agreed 
to  pay  the  taxes  on  the  mortgage  loan  said  loan  is  taxed  to  the 
lender,  but  only  in  the  town  where  the  real  estate  is  situated.** 

A  resident  debtor  may,  on  application  to  the  town  board  of 
relief,  have  the  amount  of  the  debt  deducted  from  his  tax  list, 
provided  such  debt  is  assessed  to  the  creditor,  and  provided  such 
debt  is  not  secured  by  mortgage  on  real  estate  in  Connecticut.* 
This  section  is  applied  specifically  to  **  merchants.*'^  No  greater 
amount  of  indebtedness  shall,  however,  be  deducted  than  the 
assessed  valuation  of  the  property  for  which  such  indebtedness 
may  have  been  contracted.' 

State  Taxation  of  Intangible  Personal  Property — '*  Chose-in- Action" 
Tax. 

"Any  person  may  take  or  send  to  the  office  of  the  treasurer  of  this  State 
any  bond,  note,  or  other  chose  in  action,  or  a  description  of  the  same,  and 
may  pay  to  the  State  a  tax  of  2  per  centum  on  the  face  amount  thereof  for 
five  years  or,  at  the  option  of  such  person,  for  a  greater  or  less  number 
of  years  at  the  same  rate,"  [i.  e.,  annual  rate  of  $4  per  $1,000].      *     *     * 

The  treasurer  makes  an  indorsement  or  gives  a  receipt  for  the 
tax,  describing  the  bond,  note,  or  other  chose  in  action,  and  certi- 
fying the  period  when  it  is  exempt  from  taxation.  He  keeps  a 
record  of  such  indorsements,  receipts,  and  descriptions,  the  names 
and  addresses  of  the  persons  presenting,  and  the  date  of  registra- 


"  Rev.  Stats.,  sec.  2319. 

^  Ibid.,  sec.  2323. 

See  under  "Comments,"  heading  "Chose-in-aclion  tax,"  p.  146,  infra. 

c  Ibid.,  sec.  2349. 

<*  Ibid.,  sec.  2342. 

The  practice  is  to  tax  manufacturing  and  other  corporations  subject  to  the  gen- 
eral property  tax  in  the  same  manner  as  merchants.  See,  under  "Comments,"  head- 
ing "Valuations  by  taxing  officials — Manufacturing  and  mercantile  corporations, " 
p.  142,  infra. 

«  Ibid.,  sec.  2351. 

Except  in  the  case  of  "  merchants"  the  unsecured  indebtedness  must  have  been  con- 
tracted for  property  which  is  afterwards  set  in  debtors'  list  and  made  assessable 
Skilton  V.  Colebrook,  76  Conn.,  671  (1904). 
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tion.  On  or  before  November  10  each  year  he  mails  to  the  town 
clerks  where  the  persons  reside  a  copy  or  description  of  his  records 
showing  registrations  before  October  i  last  preceding.  Such 
bonds,  notes,  or  other  choses  in  action  are  exempt  from  all  taxa- 
tion in  the  State  during  the  period  for  which  the  tax  is  so  paid.* 

Steam  Railroads.  ^ 

Steam  railroads  located  in  Connecticut  (domestic  and  foreign) 
pay  to  the  State,  for  state  purposes,  i  per  cent  of  the  market 
value,  on  a  given  date,  of  the  capital  stock  and  i  per  cent  of  the 
par  value  of  the  railroad's  funded  and  floating  indebtedness,  or 
if  the  indebtedness  is  less  than  par,  then  i  per  cent  of  the  de- 
termined value  of  said  indebtedness.*  Taxes  locally  paid  upon 
real  estate  not  used  for  railroad  purposes  are  deducted.*'  This 
payment  is  in  lieu  of  all  other  taxes  on  the  franchises,  funded  and 
floating  debt,  and  property  of  railroads  in  the  State.  ^^'^ 

When  only  part  of  a  railroad  lies  in  the  State,  the  company  pays 
on  a  fraction  of  the  valuation  determined  by  the  ratio  of  the 
length  of  the  road  in  the  State  to  the  entire  length. «  This  is  held 
not  to  be  unconstitutional  as  a  tax  on  interstate  commerce./ 
Branch  roads  in  the  State  whose  value  is  less  than  one-fourth  the 
average  value  of  the  trunk  road  are  not  included  in  the  aforesaid 
valuations  and  lengths,  these  paying  i  per  cent  on  their  determined 
value.  ^ 

The  valuation  of  stock  and  indebtedness '^  is  determined  by  the 
state  board  of  equalization,  specific  deductions  being  provided  by 
law  as  follows: 

(a)  The  value  of  indebtedness  held  in  trust  for  said  company  as 
a  part  of  any  sinking  fund  belonging  to  it."^ 

(6)  Stock  or  bonds  issued  or  indebtedness  inciured  for  the 
acquisition  of  stock,  bonds,  or  other  evidences  of  indebtedness  of 


<»  Rev.  Stats.,  sec.  2325,  as  amended  by  Acts  1907,  chaps.  160,  253. 

See  under  "Cgmraents,"  heading  "  Chose-in-action  tax,"  p.  146,  infra. 

*See  "Connecticut  system  of  taxing  railroads,"  in  "Comments,"  p.  141,  infra. 

c  Rev.  Stats.,  sec.  2424. 

^  This  has  been  held  to  exempt  resident  holders  of  bonds  of  a  railroad  located  in  the 
State.  Osbom  v.  N.  Y.,  N.  H.  and  H.  R.  R.  Co.,  40  Conn.,  496  (1873).  Slock  of  a 
railroad  located  in  the  State  is  also  exempt  to  resident  holders. 

«  Rev.  Stats.,  sec.  2425. 

See  under  "Comments,"  heading  "Valuations  by  taxing  officials — Railroads," 
p.  144,  infra. 

/State  V.  N.  Y.,  N.  H.  and  H.  R.  R.  Co.,  60  Conn.,  326  (1891) 
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any  other  railroad  company  or  street-railway  company  which  is 
wholly  or  partly  in  the  State.  ** 

(c)  Stock  issued  or  indebtedness  incurred  for  the  construction 
or  permanent  improvement  of  a  railroad  in  any  other  State  which 
is  not  a  part  of  its  own  road.** 

(d)  Stock  issued  and  indebtedness  incurred  for  the  stock  or 
indebtedness  of  railroads  outside  t.he  State.'' 

(e)  Stock  issued  and  indebtedness  incurred  for  the  stock  or 
indebtedness  of  any  steamboat  company  operating  a  line  of  steam- 
boats in  connection  with  the  line  of  the  railroad  company.^ 

The  shares  of  stock  of  railroads  and  street  railways  doing  busi- 
ness in  the  State  are  not  taxed  to  the  holder,  and  the  same  is  true 
as  to  bonds.*' 

Street  Railways. 

"The  existing  statutes  with  regard  to  the  taxation  of  railroads  shall 
apply,  extend  to,  and  include  all  street  railways  of  every  description."** 

The  Hartford  Street  Railway  Company  (now  The  Connecticut 
Company)  **  shall  pay  into  the  city  (Hartford)  treasury  each  year 
2  per  cent  of  its  annual  gross  receipts  of  fares  *  *  ♦  until  such 
time  as  the  state  law  shall  be  so  changed  as  to  provide  that  taxes 
of  street-railway  companies  shall  be  paid  locally  instead  of  to  the 
State;  and  in  case  of  such  change  in  the  law,  the  company  shall 
pay  annually  to  the  city  any  deficiency  in  the  amount  of  said 
taxes  from  the  amount  of  said  2  per  cent  on  the  receipts  aforesaid."* 


oActs,  1905,  chap.  247;  1907,  chap.  204,  sec.  i. 

&  Rev.  Stats.,  sec.  2427,  as  amended  by  Acts  1903,  chap.  173. 

c  Ibid.,  sec.  2424. 

Osborne  v.  N.  Y.,  X.  H.  &  H.  R.  R.  Co.,  40  Conn.,  496  (1873). 

^  Ibid.,  sec.  2432. 

«  Resolution  of  Court  of  Common  Council  of  the  city  of  Hartford  of  March  19,  1894. 
The  provision  in  section  2432,  above  quoted,  that  street  railways  shall  be  taxed  in  the 
same  manner  as  steam  railroads,  would  prevent  local  taxation  of  street  railways 
except  by  authority  of  a  special  legislative  act.  A  street-railway  company  can,  how- 
ever, make  a  contract  to  pay  a  town  an  additional  tax  in  return  for  special  privileges, 
such  as  extending  lines,  making  improvements,  etc.  Such  a  contract  was  made  in 
March,  1894,  by  the  company  operating  the  street-railway  system  of  Hartford,  the 
name  of  the  company  then  being  the  Hartford  Street  Railway  Company.  Under  this 
contract  said  company  agreed  to  pay  Hartford  a  gross-receipts  tax  of  2  per  cent.  In 
accordance  therewith  the  Hartford  council  passed  the  resolution  above  quoted.  On 
April  15,  1905,  The  Connecticut  Company  succeeded  to  the  rights  of  the  Hartford 
Street  Railway  Company,  and  to  the  obligations  as  well,  including  the  obligation  to 
pay  the  said  gross- receipts  tax.  Illustrative  of  the  yearly  payments  to  Hartford,  on 
March  14,  1908,  the  gross  receipts  of  The  Connecticut  Company  within  the  city  limits 
were  reported  as  $795,846.20,  and  on  this  the  company  paid  to  the  Hartford  city 
treasurer  $15,916.92.     The  Connecticut  Company  also  operates  the  street-railway 
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Express  Companies. 

Domestic  and  foreign  express  companies  doing  an  express  busi- 
ness in  the  State  (except  as  stated  below)  pay  a  tax  to  the  State 
for  state  purposes  of  5  per  cent  of  the  gross  amount  of  all  express 
charges  received  from  commerce  entirely  within  the  limits  of  the 
State.«  This  is  in  lieu  of  all  other  taxes  upon  the  estate  of  the 
company  used  exclusively  in  its  express  business.** 

When  an  express  company  fails  to  make  returns  of  charges  re- 
ceived, the  state  treasurer  may  accept  from  it  $10,000  in  lieu  of 
the  tax  on  such  charges.* 

Express  companies  conducting  an  express  business  wholly  on 
lines  of  electric  or  street  railways  within  the  State  pay  a  tax  to 
the  State  of  2  per  cent  of  the  gross  receipts  of  express  business 
done  wholly  within  the  State.  This  is  in  lieu  of  all  other  taxes 
upon  the  property  of  the  corporation  used  in  the  express  business.* 

The  shares  of  stock  of  express  companies  are  not  taxed  to  the 
holder;  ^  but  other  securities  of  these  companies,  including  bonds, 
are  taxable  to  the  resident  owner.* 

Telegraph  Companies. 

Domestic  and  foreign  telegraph  companies  pay  to  the  State,  for 
state  purposes,  an  annual  tax  of  25  cents  on  each  mile  of  wire 
within  the  State  owned,  leased,  controlled,  or  operated  for  tele- 
graph purposes  by  the  corporation  between  any  two  places  what- 

system  of  New  Haven,  but  pays  nothing  to  that  city  for  its  special  municipal  privileges. 
The  Connecticut  Company,  like  some  of  the  other  street-railway  lines  in  Connecticut, 
is  a  part  of  the  system  of  the  New  York,  New  Haven  and  Hartford  Railroad 
Company,  the  income  account  of  The  Connecticut  Company  being  given  on  page  17 
of  the ''General  Statement  of  the  Affairs  of  the  New  York,  New  Haven  and  Hart- 
ford Railroad  Company  for  the  Year  ended  June  30,  1908.'*  The  1907  annual  report 
of  the  Connecticut  railroad  commissioners  states  that  in  Connecticut  there  are  637  miles 
of  street  railway,  or  an  average  of  0.13  mile  of  road  per  square  mile  in  the  State. 

a  Rev.  Stats.,  sec.  2433,  as  amended  by  Acts  1907,  chap.  204,  sec.  i. 

The  tax  on  gross  receipts,  so  common  in  some  of  the  States,  is  required  by  Con- 
necticut from  express  companies  only. 

b  Rev.  Stats.,  sec  2434. 

This  alternative  payment  of  $10,000  is  not  taken  advantage  of  by  the  express 
companies.  The  Adams  Express  Company  is  the  only  one  paying  more  than  $1,000 
a  year  in  taxes,  and  although  this  company  pays  about  $17,000  a  year  in  taxes  on 
gross  receipts  it  does  not  deem  it  advisable  to  pay  $10,000  in  lieu  thereof. 

«  Acts  1905,  chap.  264;  1907,  chap.  268. 

The  corporations  affected  are  the  small  domestic  express  companies.  The  pro- 
vision does  not  include  a  natural  person,  and  a  bill  is  proposed  for  the  January,  1909, 
session  of  the  legislature  to  make  such  inclusion. 

<*  Rev.  Stats.,  sec.  2329,  as  amended  by  Acts  1907,  chap.  184. 

« Ibid.,  sec.  2323. 
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soever,  which  sum  is  in  Ueu  of  all  other  taxes  on  property  used  ex- 
clusively in  the  telegraph  business,  except  the  local  tax  on  real 
estate.** 

The  shares  of  stock  in  these  companies  are  not  taxable  to  the 
holder;  ^  but  other  securities  of  these  companies,  including  bonds, 
are  taxable  to  the  resident  owner.* 

Telephone  Companies. 

Domestic  and  foreign  telephone  corporations  pay  annually  to 
the  State,  for  state  purposes,  $1.10  for  each  transmitter  furnished 
or  rented  in  the  State  for  telephone  purposes,  and  also  25  cents  on 
each  mile  of  wire  within  the  State  owned,  leased,  controlled,  or  oper- 
ated for  the  transmission  of  telephonic  messages  from  any  place  in 
another  State  across  any  portion  of  Connecticut  to  a  place  in  an- 
other State.  These  taxes  are  in  lieu  of  all  other  taxes  on  the  prop- 
erty of  the  corporation  used  exclusively  in  the  business,  except  the 
local  tax  on  real  estate.^ 

Shares  of  these  companies  are  not  taxed  to  the  owner  ;*"  but 
other  securities  of  these  companies,  including  bonds,  are  taxable  to 
the  resident  owner./ 

Banks,  Trust,  Investment,  and  Bridge  Companies,^  and  Domestic 
Insurance  Companies  with  Capital  Stock.^ 

All  such  corporations  doing  business  in  the  State  pay  to  the 
State,  for  state  and  local  piuposes,  an  annual  tax  of  i  per  cent  of 

o  Rev.  Stats.,  sees.  2437,  2438. 

*>  Ibid.,  sec.  2329,  as  amended  by  Acts  1907,  chap.  184. 

c  Ibid.,  sec.  2323. 

<*  Ibid.,  sees.  2438,  2439,  as  amended  by  Acts  of  1907,  chap.  158,  and  chap.  204, 
sec.  1. 

Individual  owners  of  a  telephone  business  are  not  included  in  this  provision  and 
would  escape  taxation.  See  also,  under  "  Comments,"  heading  "  Nontaxation  of  tele- 
phone wires  starting  or  ending  in  the  State, "  p.  145,  infra. 

«  Rev.  Stats.,  sec.  2329,  as  amended  by  Acts  1907,  chap.  184. 

/Ibid.,  sec.  2323. 

ff  A  bridge  structure  of  a  private  bridge  company  is  not  taxed  as  real  estate,  but 
by  exacting  a  payment  measured  by  the  market  value  of  its  capital  stock.  Middle- 
town  and  Portland  Bridge  Co.  v.  Middletown,  77  Conn.,  3 14  (1904).  There  is  now  only 
one  private  bridge  company  in  Connecticut,  namely,  the  Suffield  and  Thorn psonville 
Bridge  Company. 

*  While  the  taxation  of  financial  corjmrations  is  not  intended  to  be  considered,  at 
least  very  fully,  yet  owing  to  the  importance  of  such  corporations  in  Connecticut, 
especially  insurance  companies,  a  brief  description  of  the  methods  of  taxing  financial 
corporations  is  here  given. 
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the  market  value  (on  October  i)  of  capital  stock,  less  the  tax 
locally  paid  on  real  estate." 

Savings  Banks. 

A  savings  bank  doing  business  in  Connecticut  is  taxed  by  the 
State,  for  state  purposes,  on  its  "corporate  franchise,"  the  value 
of  the  franchise  being  measured  by  the  amount  of  deposits  remain- 
ing after  deducting  $50,000  and  such  amounts  as  are  invested  in 
public  securities  and  in  certain  corporate  stock  already  taxed. 
The  annual  payment  required  is  one-fourth  of  i  per  cent  of  such 
deposits.  This  is  in  lieu  of  all  other  taxation,  except  the  local  tax 
on  real  estate.* 

Mutual  Fire  and  Life  Insurance  Companies. 

Domestic  mutual  fire  and  life  instu'ance  companies  pay  to  the 
State,  for  state  purposes,  "as  a  tax  upon  corporate  franchise," 
one-foiuth  of  i  per  cent  upon  premium  notes  and  other  assets 
remaining  after  deducting  unpaid  losses  and  public  securities. 
These  payments  take  the  place  of  all  other  taxation,  except  the 
local  tax  on  real  estate  and  upon  its  stock,  if  it  have  a  stock 
department.^ 

Foreign  Insurance,  Assessment,  and  Surety  Companies. 

Such  corporations  of  another  State  pay  the  same  fees  and  taxes 
to  the  Connecticut  instu'ance  commissioner  as  are  imposed  by  such 
other  State  upon  similar  companies  organized  in  Connecticut.'' 
Instu'ance  companies  incorporated  by  a  foreign  government  pay 
annually  to  the  State,  for  state  purposes,  2  per  cent  of  the  gross 
premiums  received  from  business  done  in  the  State .^ 

o  Rev.  Stats.,  s«c.  2331,  as  amended  by  Acts  1903,  chap.  204;  Acts  1905,  chap.  54. 

Since  whatever  personal  property  these  corporations  own  is  not  taxed  l(x?ally,  but 
is  presumably  included  in  the  i  per  cent  valuation,  some  complaints  are  heard  that 
such  corporations  are  paying  only  $10  a  thousand  on  their  personal  pro|)erty,  while 
manufacturing  and  mercantile  corporations  and  individuals  are  ])aying  the  local  rate 
of  about  $20  a  thousand.  It  should  not  be  overlooked,  however,  that  the  i  per  cent 
tax  is  assessed  on  something  in  addition  to  the  corporation's  personal  projjerty, 
namely,  that  intangible  value  of  the  corporation's  franchise  or  good  will  as  reflected 
by  the  market  value  of  the  stock.  For  discussicm  of  distribution  to  towns  of  this 
tax,  see  p.  140,  infra. 

*  Rev.  Stats.,  sec.  2422,  as  amended  by  Acts  1903,  chap.  189;  Acts  1907,  chap.  204, 
sec.  I. 

^  Ibid.,  sec.  2444,  as  amended  by  Acts  1903,  chap.  183;  Acts  1907,  chap.  204, 
sec.  i;  Rev.  Stats.,  sec.  2445,  as  amended  by  Acts  1903,  chap.  139;  and  sec.  2446,  as 
amended  by  Acts  1903,  chap.  184;  Rev.  Stats.,  sec.  2447. 

d  Ibid.,  sees.  2450,  3578,  and  3652. 

«  Ibid.,  sec-  2452,  as  amended  by  Acts  1903,  cliap.  34,  sec.  2. 
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m.  FINANCIAL   RESULTS, 

Total  Statb  Receipts  Classified  as  to  Revenue  from  Corporations,  Other 
Special  Taxes  and  Receipts,  and  General  Property  Tax,  and  Showing  Por- 
tion OF  Corporation  Taxes,  etc.,  Distributed  to  Towns,  Year  ended  Sep- 
tember 30,  1 908. a 

Total  state  receipts,  all  sources $4,  806, 692.  76 

Special  taxes  on  corporations: 

National  banks  ^ $248, 487.  79 

State  banks  b i5i932.  10 

Trust  and  investment  companies  & 44,  275.  62 

Bridge  companies  <> __ i,  393.  85 

Domestic    insurance    companies    with    capital  1 

stock  ^ 452,  665.  96 

Domestic  mutual  fire  insurance  companies c 5, 082.  70 

Domestic  mutual  life  insurance  companies  c 366,  838.  95 

Foreign  insurance  companies  ^ 155, 050. 43 

Savings  banks « 555.  559-  35 

Steam  railroad  companies/ i,  302 ,  679.  83 

Street  railway  companies/ 229,  987.  1 2 

Telegraph  and  telephone  companies  g 74.  23 1 .  35 

Express  companies  A 18,  140.  52 

Rolling  stock  companies 71-97 

Salary  of  bank  commissioners » 6,  516.  30 

Salary  of  railroad  commissioners / 12,  655 .  43 

Salary  of  building  and  loan  commissioners 499.  35 

Corporation  charter  and  capital  fees  * 22,  568. 00 

Total  state  receipts  from  corporations 3»5i2,  636.  62 

Less  tax  on  stock  distributed  to  towns  ^ 628,  362.  20 

State's  share  of  corporation  taxes 2,  884,  274.  42 

«  State  Treasurer's  Report,  1908. 

&  One  per  cent  on  market  value  of  stock,  less  local  taxes  on  real  estate. 

c  One-fourth  of  i  per  cent  on  premium  notes  and  other  assets. 

^  Fees  and  taxes  paid  to  Insurance  Commissioner. 

<  One-fourth  of  i  per  cent  on  deposits  remaining  after  certain  deductions. 

/Based  on  i  per  cent  on  market  value  of  stock  and  i  per  cent  of  par  value  of 
funded  and  floating  indebtedness.  Over  $1 ,000,000  of  the  tax  on  steam  railroads  was 
paid  by  the  New  York,  New  Haven  and  Hartford  R.  R.  Co. 

^On  wire  mileage  (and  telephone  transmitters). 

*  Five  per  cent  on  gross  receipts  within  the  State. 

*  Assessed  upon  banks,  savings  banks,  and  trust  companies  in  proportion  to  capital 
and  deposits. 

J  Assessed  upon  steam  and  street  railroads  in  proportion  to  property  valuations. 

*The  charter  fees  amounted  to  $2,740.  The  year  before  they  had  amounted  to 
$67,162.  The  marked  decrease  in  1908  was  doubtless  liecause  the  legislature  was  not 
in  session  in  1908. 

'  From  tax  on  stock  of  banks,  trust  and  investment  companies,  bridge  companies, 
and  domestic  insurance  companies  with  capital  stock. 
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Other  special  taxes  and  receipts: 

Inheritance  tax  « $278, 370.  76 

Investment  tax  (on  notes,  bonds,  etc.)  * 160,  625. 91 

Military  commutation  tax 163,  283. 06 

Automobile  fees 61,  747.  50 

Dog  license  fees 51, 481.  60 

Humters*  licenses 22,  220.00 

Court  fines,  fees,  etc _- ■_ 72, 638.  97 

United  States  aid  to  state  homes  and  Agricul- 
tural and  Mechanical  College 80, 936.  66 

Interest  on  school  fund 106,  899.  99 

Other  fund  receipts  not  transferred  to  civil  list  «.  166,  374.  63 

Sundry  fees,  interest,  escheats,  etc 129,  477. 06 

Total  special  taxes  and  receipts  not  from  cor- 
porations  -_      I,  294,056.  14 

Less  amount  distributed  to  towns  from  dog-license 

fees  and  for  common  schools ^ 725,  856. 06 

I568,  200.  08 

Total  special  taxes  and  receipts  for  state  purposes 3,  452,  474.  50 

State's  share  of  general  property  tax None. 

Total  state  revenue  for  state  purposes. 3i452, 474.  50 

Total  state  receipts  distributed  to  towns__ __      i,  354,  218.  26 

Total  state  receipts,  all  sources _ 4,  806,  692.  76 

Per  cent  of  total  state  receipts  derived  from  corporations 73-  08 

Per  cent  of  state  revenue  for  state  purposes  derived  from  corp>orations_  *  ^3'  54 
Per  cent  of  state  revenue  for  state  purposes  derived  from  all  special 

taxes  and  receipts _ _ _  100. 00 

The  total  town,  city,  and  borough  taxes  (general  property 
taxes)  for  1908  were  $10,519,913. 

It  would  be  interesting  to  know  how  much  of  this  total  general 
property  tax  was  paid  in  1908  by  all  the  manufacturing  and 
mercantile  corporations  doing  business  in  the  State.  Such  knowl- 
edge would,  however,  require  a  careful  and  very  extended  study 
of  each  grand  list  in  the  State. 

a  The  Tax  Commissioner  in  his  report  for  1908  says  the  lineal  inheritance  tax  rate 
of  one-half  of  i  per  cent  in  Connecticut  is  the  lowest  of  any  in  the  United  States, 
while  the  collateral  rate  of  3  per  cent  is  next  to  the  lowest,  and  the  exemption  of 
$10,000  from  property  passing  collaterally  is  one  of  the  largest.  He  recommends  an 
increase  of  i  per  cent  and  5  |>er  cent,  respectively,  with  a  reduction  of  the  collateral 
exemption  to  $500. 

ft  This  tax,  called  the  "  chose-in-action "  tax,  is  now  paid  to  the  State  Treasurer, 
but  the  Tax  Commissioner  suggests  that  it  should  be  returned  to  the  towns  where  the 
property  is  owned,  in  the  same  manner  as  the  tax  on  stocks  of  banks  and  other  invest- 
ment companies. 

C$159,774.63  of  this  consisted  of  receipts  for  the  principal  of  the  school  fund. 

<* $49,883. 18  of  the  dog-license  fees  was  paid  back  to  the  towns,  and  $675,972.88 
was  paid  to  the  towns  from  the  state  treasury  for  the  common  schools. 

«  This  percentage  is  somewhat  too  large,  as  part  of  the  state  receipts  paid  to  the 
towns  for  common  schools  came  from  corporations. 
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IV.    COMMENTS. 

Distribution  of  Tax  on  Stock  of  Banks,  Insurance,  etc.,  Companies. 

About  five-sixths  of  this  tax,  or  $628,362.21,  was  distributed 
in  1908  to  the  locaUties  where  the  stockholders  live.  Hartford 
city's  share  was  $261,768.75.  This  is  equal  to  about  one-fourth 
of  that  city's  general  property  tax,  which  was  for  the  same  year 
$1,161,038.09.  The  procedure  of  distribution  in  the  city  of 
Hartford  is  as  follows: 

Prom  the  report  of  the  names  and  addresses  of  the  stockholders, 
the  city  treasurer  makes  up  the  totals  of  the  number  of  shares  in 
each  school  district  (there  are  nine  school  districts  in  Hartford, 
each  having  tax  jurisdiction).  Then  the  tax  on  each  share  is  esti- 
mated in  this  way:  Say  there  are  5,000  shares  of  stock  of  a  certain 
instu'ance  company  held  in  Hartford,  and  suppose  the  market 
value  of  these  shares  is  $900.  Then  the  market  value  of  those 
5,000  shares  would  be  $4,500,000.  The  i  per  cent  state  tax  on 
this  is  $45,000.  The  taxes  locally  assessed  on  real  estate  must 
be  deducted.  Say  these  deductions  are  $10,000.  Then  the  taxes 
to  be  distributed  amount  to  $35,000,  which  is  $7  on  each  share. 
This  tax  per  share  multiplied  by  the  number  of  shares  held  in 
each  school  district  would  give  the  amount  of  tax  to  be  distributed 
to  the  respective  school  districts,  provided  such  districts  were  to 
receive  all  the  taxes  distributed.  But  the  city  of  Hartford  itself 
gets  the  larger  portion  of  the  distribution,  its  rate  in  1908  being 
$18  on  the  thousand,  while  the  average  rate  of  the  nine  school 
districts  is  $5  on  the  thousand.  The  distribution  would,  there- 
fore, be  made  on  this  basis:  Five  twenty-thirds  to  the  school  dis- 
tricts and  eighteen  twenty-thirds  to  the  city  of  Hartford. 

Need  of  More  State  Revenue. 

In  his  report  for  the  year  ended  September  30,  1908,  the  state 
treasurer  says: 

'*The  fiscal  year  just  closed  has  been  a  very  bad  one  for  the  State,  and 
has  changed  the  financial  condition  of  the  State  from  a  surplus  of 
$265,470.36  to  a  net  debt  of  $548,586.52.  This  makes  a  loss  of  $81 4,056.88 
as  a  result  of  the  year's  business  in  this  department,  being  the  worst 
showing  since  the  civil  war.  *  *  *  j  regret  to  say  the  fiscal  year 
now  in  progress  wl'l  surely  be  much  worse  than  last  year,  for  a  number 
of  large  appropriations  have  been  only  partially  used,  and  the  balances 
will  be  very  largely  drawn  this  year." 

The  treasurer  recommends  an  increase  of  the  inheritance  tax 
and  a  state  tax  on  the  towns  of  one-half  a  mill  on  the  dollar. 
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In  an  address  on  March  10,  1909,  Tax  Commissioner  Corbin 

says: 

''The  demand  on  the  state  treasury  for  roads,  schools,  and  various 
state  institutions,  in  addition  to  the  ordinary  expenses,  seems  to  have 
exceeded  the  income  of  the  State,  which  is  received  from  the  customary 
sources.  If  such  demands  are  to  continue,  and  state  expenditures  are 
to  be  on  the  same  liberal  scale,  it  is  vital  to  our  welfare  and  reputation 
that  its  income  should  be  at  least  equal  to  its  fixed  charges.  It  becomes 
necessary,  therefore,  to  give  serious  thought  to  the  least  burdensome 
and  most  satisfactory  method  of  increasing  the  State's  revenue.** 

The  Commissioner  adds  that  there  are  three  ways  of  getting  an 
increased  state  revenue,  namely,  an  increased  inheritance  tax, 
the  taxation  of  the  "corporate  excess''  of  manufacturing  and 
mercantile  corporations,*  and  a  state  general  property  tax.  He 
advcxrates  the  adoption  of  the  first  two  methods,  and  gives  the 
advantages  and  disadvantages  of  the  third. 

The  ^'  Connecticut  System  "  of  Taxing  Railroads. 

Connecticut's  plan  of  taxing  steam  and  street  railroads  is 
unique.  It  will  be  remembered  that  in  estimating  the  taxable 
value  of  railway  property  in  the  State  the  indebtedness  of  ^  the 
railway  is  included.  It  is  obvious  that  debts  are  not  property 
in  the  hands  of  the  debtor.*  Connecticut  could  not,  therefore, 
lawfully  tax  her  railways  directly  on  their  foreign-held  bonds 
per  se.  The  statute,  however, '^  states  that  bonds  and  other 
indebtedness  shall  be  included  as  part  of  **  the  measure  and  value 
of  such  railroad,  its  rights,  franchises,  and  property  in  this  State 
for  purposes  of  taxation;"  that  is  to  say,  the  bonds  and  indebt- 
edness are  regarded  as  evidences  of  assets  invested  in  railroad 
property.  There  are  decisions,  both  by  the  Supreme  Court  of  the 
United  States  and  by  the  supreme  court  of  Connecticut,  explicitly 
sanctioning  this  method  of  getting  at  the  value  of  the  property. 
In  the  State  (Illinois)  Railroad  Tax  Cases, ^  it  was  held  by  the 
Supreme  Coiut  of  the  United  States  that  the  taxation  of  railroad 
companies  diflferently  from  individuals  does  not  violate  any  pro- 
vision of  the  Constitution  of  Illinois  or  of  the  United  States;  and 
it  was  said  that  a  rule  which   ascertains   the  value  of   railroad 


«  See,  under  "Comments,"  heading  "Corporate  excess  of  manufacturing  and  mer- 
cantile corporations,"  p.  147,  infra. 

'^See  the  discussion  in  the  introduction,  supra,  p.  17,  and  in  the  rcj)(>rt  as  to 
Massachusetts,  supra,  p.  100. 

See  also  State  Tax  on  Foreign-Held  Bonds,  15  Wall.,  3(k),  320  (1872);  Kirtland  v. 
Hotchkiss,  100  U.  S.,  491,  498  (1879). 

«  Rev.  Stats.,  sec.  2424. 

^^2  U.  S.,  604, 405,  610  (1875). 
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property  by  adding  the  value  of  the  debt  to  the  value  of  capital 
stock  as  the  basis  of  assessment  (the  tangible  property  being 
exempt  from  taxation)  is  probably  as  fair  as  any  other.  Since, 
therefore,  there  is  no  federal  objection  to  the  addition  of  indebted- 
ness to  stock  as  a  means  of  valuing  railway  property,  the  validity 
of  such  a  system  in  Connecticut  is  left  to  the  state  courts,  and 
there  the  system  is  upheld.  In  Connecticut  v.  Housatonic  R.  R. 
Co.,*  Park,  C.  J.,  says: 

"It  is  manifest  that  the  debts  of  a  company  must  be  considered  in 
ascertaining  the  value  of  its  capital  stock,  for  such  debts  must  be  paid 
out  of  the  property  of  the  company,  and  the  capital  stock  takes  its 
value  from  what  remains  of  the  property  after  the  payment  of  such 
debts.  Thus,  if  a  company  has  a  capital  stock  to  the  amount  of 
$1,000,000,  and  is  indebted  to  the  same  amount,  and  has  property  of 
the  value  of  only  $1,000,000,  the  stock  of  the  company  would  be  worth- 
less, for  its  debts  would  require  the  entire  property  of  the  company  to 
pay  them.  But  if  the  stock  of  a  company  with  such  a  capital  should 
be  found  to  be  worth  50  cents  on  the  dollar,  then  the  property  of  the 
company  must  be  worth  $1,500,000,  for  in  that  case  $500,000  worth  of 
property  would  remain  after  the  debts  had  been  paid,  and  this  would 
be  applied  on  the  capital  stock,  and  would  be  sufficient  to  pay  to  the 
extent  of  one-half,  or  50  cents  on  each  dollar  of  the  stock.*' 

Another  decision  holds  that  such  taxation  is  a  tax  on  property.** 
Bonds  of  a  railroad  company  operating  in  the  State  are  exempt 
in  the  hands  of  the  holders.  The  system,  therefore,  is  aimed  at 
getting  at  the  value  of  railroad  property.  The  United  States 
Industrial  Commission *"  reports  that  the  method  "is  practically  a 
fair  average  as  regards  taxes  paid  by  other  interests,  and  what 
it  would  pay  if  assessed  proportionately  in  each  taxing  district 
through  which  its  line  passes.  It  appears  to  be  generally  regarded 
in  the  State  as  a  just  system.'* 

Car  Companies. 

Apparently  no  tax  is  collected  from  palace  cars  either  by  the 
State  or  locally,  except  in  so  far  as  such  cars  in  the  State  are 
owned  by  the  New  York,  New  Haven  and  Hartford  Railroad  Com- 
pany, and  thus  taxed  as  a  part  of  its  whole  property. 


Valuations   by   Taxing   Officials — Manufacturing   and   Mercantile 
Corporations. 

Although  the  law  requires  that  all  property  shall  be  assessed  at 
its  true  value,  the  Connecticut  tax  commissioner  stated  in  Feb- 


048  Conn.,  53  (1880). 

&  Nichols  V.  N.  H.  and  Northampton  Co.,  42  Conn.,  103,  119  (1875). 

c  Vol.  XI,  part  VIl,  p.  32. 
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ruary,  1909,  that  the  general  property  valuation  all  over  Connec- 
ticut is  about  two-thirds  of  the  real  value  and  that  there  is  great 
inequality,  from  a  maximum  value  of  alleged  100  per  cent  to  as 
low  as  15  per  cent.  In  Hartford  the  rule  is  to  assess  property  at 
three-foiulhs  of  its  real  value.  Hartford's  tax  rate  in  1908  was 
$18  on  a  thousand  for  the  city  as  a  whole  plus  an  average  of  $5 
on  a  thousand  for  Hartford's  nine  school  districts.  The  New 
Haven  assessors  claim  to  assess  the  full  value  of  the  property. 
New  Haven's  tax  rate  in  1908  was  $14.75  on  a  thousand. 

Undervaluation  is  especially  the  rule  in  the  assessment  of  prop- 
erty of  manufacturing  and  mercantile  corporations.  Hon.  Wil- 
liam H.  Corbin,  the  Tax  Commissioner,  says: 

"This  practice  of  undervaluation,  contrary  to  the  statutes,  has  prevailed 
for  many  years,  brought  about  apparently  by  a  desire  to  encourage  the 
development  of  the  business  of  such  corporations.  Thus  from  the  infor- 
mation available  it  seems  to  be  true  that  such  corporations  are  not  taxed 
even  on  their  tangible  property  so  nearly  in  accordance  with  their  actual 
holdings  or  with  the  proper  basis  of  the  valuation  as  defined  in  the  stat- 
utes as  are  individuals  engaged  in  similar  business,  farmers,  and  the 
smaller  property  holders." ° 

In  assessing  the  property  of  a  large  manufacturing  or  mercantile 
corporation  the  assessors  are  compelled  to  rely  largely  on  the  oral 
and  written  statements  of  the  officers  of  the  corporations.  The 
bills  receivable  are  usually  taken  into  consideration  in  getting  at 
the  average  amount  of  goods  on  hand  during  the  year.  Unques- 
tionably, even  where  an  attempt  is  made  to  assess  property  at  its 
full  value,  there  is  still  much  undervaluation  of  the  property  of  a 
manufacturing  or  mercantile  corporation  principally  because  an 
assessor  can  not  be  an  expert  in  judging  the  average  amount  of 
stock  on  hand.  And  of  course  the  ''corporate  excess"  is  missed 
entirely,  because  the  assessor  has  no  authority  to  include  it. 

One  of  the  methods  suggested  for  overcoming  inequalities  of 
assessment,  where  the  assessor  is  especially  at  fault,  is  publicity. 
On  this  point  Tax  Commissioner  Corbin  says: 

**A  method  which  would  greatly  help  in  overcoming  these  inequalities 
would  be  the  annual  publication  of  the  property  values,  arranged  by 
streets  and  numbers,  giving  the  front  foot  and  land  value  in  one  column, 
and  in  another  column  the  value  of  the  land  with  improvements,  which 
would  include  the  buildings.  *  *  *  This  would  undoubtedly  be  one 
of  the  most  efficient  methods  of  automatically  overcoming  inequalities 
that  could  be  adopted."'' 


"Address  on   March   10,  1909,  before  the  Farmers'  Association  of  the  General 
Assembly  of  Connecticut. 

&  Address  at  Toipngton,  Conn.,  on  February  9,  1909. 
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Valuations  by  Taxing  OfSicials — Railroads. 

With  railroads,  not  the  assessors  but  the  State  Board  of  Equali- 
zation find  difficulties  in  assessing  the  taxable  value.  In  his 
report  for  1908  Tax  Commissioner  Corbin  says: 

"  In  determining  *  *  *  the  proportion  of  the  total  valuation  based 
on  the  length  of  the  road  within  and  without  the  State  the  practice  is  to 
consider  the  trunk  line  in  this  State  as  that  of  a  single  track  only.  This 
allows  one  mile  of  single  track  outside  of  the  State  of  Connecticut  to  offset 
one  mile  of  two,  three,  or  even  four  track  road,  a  part  of  the  trunk  line 
in  this  State. 

"A  fairer  method  of  determining  the  fractional  proportion  would  seem 
to  justify  a  definite  amendment  to  the  statutes  providing  that  the  frac- 
tional proportion  for  taxation  purposes  should  be  determined  by  the 
aggregate  length  of  tracks  comprising  the  main-line  trackage  of  the  road 
within  the  State  of  Connecticut  compared  with  the  total  length  of  such 
trackage  within  and  without  the  State. 

*'Such  an  amendment  would  adapt  the  present  statute  to  the  modem 
condition  of  several  tracks  and  be  more  nearly  equal  to  an  ad  valorem 
tax,  of  which  our  present  method  takes  the  place." 

The  CommissioneMHen  refers  to  that  part  of  the  statute  pro- 
viding that  branch  roads  in  the  State  whose  value  per  mile  is  less 
than  one-fourth  the  average  value  per  mile  of  the  trunk  road  shall 
not  be  included  in  the  main-line  valuations,  but  shall  pay  i  per 
cent  on  their  determined  value,  and  continues  thus: 

"This  part  of  the  statute  is  very  difficult  for  the  board  of  equalization 
to  intelligently  execute,  because  of  the  lack  of  any  definite  basis  for  deter- 
mining the  average  value  per  mile  of  the  trunk  road. 

"In  the  interest  of  clearness  and  an  intelligent  application  of  the  stat- 
utes, an  amendment  seems  desirable  which  would  define  the  method  of 
computing  such  average  value  either  by  formula  or  otherwise.  At  pres- 
ent, considering  the  fact  that  the  board  of  equalization  is  not  expected 
to  be  composed  of  railroad  experts  and  is  frequently  changeable  in  its 
membership,  it  is  quite  difficult  for  the  board  to  determine  such  average 
value  by  any  definite  act  of  its  own." 

A  bill  has  been  introduced  in  the  January,  1909,  session  of  the 
legislature  containing  the  amendments  recommended,  the  amend- 
ment as  to  trackage  in  the  State  being  precisely  as  above  sug- 
gested, and  the  amendment  as  to  average  value  per  mile  of 
trunk  road  being  as  follows: 

"And  said  board  shall  determine  the  average  value  per  mile  of  the  trunk 
road  by  dividing  the  total  taxable  value  of  the  trunk  road  by  the  whole 
length  of  said  road." 

The  total  taxable  value  of  the  main  line  of  the  New  York, 
New  Haven  and  Hartford  Railroad  Company  for  the  year  1908, 
as  determined  by  the  Connecticut  Board  of  Equalization,  from 
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reports  received  from  the  company,  is  $190,464,184.11.  The  por- 
tion of  the  main  line  in  Connecticut  was  valued  at  $105,881,104.43 
and  the  total  taxable  value  of  the  road  in  Connecticut,  including 
branches,  was  $141,444,193.43. 

Nontaxation  of  Telephone  Wires  Starting  or  Ending  in  the  State. 
The  Tax  Commissioner,  in  said  1908  report,  also  says: 

"Section  2438,  providing  for  the  taxation  ot  telephone  companies,  does 
not  include  the  miles  of  wire  which  are  used  in  long  distances  from  places 
in  this  State  to  places  out  of  this  State,  or  vice  versa.  Only  such  wires 
as  are  used  fot  the  transmission  of  messages  from  a  place  in  another  State 
across  any  ix)rtion  of  this  State  to  a  place  in  another  State  are  now 
taxable. 

"Telegraph  wires,  however,  used  for  telegraphic  messages  between  any 
two  places  whatsoever  are  taxable,  and  telephone  wires  used  for  service 
between  places  in  this  State  are  included  in  the  transmitter  tax. 

"  To  be  consistent,  therefore,  long-distance  wires  used  for  telephonic  mes- 
sages between  places  in  this  State  to  any  places  outside  of  this  State 
should  also  be  taxable. 

"This  would  in  no  way  affect  the  transmittel^^,  but  would  cause  to 
be  taxed  wires  of  the  long  distance  company,  whicn  now  escape  all  taxa- 
tion in  this  State."  « 

A  bill  carrying  out  this  recommendation  was  introduced  in  Feb- 
ruary, 1909,  in  the  Connecticut  legislature. 

No  State  General  Property  Tax. 

The  legislature  may  impose  a  state  tax,^  but  this  has  not  been 
done  since  1889.  In  that  year  the  legislature  passed  a  special 
resolution  authorizing  the  State  Treasurer  to  suspend  the  state 
tax,*^  which  was  done  in  1890.  This  suspension  still  holds.  In 
the  spring  session  of  1909,  however,  bills  have  been  introduced  to 
impose  again  a  state  tax  of  one  mill  and  one-half  mill,  respectively, 
on  the  grand  list. 

In  his  report  for  the  year  ended  September  30,  1908,  the  State 
Treasurer  says: 

"  I  also  recommend  a  state  tax  on  the  towns  of  half  a  mill  on  the  dollar, 
and  would  advise  that  this  revenue  be  used  exclusively  in  paying  the 
present  and  prospective  debt  of  the  State.  "<* 

Tax  Commissioner  Corbin  *  gives  the  principal  arguments  for  and 
against  a  state  general  property  tax,  and  includes  an  explanation 

opp.  25, 26. 

fr  Rev.  Stats.,  sec.  2378. 

^  Special  laws  of  1889,  House  joint  resolution  No.  379. 

rfP.  7. 

^Address  on  March  10,  1909. 
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of  the  Oregon  **apportionment-by-expenditure"  method,  whereby 
the  amount  to  be  assessed  for  state  purposes  would  be  imposed 
on  each  town  on  the  basis  of  the  total  expenditure.  The  Tax  Com- 
missioner also  says : 

"The  general  property  tax  is  used  to  supply  some  revenues  for  state 
purposes  in  all  the  vStates  and  Territories  except  Connecticut,  Delaware, 
Indian  Territory  (now  Oklahoma) ,  New  York,  Pennsylvania,  and  Alaska. "  " 

"  Chose-in-Action  "  Tax. 

This  attempt  by  Connecticut  to  induce  a  return  for  taxation  of 
that  class  of  property  which  is  so  generally  concealed  by  the  holders 
thereof  throughout  the  United  States,  namely,  intangible  property, 
such  as  national-bank  deposits,  securities,  and  net  credits,  is 
unique.  The  deputy  state  treasurer  of  Connecticut  said  in  Feb- 
ruary, 1909,  that  this  tax  was  the  only  one  of  the  kind  in  the  coun- 
try. This  officer  stated  that  imdoubtedly  a  much  larger  amount 
was  paid  on  this  kind  of  property  under  this  low  uniform  rate  than 
would  have  been  paid  imder  the  local  property  rate,  but  that  the 
receipts  should  be  at  least  three  times  what  they  are.  The  State 
Treasurer's  report''  for  the  year  ended  September  30,  1908,  shows 
that  the  receipts  are  increasing  every  year. 

The  Tax  Commissioner  says  that  there  are  few,  if  any,  registra- 
tions under  the  chose-in-action  tax  provision  by  manufacturing 
and  mercantile  corporations. 

Bank  depositors  also  take  advantage  of  the  chose-in-action  tax 
provision.  The  practice  is  to  get  a  certificate  of  deposit  from  the 
bank,  and  to  mail  or  bring  that  to  the  state  treasurer,  and  ask  to 
be  taxed  on  such  certificate  at  the  4-mill  rate;  and  this  is  allowed. 
In  fact,  a  certificate  issued  by  the  state  treasurer  states  that  '*  cer- 
tificates of  deposit  are  liable  to  this  tax,  and  money  in  banks  can 
be  taxed  in  this  way  when  certificates  are  secured." 

The  Tax  Commissioner  in  his  report  for  1908  recommends  an 
amendment  to  the  Revised  Statutes,  section  2325,  requiring  the 
name  of  the  owner  of  a  chose  in  action  to  be  registered  with  the 
state  treasurer,  and  providing  for  the  distribution  of  the .  tax  in  a 
manner  similar  to  the  tax  on  stocks  of  banks,  insurance,  etc.,  com- 
panies.    He  says : "" 

"The  tax  on  choses  in  action,  now  paid  to  the  state  treasurer,  should  be 
returned  to  the  towns  where  the  property  is  owned,  in  the  same  manner 
as  the  tax  on  stocks  of  banks  and  other  investment  companies. 


o  Address  on  March  10,  1909.  b  At  p.  46,  c  At  pp.  24-25 
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"The  present  statute  requires  the  treasurer  to  register  such  choses  in 
action  in  the  name  **of  the  party  presenting  the  same,"  and  to  send  to 
the  town  clerk  the  details  of  such  registry,  with  the  name  of  the  person 
residing  in  such  town  who  presented  the  same.  The  result  is  that  a  trust 
company,  or  a  similar  institution,  can  register  in  their  name  bonds,  notes, 
etc.,  belonging  to  various  individuals  to  large  amounts,  and  the  name  of 
the  owner  is  not  disclosed.  The  notification  to  the  town  clerk  is  there- 
fore of  little  help  to  assessors." 

''  Corporate  Excess  "  of  Manufacturing  and  Mercantile  Corporations. 

It  has  been  shown  that  the  law  provides  for  taxing  manufactur- 
ing and  mercantile  corporations  in  the  same  manner  as  an  indi- 
vidual— ^that  is,  locally  on  their  real  and  personal  property — while 
their  stockholders  are  exempt  from  taxation  on  their  holdings. 
"Corporate  excess,"  therefore,  is  not  taxed. 

Tax  Commissioner  Corbin  has  presented  to  the  general  assembly 
a  plan  for  the  taxation  of  this  "corporate  excess"  as  a  means  of 
raising  a  much-needed  increased  state  revenue.  In  an  address 
before  the  Farmers'  Association  of  the  General  Assembly  on  March 
lo,  1909,  he  says: 

"The  value  of  the  shares  of  the  capital  stock  and  the  indebtedness  rep- 
resents the  fair  value  of  the  property,  tangible  and  intangible,  of  every 
solvent  corporation."    *    *    * 

"When  a  corporation  is  taxed  on  its  property  in  the  same  manner  as 
individuals,  the  aggregate  value  of  the  various  assessment  schedules  may 
fall  far  below  the  value  of  the  entire  business  plant  or  enterprise  of  such 
corporation  considered  as  a  unit,  and  measured  by  the  aggregate  value 
of  its  bonds  and  shares  of  stock.  On  the  theory  that  every  element  or 
factor  which  gives  to  a  corporation  a  value  for  income  or  sale,  should 
be  considered  in  fixing  the  taxable  value,  this  unassessed  residuum  may 
be  reached  by  a  tax  which  is  generally  termed  the  tax  on  'corporate 
excess.* 

"The  difference  therefore  between  the  market  value  of  the  shares  of 

the  corporation  plus  its  bonded  indebtedness  and  the  value  of  its  real 

and  personal  property  is  usually  referred  to  as  its  'corporate  excess.^ 
«    *    4: 

"The  most  approved  method  seems  to  be  a  tax  of  a  small  percentage 
of  the  fair  market  value  of  the  shares  of  the  capital  stock  and  bonds  of 
such  corporations  as  are  not  otherwise  taxed,  on  the  amount  remaining 
after  deducting  from  such  total  valuation  the  assessed  value  of  their 
real  and  personal  estate  as  determined  by  the  local  assessors  together 
with  a  proper  deduction  for  the  value  of  property  outside  of  the  juris- 
diction of  the  State.    *    *    * 

"A  list  of  eighteen  corporations  of  this  State,  selected  at  random, 
nearly  all  from  two  cities,  show  the  bid  value  of  the  stock  as  given  by 
the  local  brokers  on  October  i,  1908,  as  $35,862,250,  while  the  assessed 
valuation  of  these  same  corporations  by  the  local  assessors  was  $12,- 
746,361.  This  shows  a  'corporate  excess'  valuation  of  over  $23,000,000, 
not  including  any  bonded  indebtedness.  The  aggregate  of  such  excess 
valuation  of  all  similar  corporations  throughout  the  State  which  now 
escapes  taxation  must  be  very  large.    *    *    * 

79349—09 1 1 
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**  A  law  taxing  the  corporate  excess  should  apply,  in  brief,  to  all  corpora- 
tions organized  under  general  or  special  laws  of  this  or  any  other  State 
for  the  purpose  of  business  or  profit,  and  doing  business  in  this  State, 
*  *  *  except  those  corporations  which  are  otherwise  taxable  under 
the  provisions  of  any  other  statutes  of  this  State.  *  *  *  The  board 
of  equalization  should  determine  the  fair  value  of  the  total  capital  stock 
and  the  indebtedness.  From  this  total  amount  should  be  deducted  the 
assessed  valuation  of  the.  real  and  personal  property,  also  any  securities 
exempt  from  taxation  in  this  State,  and  the  value  of  any  property  located 
in  another  State,  and  subject  to  taxation  therein.  The  amount  remain- 
ing after  such  deductions,  which  is  known  as  the  'corporate  excess,' 
would  be  subject  to  whatever  tax  rate  might  be  determined.  Foreign 
corporations  doing  business  in  this  State  should  be  subject  to  the  same 
tax  rate  on  the  proportion  of  their  capital  stock  and  indebtedness 
which  the  total  business  done  in  this  State  bears  to  their  total  business 
wherever  transacted,  with  a  proper  deduction  for  real  and  personal  prop- 
erty taxed  here  locally.     *    *    * 

"Such  a  law  in  general  would  place  the  taxation  of  these  corporations 
on  a  basis  similar  to  that  of  the  railroads,  banks,  insurance,  trust,  and 
investment  companies;  would  undoubtedly  make  the  basis  of  assessed 
valuation  in  the  different  towns  more  uniform;  would  distribute  more 
evenly  the  burden  on  those  able  to  pay;  *  *  *  and  would  appear 
to  supply  without  hardship  a  largely  increased  state  revenue."    *    *     * 

A  bill  (House  bill  No.  564)  in  accordance  with  Mr.  Corbin's  rec- 
ommendations was  introduced  in  the  general  assembly  in  Febru- 
ary, 1909.  Concerning  this  bill  Mr.  Corbin  says,  in  the  above- 
mentioned  address: 

'  *  The  bill  before  your  honorable  body  *  *  *  was  drawn  on  request . 
It  follows  almost  entirely  the  Massachusetts  law.  only  less  radical  in 
some  features.  There  the  duty  of  determining  the  value  of  the  shares 
of  stock  rests  entirely  with  the  tax  commissioner.  This  bill  provides 
that  the  board  of  equalization  shall  decide  such  value.  The  tax  com- 
missioner stated  in  a  letter  of  April  20,  1909,  that  *it  is  practically 
decided  that  a  substitute  bill  will  be  offered  by  all  interests  concerned, 
providing  for  the  election  of  a  committee  of  inquiry  to  investigate  the 
sources  of  revenue,  *  *  *  and  to  report  to  the  next  general 
assembly.' " 

Evidently  the  problem  of  how  to  tax  corporations  fairly  and  yet 
effectively  is  receiving  much  attention  in  Connecticut. 

Historical. 

The  beginning  of  the  special  taxation  of  corporations  by  the 
State  can  be  fixed  about  1851,  when  a  special  tax  was  laid  on  cer- 
tain financial  corporations,  including  insurance  companies  with 
capital  stock.  In  1864  a  special  tax  was  put  on  railroad  com- 
panies; in  1865,  on  express,  telegraph,  and  telephone  companies; 
and  in  1869,  on  mutual  fire  and  life  insurance  companies. 
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The  report  of  the  special  commissioners  on  the  subject  of  taxa- 
tion in  1868  recommends  against  an  extension  of  state  special  tax- 
ation, agreeing  with  a  contemporary  report  by  the  Comptroller  of 
the  State  of  New  York,  that  such  a  field  is  already  occupied  by 
the  National  Government. 

Such  extension  of  state  indirect  taxation  has  been  gradually 
made,  however,  and,  as  set  forth  elsewhere  herein,  the  inclusion  of 
manufacturing  and  mercantile  corporations  in  the  list  of  interests 
specially  taxed  by  the  State  has  been  strongly  recommended. 

The  office  of  State  Tax  Commissioner  was  created  in  1901. 

Bibliography. 

The  following  is  a  list  of  the  publications,  in  addition  to  the  con- 
stitution, statutes,  and  court  reports,  of  value  in  the  study  of 
corporate  taxation  in  Connecticut: 

Biennial  Report  of  the  Tax  Commissioner,  1908. 

Report  of  the  Treasurer  for  the  Year  ended  September  30,  1908. 

Report  of  the  Comptroller  to  the  Governor  for  the  Year  ended  Sep- 
tember 30,  1908. 

Information  Relative  to  the  Assessment  and  Collection  of  Taxes,  1908. 

Report  of  the  Commission  on  Public  Service  Corporations  to  the  Gen- 
eral Assembly,  January  Session,  1909. 

Quadrennial  Report  of  Indebtedness  and  Expenditures  of  Municipali- 
ties, 1908. 

Charter  and  Revised  Ordinances,  City  of  Hartford,  Conn.,  to  January  i , 
1884. 

Charter  and  Revised  Ordinances,  City  of  Hartford,  Conn.,  from  Octo- 
ber I,  1907,  to  May  I,  1908. 

Annual  Report  of  the  City  Controller  of  the  City  of  Hartford,  Conn., 
for  the  Fiscal  Year  ended  March  31,  1908. 

History  of  Taxation  in  Connecticut,  F.  R.  Jones,  Johns  Hopkins  Series 
(14th),  VIII. 

Tax  Commission  Reports  to  General  Assembly  in  1868, 1881,  1884,  1886, 
and  1887. 

Address  of  Tax  Commissioner  Corbin  before  the  Farmers'  Association 
of  the  Legislature,  on  March  10,  1909. 
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LETTERS  OF  TRANSMITTAL. 


Department  of  Commerce  and  Labor, 

Office  of  the  Secretary, 

Washington,  June  6,  ipio. 

Sir:  I  have  the  honor  to  transmit  herewith  Part  II  of  a  Report 

of  the  Commissioner  of  Corporations  on  Taxation  of  Corporations, 

said  part  dealing  with  the  systems  of  corporate  taxation  in  the 

States  of  New  York,  New  Jersey,  Pennsylvania,  Delaware,  and 

Maryland,  and  in  the  District  of  Columbia. 

Very  respectfully, 

Chari^es  Nagel, 

Secretary, 
The  President. 


Department  of  Commerce  and  Labor, 

Bureau  of  Corporations, 

Washington f  June  6,  igio. 

Sir:  I  have  the  honor  to  transmit  herewith  Part  II  of  a  Report 

on  Taxation  of  Corporations,  made  to  the  President  under  your 

direction,  and  in  accordance  with  the  law  creating  the  Bureau  of 

Corporations.     This  part   deals   with  the  systems  of  corporate 

taxation  in  the  States  of  New  York,  New  Jersey,  Pennsylvania, 

Delaware,  and  Maryland,  and  in  the  District  of  Columbia. 

I    desire    to   mention   as    especially   contributing,    under   my 

direction,  to  the  preparation  of  this  report,  my  assistant  Mr.  M. 

Markham  Flannery. 

Very  respectfully, 

Herbert  Knox  Smith, 

Cotntnisstoner, 
To  Hon.  Charges  Nagei,, 

Secretary  of  Commerce  and  Labor, 
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Department  op  Commerce  and  Labor, 

Bureau  of  Corporations, 

Washington,  June  6,  igio. 
Sir  :  I  have  the  honor  to  submit  herewith  Part  II  of  the  Report 
on  State  Taxation  of  Manufacturing,  Mercantile,  Transportation, 
and  Transmission  Corporations. 

Part  I  of  this  report  covered  New  England.  Part  II  now  deals 
with  the  Middle  Atlantic  States  and  the  District  of  Columbia. 
Additional  parts  may  be  prepared  later.  The  need  for  such  work 
is  well  indicated  by  a  resolution  passed  by  the  International 
Tax  Association  Conference  in  1909,  as  follows: 

*' Resolved,  That  this  conference  commends  the  recent  compila- 
tion by  the  United  States  Bureau  of  Corporations  of  state  laws 
relating  to  corporate  taxation,  and  urges  the  early  publication  of 
similar  compilations  of  laws  of  other  States  and  Territories  relat- 
ing to  the  same  subject.'* 

The  report  is  a  digest  of  corporate  tax  laws,  with  administrative 
methods  and  financial  results  studied  on  the  spot,  and  its  form 
compares  the  various  systems  practically.  This  Part  covers  the 
most  important  field,  probably,  of  corporate  activity,  and  the 
States  where  most  of  our  largest  companies  are  chartered. 

There  is  shown  here  a  marked  tendency  toward  (a)  separate 
sources  of  state  and  local  taxation,  (6)  centralized  administration, 
and  (c)  elimination  of  double  taxation. 

New  Jersey  derives  92  per  cent  of  its  total  state-tax  revenue 
from  corporations;  Pennsylvania,  72  per  cent;  Delaware,  62  per 
cent;  New  York  and  Maryland,  32  per  cent;  and  the  District  of 
Columbia,  16  per  cent.  Also,  in  the  first  four  States  the  balance 
of  the  state  revenues  is  chiefly  from  other  special  sources  not 
subject  to  local  taxation. 
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Certain  States  assess,  apportion,  or  collect  certain  local  taxes. 
New  York  and  New  Jersey  assess  certain  special  franchises  or 
specified  property  for  local  taxation. 

Maryland's  constitution  prohibits  double  taxation,  and  in  the 
rest  of  this  group  there  is  a  similar  trend  of  legislation.  Where 
the  corporation  is  taxed  by  the  State,  its  shares  of  stock  are  exempt 
in  the  hands  of  stockholders. 

The  taxation  of  individuals  is  practically  the  same  in  the  New 
England  group  and  in  this  group.  Corporate  taxation  varies  with 
each  State. 

Four  States — New  York,  New  Jersey,  Pennsylvania,  and  Dela- 
ware— ^have  substantial  capital-stock  taxes.  Pennsylvania's  is 
the  largest,  about  $9,900,000;  New  Jersey's  is  the  most  complete. 
New  Jersey,  by  the  attraction  of  its  broad  incorporation  laws, 
derives  35  per  cent  of  the  total  state  taxes  from  this  one  source, 
assessed  in  1909  to  over  1 1 ,000  corporations,  largely  doing  business 
elsewhere.  New  York's  statute  is  decidedly  complex;  its  rate  is 
graded  according  to  market  prices  of  stock,  dividends  paid,  and 
financial  solvency. 

The  capital-stock  tax  is  usually,  in  legal  view,  a  tax  on  franchise, 
measured  by  assets,  except  in  New  Jersey  and  Delaware,  where  it 
is  measured  by  par  value  of  stock.  But  nowhere  in  this  group  is 
there  anything  corresponding  practically  to  the  *'  corporate  excess  " 
tax  of  Massachusetts. 

Gross-receipts  tax  on  public-service  companies  appears  promi- 
nently throughout  this  group. 

The  inheritance  tax  is  important  only  in  New  York  (24  per  cent 
of  state  taxes)  and  Pennsylvania  (7  per  cent). 

Delaware  is  unusual  in  having  a  number  of  tax  laws  practically 
inoperative,  either  because  no  corporations  come  within  their 
scope  or  because  of  the  fact  that  all  railroads  are  allowed  to 
commute  by  paying  fixed  lump  sums. 

New  York  and  New  Jersey  are  unusual  in  assessing,  for  local 
taxation,  special  franchises,  i.  e.,  the  right  to  use  of  highways,  etc. 

The  District  of  Columbia  is  conspicuous  in  having  a  minimmn  of 
special  corporation  taxes  and  in  securing  its  tax  receipts  almost 
wholly  from  a  general  property  tax,  which  produces  nearly  79 
per  cent  of  the  District's  tax  revenue.  Maryland  is  next,  with  37 
per  cent  from  the  general  property  tax. 

Manufacturing  is  favored ;  such  companies  are  exempt  from  state 
taxation  in  Pennsylvania,  and  also  in  New  York,  New  Jersey,  and 
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Delaware  if  conducting  their  business  principally  within  the  State. 
In  Maryland  they  are  subject  to  the  capital-stock  tax. 

In  this  entire  group,  as  in  New  England,  railroads  and  financial 
corporations  are  among  the  heaviest  taxpayers,  though  perhaps 
not  to  such  a  degree  as  in  New  England. 

The  subject  covered  by  Part  II  is  presented  as  of  January  i, 
1 910. 

Respectfully,  Herbert  EInox  Smith, 

Commissioner  of  Corporations. 

The  President. 


TAXATION  OF  CORPORATIONS  IN  THE  MIDDLE 

ATLANTIC  STATES. 


INTRODUCTION. 

Purpose. 

The  purpose  of  this  report,  as  already  explained  in  the  intro- 
duction to  the  part  dealing  with  New  England  (Part  I),  is  to 
describe  the  methods  whereby  the  several  States  tax  manufac- 
turing, mercantile,  transportation,  and  transmission  corporations, 
and  the  securities  issued  by  them. 

Plan. 

In  this  Part,  as  in  the  preceding  one,  each  State  is  treated 
separately,  and  the  material  as  to  each  State  is  presented  in  four 
subdivisions.  The  first  subdivision  gives  a  general  view  of  the 
State's  system  of  corporate  taxation.  The  second  subdivision 
gives  the  details  of  the  constitution  and  statutes,  with  footnotes 
presenting  the  principal  decisions  of  the  courts.  The  third  sub- 
division gives  the  financial  results.  The  fourth  subdivision  gives 
comments,  frequently  contains  historical  matter  and  extracts 
from  reports  of  state  commissions,  and  sometimes  alludes  to  the 
systems  of  other  States,  but  seldom  enters  into  the  region  of 
criticism,  either  hostile  or  friendly,  since  the  present  purpose  of 
the  report  is  not  argument  but  exposition. 

Sources  of  Infonnation. 

The  first  preparation  for  the  description  of  the  system  of  each 
State  has  been  a  study  of  the  constitution  and  statutes  and  of  the 
public  documents  containing  figures  and  recommendations.  Yet 
it  has  been  thoroughly  appreciated  that  a  State's  system  of  taxa- 
tion often  differs  in  practice  from  what  the  printed  matter  would 
lead  one  to  expect.  Consequently,  in  each  instance  an  examina- 
tion has  been  made  on  the  spot,  and  state  officials  have  been  inter- 
viewed, with  the  result  that  the  trustworthiness  of  the  statements 
here  presented  has  been  materially  increased. 
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General  Restilts. 

The  general  results  of  the  study  of  corporate  taxation  as  far 
as  it  has  been  carried  by  the  Bureau — that  is  to  say,  in  New 
England  and  the  Middle  Atlantic  States — are  these: 

(i)  Each  State  has  a  system  of  its  own,  and  as  yet  there  is  no 
marked  tendency  toward  uniformity. 

(2)  No  State  at  present  treats  all  corporations  in  exactly  the 
same  way,  and  as  between  the  several  sorts  of  corporations  the 
tendency  still  seems  to  be  toward  further  diflFerentiation. 

(3)  In  most  of  the  States  changes  are  so  frequent  as  to  indicate 
that  as  yet  a  satisfactory  and  ultimate  method  has  not  been 
discovered. 

(4)  The  income  from  corporate  taxation  is  ahnost  invariably 
increasing,  partly  because  of  increase  in  the  number  and  size  of 
corporations  and  partly  because  of  changes  in  methods  of  taxation. 

(5)  There  is  a  tendency  toward  separating  sources  of  local 
revenue  from  sources  of  state  revenue,  and  the  taxation  of  cor- 
porations tends  to  become  a  source  of  state  revenue  only,  with 
the  exception  that  corporation  lands,  other  than  rights  of  way, 
are  still  usually  taxed  like  the  lands  of  individuals. 

(6)  The  taxation  of  corporations  is  chiefly  administered  by 
state  officials. 

From  these  results  it  is  safe  to  infer  that  each  State  would 
probably  gain  something  by  studying  the  systems  of  other  States. 

Features  of  Corporate  Taxation  in  the  Middle  Atlantic  States. 

A  comparison  of  the  systems  of  corporate  taxation  in  the  Middle 
Atlantic  States  with  the  systems  fotmd  in  the  New  England  States 
discloses  the  following  points: 

(i)  In  New  York,  New  Jersey,  and  Pennsylvania  there  is 
distinct  leniency  toward  manufacturing  carried  on  within  the  State. 

(2)  In  Delaware  there  are  provisions  whereby  each  railroad 
pays  a  special  lump  sum  in  lieu  of  other  taxation. 

(3)  In  Maryland,  corporations  other  than  railroads  pay  a  tax 
on  the  value  of  the  entire  capital  stock. 

(4)  In  New  Jersey  there  is  an  annual  license  fee  or  franchise 
tax,  based  on  the  par  value  of  the  capital  stock  issued,  for  New 
Jersey  corporations  other  than  public-service  companies  and  other 
than  companies  whose  stock  is  to  the  extent  of  50  per  cent  invested 
within  the  State  in  manufacturing  or  mining,  this  annual  franchise 
tax  being  largely  paid  by  companies  doing  business  wholly  outside 
the  State  and  being  an  important  part  of  the  system  whereby  New 
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Jersey  collects  from  corporations  almost  the  whole  mcome  needed 
for  state  purposes. 

(5)  In  New  York  the  shares  of  all  corporations,  whether  organ- 
ized in  the  State  or  outside,  are  exempt  from  taxation  in  the  hands 
of  stockholders;  and  in  the  District  of  Columbia  this  exemption 
is  extended  to  bonds  also. 

(6)  In  Pennsylvania  those  bonds  and  other  securities  issued  by 
Pennsylvania  corporations  which  are  owned  by  residents  of  the 
State  are  reached  by  a  small  ''corporate-loan"  tax  collected  from 
the  corporation. 

(7)  In  New  York  there  is  a  stock-transfer  tax  on  all  sales  or 
transfers  of  stock  in  any  domestic  or  foreign  corporation. 

Choice  of  a  State  for  Incorporation  and  Business. 

It  now  remains  to  present  some  of  the  variations  of  systems  of 
corporate  taxation  in  the  light  of  the  important  practical  ques- 
tion whether  the  promoters  of  a  contemplated  corporation  find 
that  varying  tax  laws  dictate  the  State  in  which  the  corporation 
should  be  incorporated  or  should  have  its  principal  place  of  busi- 
ness. This  question  can  hardly  be  treated  otherwise  than  by 
taking  a  concrete  instance. 

General  Features  of  this  Business  Problem. 

Let  us  imagine  a  body  of  capitalists  wishing  to  establish  a  manu- 
facturing corporation.  In  what  State  would  the  tax  laws  tempt 
them  to  incorporate  ?  In  what  State  would  rthe  tax  laws  tempt 
them  to  have  their  plant?  Doubtless  many  points  not  found  in 
books  enter  into  the  decision — for  example,  the  cost  of  living,  the 
cost  of  transportation,  conditions  of  labor,  and  the  probability 
that  the  locality  will  encotu"age  the  new  enterprise  for  a  few  years 
by  exempting  it  from  taxation  or  at  least  by  enforcing  the  tax 
laws  leniently — but  the  point  to  which  attention  is  just  now 
directed  is  simply  the  consideration  based  on  the  law  of  taxation 
as  found  in  the  statute  books  and  habitually  enforced. 

Jurisdictions  Involved. 

The  practical  problem  as  to  taxation  arises  in  at  least  three 
ways;  and  the  laws  of  three  different  jurisdictions  may  have  some- 
thing to  do  with  it.  In  the  first  place,  the  capitalists  may  be 
taxed  on  shares  and  on  bonds  in  the  State  of  residence ;  in  the  sec- 
ond place,  the  corporation  may  be  taxed  in  the  State  of  incorpora- 
tion; in  the  third  place,  the  corporation's  property,  or  at  least 
part  of  it,  will  certainly  be  taxed  in  the  State  where  the  factory  is 
located. 
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Increased  Complexity  because  at  least  Fifty  Jurisdictions. 

The  problem  is  of  vast  complexity.  The  holders  of  the  corpo- 
rate securities  may  live  in  any  one  of  at  least  ^o  jurisdictions — 
including  all  the  States  and  Territories.  In  any  one  of  those  50 
jurisdictions  the  corporation  may  be  incorporated.  In  any  one 
of  those  50  jurisdictions  the  corporation  may  own  property.  The 
problem,  then,  may  take  so  many  forms  «  that  it  is  practically 
impossible  in  this  introduction  to  present  all  the  variations.  It 
will  not  even  be  practicable  to  mention  all  the  variations  obtain- 
able from  the  New  England  and  Middle  Atlantic  States.  What 
will  be  done  will  be  simply  to  present  one  practical  problem  with  a 
very  few  variations,  so  that  any  reader  may  see  how  the  promoters 
of  corporations  may  be  aflfected  by  the  varying  laws  of  taxation. 

General  Rate  of  Taxation  on  Property  Comparatively  Unimportant. 

It  might  be  imagined  that  a  point  of  vastly  greater  importance 
than  the  system  of  corporate  taxation  adopted  in  a  jurisdiction  is 
the  jurisdiction's  known  rate  of  taxation.  In  truth,  however,  this 
is  a  mistake.  A  high  rate  of  taxation  commonly  accompanies  a 
practice  of  low  valuation,  and  vice  versa,  so  that  the  actual  rate 
of  taxation  varies  from  jurisdiction  to  jurisdiction  much  less  than 
is  commonly  imagined.  The  real  diversity  in  actual  rates  is 
chiefly  a  diversity  between  city  and  country.  Hence  it  happens 
that  what  is  important  in  determining  the  place  for  incorporation 
is  first  to  determine  whether  the  business  shall  be  carried  on  in  a 
city  or  in  the  country,  and  then  to  compare  the  state  systems  of 
treating  corporations  and  the  securities  issued  by  them.  From 
city  to  city  the  diversity  in  the  tax  rates  is  really  not  great.  For 
the  purposes  of  the  present  investigation  it  is  assumed  that  the  tax 
actually  paid  upon  land  and  tangible  personal  property  for  local 
purposes  is  i^  percent,  and  for  state  and  local  purposes  2  per  cent 
upon  the  actual  value,  the  diversities  in  methods  of  assessment 
and  in  nominal  rates  of  taxation  resulting  in  approximately  these 
percentages,  which  represent  the  cost  of  the  civic  expenditure 
upon  which  urban  populations  in  these  days  insist.  Rural  popu- 
lations are  usually  content  with  less,  of  course;  but  for  the  sake 
of  this  problem  it  is  assumed  that  the  capitalists  live  in  cities  and 
that  the  projected  factory  will  also  be  placed  in  a  city,  and  that  2 
per  cent  upon  the  actual  value  is  the  rate  exacted  as  to  land  and 
other  tangible  property. 

oQne  hundred  and  twenty-five  thousand,  or  50X50X50=125,000. 
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Assumed  Financial  Details  of  the  Projected  Corporation. 

Now  let  us  suppose  that  capitalists  plan  a  corporation  which, 
when  finally  in  operation,  is  expected  to  be  described  as  follows: 


Assets. 


Land,  tnuldings.  and  machinery  ....  $1,000,000 

Materials,  supplies,  etc 500. 000 

Manufactured  goods  on  hand 500, 000 

Ca^  and  deposits aoo,  000 

Bills  and  accounts 300,  000 


Liabilities. 


Capital  stock,  fully  paid,  i>ar 5i ,  500. 000 

Bonds,     outstanding,     secured    by 

mortgage 500. 000 

Bills  and  accounts 350, 000 

Surplus 1 50. 000 


Total 3, 400,  000  il  Total a.  400,  000 


Annual  dividends,  at  6  per  cent,  $90,000.     Market  value  of  stock,  at  lao.  $1,800,000. 

Assumption  that  the  Capitalists  Live  in  the  State  of  New  York. 

Let  us  assume  that  the  capitalists  interested  in  this  corporation 
live  in  the  State  of  New  York.  Upon  their  shares  in  this  corpora- 
tion, whether  it  be  incorporated  in  that  State  or  elsewhere,  they 
pay  in  New  York  no  tax  whatever.  Upon  their  bonds,  whether 
the  corporation  be  incorporated  in  New  York  or  elsewhere,  they 
will  pay  no  taxes  provided  the  bonds  are  secured  by  a  real-estate 
mortgage  upon  New  York  property  and  the  mortgage  has  paid 
once  for  all  the  recording  tax  (which  in  this  case,  the  mortgage 
being  for  $500,000,  amounts  to  $2,500) ;  but  if  the  bonds  are  not 
secured  by  such  a  mortgage,  they  are  taxable  at  their  full  value — 
an  item  which,  as  a  matter  of  business  practice,  must  be  deemed 
of  Uttle  consequence  save  when  an  estate  is  in  the  hands  of  an 
administrator  or  of  some  other  officer  of  court. 

So  far  as  the  discussion  has  gone,  therefore,  it  is  of  no  practical 
consequence  to  these  financiers  whether  the  corporation  is  incor- 
porated in  their  own  State,  nor  in  what  State  its  plant  is  located. 

New  York  Capitalists — New  York  Incorporation — New  York  Factory. 

Yet  it  will  be  found  that  the  place  of  incorporation  and  the 
place  of  business  can  not  be  ignored.  To  begin  with,  let  us  ascer- 
tain what  taxes  will  be  paid  by  this  corporation  if  it  is  organized 
in  the  State  of  New  York  and  if  its  business  is  located  there.  By 
reason  of  doing  business  in  the  State,  the  corporation,  whether 
incorporated  there  or  elsewhere,  will  pay  the  general  property  tax, 
though  for  local  purposes  only.  In  the  instance  supposed,  this  will 
be  the  regular  tax  on  $1 ,500,000  of  property,  $900,000  having  been 
offset  by  indebtedness  and  surplus ;  and  as  the  tax  is  for  local  pur- 
poses only,  it  will  not  exceed  i>^  per  cent  on  the  full  value.     By 
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reason  of  doing  business  in  the  State,  the  corporation — wherever 
incorporated — will  be  relieved  from  paying  the  state  general  corpo- 
ration tax,  because  it  complies  with  the  condition  of  employing  40 
per  cent  of  its  capital  stock  in  manufacturing  within  the  State. 

The  total  tax,  then,  theoretically  paid  by  the  stockholders,  the 
bondholders,  and  the  corporation  itself,  if  it  be  assumed  that  the 
actual  rate  of  taxation  for  local  purposes  only  is  i  >^  per  cent  of  the 
real  value,  is  as  follows: 

Stockholders $0 

Bondholders  (in  practice) « o 

Corporation : 

General  property  tax — 

Land,  buildings,  and  machinery $15, 000 

Other  tangible  property 7,  500 

General  capital  stock  tax o 

22,500 

Total 22,  500 

New  York  Capitalists — Maine,   Massachusetts,  Connecticut^  New 
Jersey,  or  Delaware  Incorporation — New  York  Factory. 

Such  being  the  exaction  of  the  State  of  New  York  from  the  cor- 
poration and  the  holders  of  its  securities  in  case  the  corporation 
conducts  its  manufacturing  business  in  this  State  and  the  holders 
of  its  securities  reside  there,  let  us  now  ascertain  what  difference 
it  would  have  made  if  the  corporation,  though  having  its  factory 
in  New  York,  had  procured  incorporation  elsewhere.  The  bur- 
den in  New  York  would  remain  just  the  same,  as  New  York 
does  not  discriminate  in  this  matter  against  foreign  corporations. 
Yet  there  might  be  an  additional  burden  in  the  State  of  incorpo- 
ration. Let  us  imagine  that,  though  its  business  is  in  New  York 
exclusively,  the  State  where  the  company  is  incorporated  is  Maine, 
Massachusetts,  Connecticut,  New  Jersey,  or  Delaware,  and  let  us 
leave  out  of  consideration  the  initial  charter  fee.  Maine  would 
exact  an  annual  tax  on  capital  stock — in  that  State  termed  a  fran- 
chise tax — of  $125;  Massachusetts,  an  annual  **  general  corpora- 
tion tax"  of  $1,800;  Connecticut,  nothing;  New  Jersey,  an  annual 
''license  fee  or  franchise  tax  "  of  $1,500;  Delaware,  an  annual 
"license  fee  or  franchise  tax"  of  $75. 

The  result,  obviously,  is  that  New  York  capitalists  contemplating 
engaging  in  manufacturing  in  New  York  can  not,  so  far  as  the 
system  of  taxation  is  concerned,  do  better  than  incorporate  at 
home. 

a  There  is  a  recording  tax,  paid  once  for  all,  of  ^2,500  on  the  $500,000  mortgage. 
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It  should  be  noticed,  however,  that  New  York  is  more  lenient 
with  manufacturing  corporations  than  with  others.  This  is  true 
of  several  other  States,  including  Pennsylvania  and  New  Jersey. 

New   York    Capitalists — Massachusetts   Incorporation — Massa^chu- 
setts  Factory. 

Yet  how  would  this  be  in  case  New  York  capitalists  contemplate 
manufacturing  elsewhere  ?  Let  it  be  assumed  that  the  corporation 
is  to  be  incorporated  in  Massachusetts  and  is  to  transact  its  manu- 
facturing business  there.  The  stockholders  would  not  be  taxable 
in  New  York  on  their  stock ;  and  though  theoretically  the  New 
York  bondholders  would  be  taxable  in  New  York,  in  practice  this 
tax,  as  said  before,  is  evaded,  except  by  estates.  The  corporation 
itself  would  pay  to  New  York  nothing  at  all,  because  it  would  not 
be  doing  business  in  the  State  and  would  have  no  property  there. 

In  Massachusetts  the  corporation  would  pay  on  its  real  estate 
and  machinery,  and  at  the  assumed  rate  of  2  per  cent  on  actual 
value  this  tax  would  amount  to  $20,000.  On  corporate  excess,  in 
this  case  $800,000 — being  the  market  price  of  the  total  stock 
issued,  less  the  assessed  value  of  the  real  estate  and  machinery — 
it  would  pay,  at  the  average  rate  of  taxation  (see  Part  I,  p.  90), 
say,  $16,000.     The  total  would  be  about  $36,000. 

Thus  it  would  be  distinctly  to  the  advantage  of  New  York 
capitalists  to  have  their  incorporation  and  their  factory  at  home, 
rather  than  to  have  both  incorporation  and  factory  in  Massa- 
chusetts. 

If  the  company  were  incorporated  in  New  York  and  had  its 
factory  in  Massachusetts,  it  would  pay  nothing  in  New  York, 
because  not  doing  business  there,  and  it  would  pay  in  Massachu- 
setts, at  the  assumed  standard  rate  of  2  per  cent,  $40,000  on  real 
estate,  machinery,  materials,  and  merchandise  as  well,  and  also 
$300  as  an  excise  tax  (Part  I,  pp.  96-97).  Thus  the  New  York 
capitalists  would  find  it  advantageous  to  incorporate  in  Massa- 
chusetts, if  they  wished  to  have  their  factory  there. 

In  short,  the  New  York  and  Massachusetts  laws  are  so  framed 
as  to  make  it  to  the  advantage  of  New  York  capitalists  to  have 
both  incorporation  and  factory  in  New  York. 

New  York  Capitalists — Pennsylvania  Incorporation — Pennsylvania 
Factory. 

Let  it  now  be  supposed  that  the  New  York  capitalists  incorporate 
their  company  in  Pennsylvania  and  also  have  their  factory  there. 
New  York  does  not  tax  their  shares.     New  York  theoretically 
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taxes  their  bonds,  but,  as  has  been  said,  this  tax  is  really  not  paid. 
In  Pennsylvania  the  corporation  pays  for  local  purposes  the 
regular  local  rate  on  its  land,  buildings,  and  machinery — at  least 
if  the  machinery  is  aflBxed  to  the  realty — and  apparently  on  no 
other  property.  For  state  purposes  it  pays  nothing,  as  its  whole 
capital  stock  is  employed  in  manufacturing  in  the  State.  The 
result  is  more  favorable  to  New  York  capitalists  than  incorporating 
in  New  York  and  doing  business  at  home. 

Further,  the  result  is  more  favorable  to  capitalists  living  in  New 
York  than  it  would  be  to  capitalists  living  in  Philadelphia,  for, 
though  Pennsylvania  stockholders  in  a  Pennsylvania  corporation 
pay  no  tax  on  shares,  Pennsylvania  bondholders  in  a  Pennsylvania 
corporation  are  reached  by  the  corporate-loan  tax  of  $4  a  thousand 
(in  this  instance  a  total  tax  of  $2,000),  which  tax  on  bonds  is 
collectible  because  it  is  paid  directly  by  the  corporation  and  finally 
deducted,  theoretically  at  least,  from  the  interest  due  the  bond- 
holder. In  the  case  of  New  York  bondholders,  Pennsylvania  can 
not  impose  the  tax  on  corporate  loans.  The  bonds  are  theoretically 
taxable  in  New  York.  Of  course,  if  the  New  York  capitalists 
returned  their  bondholdings,  they  would  save  in  this  respect  by 
living  in  Philadelphia,  because  they  would  certainly  have  to  pay 
in  New  York  more  than  $4  on  each  thousand.  Yet,  as  the  practice 
stands,  the  New  York  capitalist  has  the  advantage  derived  from  the 
secrecy  of  his  holdings. 

Assumption  that  the  Capitalists  do  not  Live  in  New  York. 
'  Let  it  now  be  assumed  that  the  capitalists  do  not  live  in  New 
York.  It  has  just  now  been  pointed  out  that,  even  as  to  a  Penn- 
sylvania corporation  doing  business  in  Pennsylvania,  Philadelphia 
capitalists  are  at  a  disadvantage  when  compared  with  New  York 
capitalists,  for  the  reason  that  Pennsylvania  effectively  reaches  its 
resident  bondholders  in  Pennsylvania  corporations  by  its  moderate 
corporate-loan  tax.  In  the  case  of  companies  not  incorporated  in 
Pennsylvania  and  not  doing  business  there,  Philadelphia  capitalists 
have  the  theoretical  disadvantage  that  they  are  by  law  taxable 
upon  their  shares  as  well  as  upon  the  full  value  of  their  bonds.  It 
is  true,  as  has  been  pointed  out  more  than  once,  that  a  tax  on 
bonds  is  usually  evaded;  but  a  tax  on  shares  of  stock  is  to  some 
extent  a  practical  burden,  for  the  names  of  stockholders  are  fre- 
quently matter  of  common  knowledge,  and,  besides,  lists  of  stock- 
holders are  obtainable. 

As  compared  with  New  York  capitalists,  Baltimore  capitalists 
are  at  a  similar  disadvantage  when  holding  securities  of  outside 
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corporations,  for  they  are  theoretically  taxable  on  both  stocks  and 
bonds.  Boston  capitalists  are  at  a  similar  disadvantage.  District 
of  Columbia  capitalists,  however,  are  at  no  disadvantage;  for  they 
are  not  taxable  on  either  stocks  or  bonds. 

Consequent  Importance  to  the  States  of  Diversity  in  Systems  of 
Corporate  Taxation. 

The  examples  which  have  been  given  are  enough  to  show  that 
by  the  diversities  in  systems  of  taxing  corporations  and  their 
issues  of  securities  capitalists  are  tempted  to  live  in  some  States 
rather  than  in  others,  and  to  discriminate  between  States  as  places 
for  incorporation  and  for  doing  business.  It  is  a  question  of  public 
policy  whether  it  is  for  the  interest  of  the  country  to  have  these 
artificial  temptations  toward  the  concentration  of  capitalists  and  of 
incorporation  and  of  business.  It  is  one  of  the  objects  of  this  re- 
port to  present  the  facts  of  corporate  taxation  as  an  aid  in  the 
determination  of  such  questions. 

Questions  Raised. 

The  presentation  of  the  systems  of  taxation  established  in  the 
New  England  and  Middle  Atlantic  States  raises  several  questions: 

(i)  Should  taxation  be  intentionally  so  framed  as  to  lay  especial 
burdens  upon  corporations  ?  On  the  one  hand,  it  can  be  contended 
that  corporations  are  merely  artificial  creatures  of  the  States  and 
that  they  should  pay  well  for  the  exceptional  privileges  enjoyed 
by  them;  on  the  other  hand,  it  can  be  contended  that  corporations 
are  essential  to  business  as  at  present  conducted,  and  that,  by 
reason  of  the  comparative  ease  with  which  their  investments  and 
operations  can  be  ascertained,  they  actually  bear  a  heavier  burden 
of  taxation  even  when  no  theoretical  discrimination  is  made 
against  them. 

1/(2)  Should  shareholders  and  bondholders  pay  taxes  in  addi- 
tion to  the  taxes  paid  by  the  corporation  on  the  corporate  prop- 
erty? On  the  one  hand,  it  can  be  contended  that  the  corpora- 
tion is  an  artificial  entity  distinct  from  the  persons  interested  in 
it;  on  the  other  hand,  it  can  be  contended  that  the  corporation 
and  the  persons  interested  in  it  are  identical  in  fact,  and  that  to 
tax  the  corporation  and  those  persons  simultaneously  is  to  burden 
the  same  persons  twice. 

(3)  Is  it  inequitable  to  tax  either  a  corporation  or  its  stock- 
holders on  the  basis  of  the  market  value  of  the  stock  ?  On  the  one 
hand,  it  can  be  contended  that  thus  the  tax  is  based  both  upon 
property  and  upon  expectation,  and  that  in  the  case  of  natural 
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persons  expectation  is  never  taxed;  on  the  other  hand,  it  can  be 
contended  that  corporate  organization  facilitates  the  capitaliza- 
tion and  present  realization,  in  a  sense,  of  merely  expected  profits, 
and  that  in  recognition  of  the  advantage  thus  conferred  by  the 
State  it  is  only  fair  to  exact  a  special  burden. 

(4)  Should  a  State  permit  outside  corporations  to  do  business 
within  its  borders  upon  terms  more  favorable  than  those  exacted 
from  the  corporations  of  the  State  itself?  On  the  one  hand,  it 
can  be  contended  that  comity  requires  the  free  admission  of  cor- 
porations from  other  States;  on  the  other  hand,  it  can  be  con- 
tended that  a  corporation  is  in  legal  theory  existent  only  within 
the  boundaries  of  the  sovereignty  creating  it,  and  that  at  any 
rate  it  is  inexpedient  and  unfair  to  admit  corporations  upon  any 
other  basis  than  the  bearing  of  at  least  as  heavy  burdens  as  are 
imposed  upon  those  chartered  by  the  State  itself. 

(5)  Should  the  States  differ  from  one  another  in  their  systems 
of  corporate  taxation  ?  On  the  one  hand,  it  can  be  contended  that 
the  circumstances  of  the  several  States  vary;  on  the  other  hand, 
it  can  be  contended  that  the  experiments  now  made  in  the  several 
States  may  be  expected  to  show  which  system  of  corporate  taxa- 
tion is  the  best,  and  that  at  any  rate  uniformity  is  desirable  in 
order  to  prevent  capital  from  being  excessively  concentrated  in  a 
few  States. 
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New  York. 

Of  the  total  state-tax  receipts  New  York  derives  about  32  per 
cent  from  corporations.  For  state  purposes  corporate  taxation  is 
by  special  taxes.  Local  taxation  of  corporations  is  by  a  general 
property  tax  on  both  realty  and  personalty.  Thus  the  separation 
of  state  and  local  taxation  is  nearly  complete. 

The  "capital-stock  tax"  is  quite  complex  and  applies  to  a  very 
large  number  of  corporations.  It  is  based  on  capital  stock  meas- 
ured by  assets  employed  in  the  State;  and  the  rate  varies  accord- 
ing  to  dividends,  solvency,  and  the  market  price  of  the  stock.  In 
legal  theory,  it  is  a  tax  on  franchise,  or  on  the  privilege  of  doing 
business  within  the  State,  and  not  a  tax  on  property.  (The  same 
was  decided  with  respect  to  the  "franchise  tax"  of  New  Jersey, 
On  the  other  hand,  while  the  Pennsylvania  tax  on  capital  stock  is 
in  most  respects  similar  to  that  of  New  York,  it  was  held  a  tax 
on  property.)  Several  important  classes  of  financial,  manufac- 
turing, mining,  and  public-service  corporations  are  exempt  from 
this  tax. 

Railroads  are  taxed  on  both  capital  stock  and  on  gross  earnings. 
Surface  lines  operated  by  motive  power  other  than  steam  are 
taxed  on  gross  earnings  and  on  dividends  in  excess  of  4  per  cent. 

Shares  of  stock  are  not  taxed  in  the  hands  of  holders.     Debts 

may  be  deducted  from  the  entire  amoimt  of  personal  property 

instead  of  from  credits  alone.     "Special  franchises"  (for  use  of 

highways  by  public-service  companies)   are  valued  by  a  state 

board,  but  are  taxed  locally  for  local  use.    These  special  franchises 

are  declared  by  statute  to  be  real  estate  (thus  preventing  the 

deduction  of  debts,  bond  issues,  etc.,  from  the  amount  of  the 

assessment).    This  statute  is  also  somewhat  tmusual  in  principle, 

as  it  adds  to  the  valuation  of  the  physical  property  the  value  of 

certain  intangible  franchise  rights. 

zi 
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Foreign  corporations  are  practically  subject  to  the  same  taxes 
as  domestic  companies. 

The  total  amount  of  taxes  for  state  purposes  from  all  sotu'ces 
for  the  year  ended  September,  1909,  was  approximately 
$29,000,000.  Of  this  a  little  less  than  one-third  was  from  corpo- 
rations. The  next  largest  single  item  of  revenue  was  from  liquor 
licenses,  which  in  five  months  produced  over  $5,000,000.  (This 
partial  period  was  due  to  change  in  the  system.  For  the  last  full 
year,  1908,  the  amount  was  $9,359,318.63.)  The  major  portion 
of  the  remaining  taxes  is  from  inheritances  (about  $7,000,000)  and 
stock  transfers  (about  $5,000,000) .  The  capital-stock  tax  produced 
about  $2,300,000. 

New  Jersey. 

Of  the  New  England  and  Middle  Atlantic  States,  New  Jersey 
derives  the  highest  proportionate  amoimt  of  taxes  from  corpora- 
tions— 92  per  cent  in  1 909.  The  most  important  tax  is  the  so-called 
"franchise  tax"  on  "miscellaneous  corporations,"  based  on  the 
par  value  of  the  capital  stock,  and  applying  to  corporations  char- 
tered in  New  Jersey  except  those  engaged  in  manufacturing  and 
mining  and  doing  more  than  50  per  cent  of  their  business  within 
the  State.  Railroad,  canal,  and  other  public-service  companies 
also  are  exempt  from  this  tax.  Under  this  tax,  in  1909,  11,022 
corporations  were  assessed,  and  the  total  amoimt  of  tax  collected, 
together  with  organization  fees,  was  about  $2,800,000.  New  Jersey 
has  long  followed  a  consistent  policy  of  corporation  laws  providing 
for  broad  corporate  powers,  small  initial  costs,  and  a  low  annual 
tax,  with  the  resulting  large  revenue  from  corporations  above  set 
forth. 

There  is  a  gross-receipts  tax  on  pubUc-service  corporations 
(except  railroads  and  canals)  applied  to  local  purposes  and  affect- 
ing corporations  occupying  public  highways  or  places.  The  col- 
lection is  local,  but  the  State  apportions  amounts  of  the  tax.  The 
total  amount  received  therefrom  in  1909  was  $824,000. 

Railway  and  canal  companies  are  exempt  from  the  franchise 
tax  and  pay  a  tax  on  their  real  and  personal  property,  most  of 
which  goes  to  the  State,  but  the  property  is  subdivided,  and  the 
tax  on  that  realty  which  is  not  a  part  of  the  "  main  stem  "  goes  to 
the  locaUties. 

A  general  property  tax  applies  locally  to  all  companies.  Shares 
of  stock  in  corporations  taxed  by  the  State  are  exempt  in 
the  hands  of  the  holders.    Taxes  collected  from  raihoad  corpora- 
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tions  in  1909  amounted  to  about  $3,700,000.  The  only  other 
important  item  of  state  taxes  was  the  inheritance  tax  of  about 
$570,000. 

Pennsylvania. 

About  72  per  cent  of  the  state  tax  receipts  in  1909  was  derived 
from  corporations. 

By  far  the  most  important  corporate  tax  is  the  so-called  **  capital- 
stock  tax,"  which  is  practically  measured  by  net  assets.  Financial 
and  manufacturing  companies  are  exempt  therefrom.  In  1909 
this  tax,  together  with  another  capital-stock  tax  on  banks,  pro- 
duced about  $10,900,000.  There  is  also  a  state  tax  on  gross  receipts 
of  transportation,  transmission,  and  electric-light  companies  in 
addition  to  the  capital  stock  and  corporate  loan  taxes,  which 
produced  in  1909  about  $1,500,000. 

One  of  the  interesting  provisions  is  the  "corporate-loan  tax," 
whereby  corporations  are  required  to  deduct  the  amount  of  the 
tax  from  the  interest  on  bonds,  etc.  The  United  States  Supreme 
Court  has  held  that  this  does  not  apply  to  nonresident  bond- 
holders.   The  proceeds  of  this  tax  in  1909  were  about  $2,500,000. 

Shares  of  corporations,  subject  to  the  capital-stock  tax,  are 
exempt  in  the  hands  of  stockholders.  In  general,  foreign  corpora- 
tions are  taxed  in  the  same  manner  as  domestic  corporations. 
There  is  no  state  taxation  on  real  property  and  practically  none 
on  personal  property,  except  on  money  at  interest.  There  is  a 
general  property  tax  assessed  and  collected  for  local  purposes,  but 
pubUc-service  corporations  are  exempt  from  this  tax  as  to  the 
property  used  in  the  exercise  of  their  franchises. 

The  revenue  from  corporate  taxation  in  Pennsylvania  exceeds 
in  amotmt  that  collected  by  any  other  State  of  the  two  groups 
thus  far  treated.  New  York  approaching  it  most  nearly. 

Delaware. 

About  62  per  cent  of  the  state  taxes  comes  from  corporations. 
There  is  a  sharp  separation  of  the  sources  of  state  and  local  taxa- 
tion— ^taxation  of  corporations  for  state  ptuposes  and  the  general 
property  tax  for  local  ptuposes. 

Delaware  has  an  '*  annual  franchise  tax,"  corresponding  more 
or  less  to  the  "capital-stock  tax"  in  other  States,  with  two 
branches — (i)  a  tax  on  the  par  value  of  authorized  capital  stock 
of  certain  domestic  (business)  corporations  organized  after  March 
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lo,  1899,  and  doing  less  than  50  per  cent  of  their  business  in  Dela- 
are,  and  (2)  a  tax  on  domestic  gross  receipts  of  transmission,  insur- 
ance (other  than  life),  light,  heat,  and  power,  and  certain  trans- 
portation companies,  with  the  same  qualifications  as  to  date  of 
organization  and  place  of  business.  The  second  branch,  aside 
from  insurance,  is  almost  entirely  inoperative,  because,  with  the 
exception  of  a  few  telephone  companies,  no  corporations  with  such 
qualifications  appear  as  having  any  gross  receipts  in  Delaware. 

Manufacturing,  mining,  and  mercantile  companies  not  subject 
to  the  annual  franchise  tax  pay  a  graduated  license  tax  on  the 
cost  value  of  the  property  used  or  bought  by  them. 

In  cases  not  subject  to  the  annual  franchise  tax  there  is  a  gross- 
receipts  tax  applied  to  express,  light,  heat,  and  power  companies, 
and  a  tax  on  wire  mileage  applying  to  telegraph  and  telephone 
companies.  Express  and  telephone  companies  also  pay  certain 
license  taxes. 

The  constitution  forbids  the  taxing  of  stock  of  domestic  corpora- 
tions in  the  hands  of  nonresidents,  and  stocks  and  bonds  in  the 
hands  of  residents  are  not  taxed. 

While  there  are  a  number  of  laws  taxing  railways  upon  their 
business,  earnings,  rolling  stock,  etc.,  these  taxes  have  all  been 
commuted  to  the  payment  of  a  fixed  lump  sum  in  each  case,  a 
policy  which  has  existed  for  a  number  of  years. 

In  1909  there  was  received  by  the  State  from  railroads  about 
$107,000;  the  annual  franchise  tax  brought  in  about  $35,000,  and 
the  tax  from  transmission  companies  about  $10,000.  Organiza- 
tion fees  of  corporations  amounted  to  about  $75,000. 

Maryland. 

The  proportionate  amount  derived  by  the  State  from  special 
taxation  of  corporations  is  small,  about  32  per  cent  of  the  total 
state  tax  receipts.  This,  however,  does  not  include  a  large  sum 
received  from  corporations  imder  the  general  property  tax,  an 
amount  which  can  not  be  segregated.  There  is  a  so-called  "capi- 
tal-stock tax,'*  which,  however,  is  in  essence  a  general  property 
tax  applied  to  corporations.  It  is  collected  through  the  corpora- 
tions, based  on  their  assets,  and  may  be  charged  by  the  corpora- 
tions to  the  stockholders,  which  in  some  cases  is  done.  Railroads  ' 
are  exempt  from  this  tax.  Most  of  the  proceeds  of  the  tax  goes  to 
the  public  schools,  so  that  both  in  principle  and  application  it  is 
hardly  a  state  corporation  tax. 
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Railroads,  transmission,  and  other  public-service  companies 
are  taxed  on  their  gross  receipts.  Shares  of  stock  in  corporations 
taxed  either  by  the  capital-stock  or  the  gross-receipts  tax  are 
exempt  in  the  hands  of  stockholders. 

By  far  the  most  important  single  tax  for  state  purposes  is  the 
gross-receipts  tax,  which  in  the  year  ended  September,  1909,  pro- 
duced about  $642,000.  The  capital-stock  tax  produced  about 
$107,000.  The  only  other  large  item  is  the  tax  on  insurance 
companies  and  savings-banks  deposits  of  about  $307,000. 

District  of  Coliunbia. 

The  proportionate  amount  derived  from  special  taxation  of 
corporations  is  about  16  per  cent.  This,  however,  does  not  in- 
clude a  large  sum  received  from  corporations  under  the  general 
property  tax,  an  amount  which  can  not  be  segregated.  In  the 
District  there  is  perhaps  the  broadest  application  of  the  general 
property  tax  so  far  observed.  The  majority  of  corporaUons 
come  only  under  that  tax. 

There  is  a  gross-receipts  tax  on  street-railway  companies  and  a 
gross-earnings  tax  on  gas,  electric-light,  telephone,  and  certain 
financial  companies.  There  is  no  special  tax  on  railroads,  tele- 
graph companies,  canal  companies,  express  or  car  companies,  or 
on  business  or  manufacturing  companies.  Stocks  and  bonds  are 
not  taxable  in  the  hands  of  the  holders. 

For  the  year  ended  June,  1909,  there  was  received  by  the  gross- 
receipts  tax  about  $178,000  from  street  railways  and  about 
$199,000  from  gas,  electric,  and  telephone  companies.  By  the 
general  property  tax  on  the  public-service  corporations  there 
was  received  about  $254,000.  From  special  taxes  on  financial 
corporations  there  was  received  about  $272,000. 
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Total  Stats  Taxbs,  and  Amounts  and  Psrcbntagbs  Contrtbutbd  by  Certain 
SPBaPiSD  Sources  op  Taxation:  Nsw  England  and  Middlb  Atlantic 
Groups. 

[The  figures  for  the  first  group  ore  mainly  for  1908;  for  the  second,  mainly  for  1909.] 


SUtc. 


NBW    BNOLAND   GROUP. 

Maine 

New  Hampohire 

Vermont 

Maasadiuaetts 

Rhode  Island 

Connecticut 

MIDDLB  ATLANTIC  GROUP. 

New  York 

New  Jersey 

Pennsylvania 

Delaware 

Maryland 

District  of  Columbia 


Corpora- 
tion tax. 


$1,358,649 

a86. 3X4 

878. 943 

4, 706. 743 

856. 770 

a,  884.  374 


9.443.933 

6.791.794 

16,839.338 

393. 506 

X.X08.  405 

903.19s 


General 

property 

tax. 


$850,859 

457.793 

16.651 

4.000.000 

766. 939 


X.  049, 780 


1.355,360 
«  4.  398.308 


Inheri- 
tance tax. 


$88.6ox 

•  80.469 

68. 095 

779.499 


978.371 

6,963,6x5 

569. 450 
1.739.853 

3.444 
957.089 


Liquor 
tax. 


$5,900 


50,900 

839. 367 
•137.855 


«S. 140,550 


X. 741. 130 


379.779 
464. 898 


Miscellane- 
ous tax  re- 
ceipts. 


$91,430 


194.898 
459.358 

* 7.  737.084 


1,996.697 
177.833 
453.8x6 
xx6,ox4 


Total 

state 

taxes. 


$9.  995. 439 

894. 476 

1.0x3.8x8 

xo.3x8.609 
X, 886, 469 
3,633,003 

39, 383. i8s 
7. 361.  944, 

93.359.798 

473.779 

3.447.449 

5.783,415 


PER  CENT  OF  total  STATE  TAXES. 


NBW  BNGLAND  GROUP. 

Maine 

New  Hampshire 

Vermont 

Massachusetts 

Rhode  Ishuid 

Connecticut 

MIDDLB  ATLANTIC  GROUP. 

New  York 

New  Jersey 

Pexmsylvania 

Delaware 

Maryland 

District  of  Columbia. . . . 


55 

35 
86 
46 

45 

79 


39 
99 
79 
63 
39 
x6 


37 

55 

3 

39 
41 


37 
•74 


4 
xo 

7 
7 


8 


94 

8 

7 

x 

7 


5 
8 

7 


x8 


XX 

8 


7 
13 

36 


9 
37 
13 

3 


xoo 
xoo 
xoo 
xoo 
xoo 
xoo 


xoo 
xoo 
100 
xoo 
100 
xoo 


A  Legacy  and  succession  tax. 

^  Includes  some  taxes  other  than  those  on  liquor. 

€  Receipts  for  five  months  only. 

'  Of  this  amount.  $5,355.546.x6  came  from  the  stock  transfer  tax  and  $x,844*83  x.45  fit>m  mortgage 
tax. 

«  Certain  public-service  corporations  paid  $353,530  general  property  tax  in  addition  to  this  amount, 
which  is  included  under  corporation  tax.  The  total  general  property  tax  is  $4,551,838,  or  about 
79  per  cent  of  the  District  taxes. 


NEW  YORK. 

I.  GENERAL  VIEW. 
Chief  Features. 

First.  A  sharp  separation  between  sources  of  state  and  local 
taxes. 

Second.  Capital-stock  tax  at  a  varying  rate  governed  by  rate 
of  dividends  paid,  market  price  of  the  stock,  and  financial  con- 
dition. 

Third.  Corporations  are  taxed  locally  upon  property,  including 
''special  franchises"  (i.  e.,  right  to  use  public  streets). 

General  Property  Tax. 

All  corporations,  domestic  and  foreign,  pay  the  general  property 
tax  practically  like  itidividuals,  but  for  local  purposes  only.  Un- 
der this  tax  the  assessment  of  personal  property  is  based  upon  the 
total  assets  of  the  corporation  after  deducting  property  exempt  by 
law  (including  shares  of  stock  of  other  corporations) ,  assessed  value 
of  the  corporation's  real  estate,  debts  of  the  corporation,  and 
surplus,  if  any,  up  to  lo  per  cent  of  the  capital. 

As  a  part  of  the  general  property  tax,  public-service  corpora- 
tions, domestic  and  foreign,  pay  a  ''special  franchise  tax"  for  the 
right  to  use  the  public  streets. 

Capital-Stock  Tax. 

Corporations,  domestic  and  foreign,  pay  to  the  State  for  state 
purposes  a  tax  for  the  privilege  of  doing  business  within  the  State. 
This  tax  is  based  on  the  capital  stock  measured  by  assets  employed 
in  the  State,  and  the  rate  varies  according  to  dividends  paid, 
market  price  of  the  stock,  and  net  assets.  The  following  are 
exempt  from  this  tax :  Financial  and  insurance  companies ;  manu- 
facturing, mining,  and  laundering  companies  under  certain  condi- 
tions; elevated  railways;  surface  railways  not  operated  by  steam; 
water,  gas,  electric  or  steam  heating,  lighting,  or  power  companies. 

Transportation  and  Transmission  Companies. 

Domestic  and  foreign  transportation  and  transmission  com- 
panies (except  those  named  in  the  following  two  paragraphs), 
besides  paying  the  general  corporation  tax  (above) ,  pay  an  addi- 
tional tax  to  the  State  for  state  purposes  of  five-tenths  of  i  per 
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cent  on  gross  earnings  from  business  beginning  and  terminating 
within  the  State. 

Elevated  Railways ;  Surface  Railways  not  Operated  by  Steam. 

Such  corporations,  domestic  and  foreign,  pay  to  the  State  for 
state  purposes  i  per  cent  on  gross  earnings  within  the  State  and 
3  per  cent  on  dividends  declared  in  excess  of  4  per  cent  upon  paid- 
up  capital.  If  such  railway  is  leased,  the  owning  corporation  pays 
only  the  tax  on  dividends  exceeding  4  per  cent. 

Water,  Light,  Heat,  and  Power  Companies. 

Such  corporations,  domestic  and  foreign,  pay  to  the  State  for 
state  purposes  five-tenths  of  i  per  cent  on  gross  earnings  within 
the  State  and  3  per  cent  on  dividends  declared  in  excess  of  4  per 
cent  upon  paid-up  capital. 

Stock-Transfer  Tax. 

There  is  imposed  upon  all  sales  or  transfers  of  shares  of  stock, 
domestic  or  foreign,  in  the  State,  a  tax  payable  by  the  vendor,  of 
2  cents  on  each  share  of  face  value  of  $100  or  less. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  afid  foreign  corporations  are  exempt 
from  taxation  in  the  hands  of  holders.  Bonds  of  domestic  and 
foreign  corporations  are  taxable  for  local  purposes  only  in  the  hands 
of  holders,  except  that  bonds  secured  by  real-estate  mortgages 
upon  which  the  recording  tax  is  paid  are  exempt. 

Foreign  Corporations. 

For  both  state  and  local  purposes  foreign  corporations  are  taxed 
practically  like  domestic  corporations. 

A.dministration. 

State  taxes  on  corporations  are  levied  and  assessed  by  the 
comptroller  and  paid  into  the  state  treasury.  The  State  Board 
of  Tax  Commissioners  value  and  assess  "special  franchises/* 
They  are  also  clothed  with  advisory  powers  over  local  assessors." 

« Sources  of  revenue  in  the  State  of  New  York: 

Municipal  and  local  districts. — (a)  Direct  tax  on  real  and  personal  property;  (6) 
one-half  of  liquor  license  tax  is  retained  for  town  or  city  use  where  collected;  (c)  one- 
half  of  mortgage  tax  is  apportioned  to  the  locality  where  mortgaged  property  is 
situated;  (d)  tax  on  shares  of  bank  stock;  {e)  business  licenses  in  cities;  (/)  fines, 
fees,  etc. 

County. — (a)  Direct  tax  on  real  and  personal  property;  (6)  dog  tax;  (c)  fines, 
fees,  etc. 

State. — (a)  One-half  of  liquor  license  tax;  (b)  tax  on  corporations;  (c)  tax  on 
transfer  of  stock;  (d)  tax  on  inheritances;  (c)  one-half  of  tax  on  mortgages;  (/)  mis- 
cellaneous sources. 
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n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  THE 

STATUTES. 

Constitution. 

The  chief  provisions  in  the  constitution  on  taxation  are  in  sub- 
stance as  follows: 

Every  law  which  imposes,  continues,  or  revives  a  tax  must  dis- 
tinctly state  the  tax  and  the  object  to  which  it  is  to  be  applied, 
and  it  is  not  sufficient  to  refer  to  any  other  law  to  fix  such  tax  or 
object." 

By  an  amendment  effective  January  i,  1902,  private  or  local 
bills  granting  to  any  person,  association,  firm,  or  corporation 
an  exemption  from  taxation  on  real  or  personal  property  are 
prohibited.  * 

Statutes.^ 

locai^  taxation. 
General  Property  Tax. 

**A11  real  property  within  the  State,  and  all  personal  property 
situated  or  owned  within  the  State,  is  taxable,  unless  exempt  from 
taxation  by  law."*'  The  statute  defines  the  kinds  of  real  and 
personal  property;*  and  the  statutory  distinctions  generally  con- 
form to  the  well-settled  legal  conception  of  these  terms. 

Real  Estate  of  Corporations. 

Real  estate  of  corporations  liable  to  taxation  is  assessed  at  actual 
value  where  situate,  like  real  estate  of  individuals./ 

Special  Franchises. 

"Special  franchises"  are  rights  of  public-service  corporations  to 
the  use  of  public  streets.^  These  are  assessed  as  real  estate  in 
order  that  the  deduction  of  debts  (usually  bonded  indebtedness) 
from  personal  property  may  not  nuUify  this  tax.  This  is  a  prop- 
erty tax,  assessed  on  incorporeal  rights  and  tangible  property.^ 

• 

a  Constitution,  art.  3,  sec.  24. 

^  Constitution,  art.  3,  sec.  18. 

c  References  are  to  "Tax  Law,"  the  official  designation  of  chapter  60 of  the  Consoli- 
dated Laws  of  1909. 

^  Tax  Law,  sec.  3. 

«  Tax  Law,  sec.  2. 

/Tax  Law,  sees.  11  and  32.     See  also  People  v.  Cassity,  46  \.  V.  46  (1871). 

9  Fully  defined.  Tax  Law,  sees.  2,  subd.  3.  The  term  does  not  include  street  cross- 
ings in  certain  cases.  Tax  Law,  sec.  2,  subd.  4.  Method  of  assessment  described  in 
People  ex  rel.  Jamaica  Water  Supply  Co.  v.  State  Board  of  Tax  Commissioners,  89 
N.E.  581  (1909)- 
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It  should  not  be  confused  with  the  capital-stock  tax  imposed  by 
the  State  for  the  right  to  do  business  therein.*  The  valuation  of 
these  ** special  franchises"  is  determined  by  the  State  Board  of 
Tax  Commissioners,*^  but  the  tax  is  collected  locally  and  used  for 
local  purposes. 

Personal  Property  of  Corporations. 

All  personal  property  of  corporations,  domestic  and  foreign, 
liable  to  taxation,  is  assessed  in  the  tax  district  where  the  princi- 
pal office  (or  place  for  transacting  the  financial  concerns)  of  the 
company  is  situated,-  and,  if  the  company  has  no  such  office,  then 
in  the  tax  district  where  its  operations  are  carried  on. 

The  taxable  value  of  personalty  is  determined  under  the  statu- 
tory provision,  thus: 

"The  capital  stock  of  every  company  liable  to  taxation,  except 
such  part  of  it  as  shall  have  been  excepted  in  the  assessment-roll 
or  shall  be  exempt  by  law,  together  with  its  surplus  profits  or 
reserve  funds  exceeding  ten  per  centum  of  its  capital,  after  deduct- 
ing the  assessed  value  of  its  real  estate,  and  all  shares  of  stock  in 
other  corporations  actually  owned  by  such  company  which  are 
taxable  upon  their  capital  stock  under  the  laws  of  this  State,  shall 
be  assessed  at  its  actual  value.**** 

fl  Tax  Law,  sec.  49. 

&  Tax  Law,  sees.  43,  44,  and  45. 

<^  Tax  Law,  sec.  11.  Thus,  a  railroad  company  is  not  liable  to  taxation  upon  its 
capital  as  personal  estate  for  that  part  thereof  which  is  invested  in  the  lands  over 
which  it  runs,  and  in  the  railways  and  other  fixtures  connected  therewith,  but  that 
part  of  the  corporate  property  is  to  be  taxed  in  the  several  towns  and  wards  in  which 
the  same  is  situated  as  real  estate,  at  its  actual  value  at  the  time  of  assessment.  The 
capital  stock  of  a  railroad,  which  is  not  invested  in  its  railways  or  other  real  estate,  is 
to  be  taxed  as  personal  property,  in  the  town  or  ward  where  the  principal  office  or 
place  for  transacting  the  financial  concerns  of  the  company  is  situated.  Mohawk 
and  Hudson  R.  R.  Co.  v.  Chute,  4  Paige  (N.  Y.)  384  (1834).  See  also  People  ex.  rel. 
Keystone  Gas  Co.  v.  Glean,  15  N.  Y.  State  Reporter,  461  (1888). 

^  Tax  Law,  sec.  12.  The  basis  of  the  personal-property  tax  levied  upon  a  corpora- 
tion under  the  above-quoted  section  is  as  follows:  "The  total  assets  of  the  corpora- 
tion (including  the  full  value  of  real  estate  as  well  as  personal  property),  and  the 
taxable  as  well  as  nontaxable  property,  from  which  is  to  be  deducted  the  value  of 
the  stock  belonging  to  the  State  and  incorporated  literary  and  charitable  institutions, 
property  exempt  by  law,  nontaxable  property  which  latter  class  includes  shares  of 
stock  of  other  corporations,  patent  rights,  and  good  will),  assessed  value  of  the  cor- 
poration's real  estate,  debts  of  the  corporation,  and  surplus,  if  any,  up  to  10  per  cent 
of  the  capital."  This  formula  is  the  one  approved  by  the  State  Board  of  Tax 
Commissioners  and  was  furnished  to  the  Bureau  by  said  board.  See  also  People  v. 
Coleman,  126  N.  Y.  433    189 1). 

Personal  property  owned  by  a  corporation  and  located  permanently  outside  of  the 
State  is  exempt  from  taxation,  and  in  preparing  the  assessment  roll  should  be 
deducted.     People  v.  Commissioners,  i  T.  &  C.    N.  Y.)  611  (,1873). 


NEW   YORK.  21 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  and  foreign  corporations  are  exempt 
from  taxation  in  the  hands  of  holders." 

Bonds  of  corporations,  domestic  and  foreign,  except  those 
exempted  by  payment  of  recording  tax  ^  are  taxable  to  the  owner 
as  personal  property  but  for  local  purposes  only. 

Foreign  Corporations. 

Foreign  corporations  not  doing  business  in  the  State  are  assessed 
and  taxe^  locally  on  real  estate  and  on  personal  property  having 
an  actual  situs  in  the  State.  This  provision  does  not  apply  to 
money  or  negotiable  collateral  securities  deposited  by,  or  debts 
owing  to,  such  foreign  corporations,  nor  does  it  modify  the  tax 
on  real  estate  mortgages.*^  If  engaged  in  business  in  the  State, 
foreign  corporations  are  assessed  for  local  purposes  under  the 
general  provisions  hereinbefore  contained. 

STATE  TAXATION. 

Capital-Stock  Tax. 

*  *  For  the  privilege  of  doing  business  or  exercising  their  corpo- 
rate franchises  "  in  New  York,  the  general  rule  is  that  domestic  and 
foreign  corporations^  pay  to  the  State  a  tax  computed  upon  the 
basis  of  the  amount  of  capital   stock  employed   therein.     The 

o  Tax  Law,  sec.  4,  subd.  16.  This  is  true  whether  the  corporation  be  domestic  or 
foreign,  for  the  presumption  in  case  of  foreign  corporations  is  that  a  tax  is  levied  in 
the  home  State  upon  the  capital  stock.  People  ex  rel.  Trowbridge  v.  Commissioner 
of  Taxes,  4  Hun  (N.  Y.)  595  (1875);  affirmed,  62  N.  Y.  630    1875). 

6  The  recording  tax  on  mortgages  is  50  cents  for  each  $100,  or  fraction  thereof,  of 
the  principal  debt  or  obligation.  The  tax  is  payable  at  the  time  of  recording  mort- 
gage, and  no  further  tax  is  imposed.  The  revenues  received  from  this  tax,  after 
deducting  the  expense  of  collection,  belong  one-half  to  the  State  and  the  other  half 
to  the  localities  where  the  real  estate  is  situated,  upon  which  the  mortgage  is  secured. 
Tax  Law,  sees.  253  and  261. 

Bonds  or  other  obligations  secured  by  mortgages  on  real  estate  situated  in  New 
York  State  and  upon  which  the  recording  tax  is  paid  are  exempt  from  all  other 
taxation.     Tax  Law,  sec.  251. 

c  Tax  Law,  sees.  3  and  7.  The  law  does  not  authorize  the  taxation  of  foreign  cor- 
porations based  on  the  whole  capital,  but  only  on  the  amount  invested  in  business  in 
this  State.  A  foreign  corporation  actually  engaged  in  business  in  the  State  is  taxed 
in  the  same  manner  as  a  domestic  corporation;  and,  if  it  has  a  principal  office  or  place 
for  the  transaction  of  its  financial  concerns,  its  personal  property  is  taxed  there. 
People  V.  McClean,  80  N.  Y.  254  (1880).  An  exception  to  the  general  rule  of  deduc- 
tion of  debts  is  made  in  the  case  of  nonresidents,  no  deduction  from  personal  property 
on  account  of  debts  being  allowed  nonresidents,  corporate  or  individual.  People  v. 
Barker,  141  N.  Y.  118  (1894). 

^  Including  steam  transportation  companies,  transmission,  mercantile,  and  some 
companies  partly  engaged  in  manufacture. 
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measure  is  such  a  portion  of  the  issued  capital  stock  as  the  gross 
assets  employed  in  business  within  the  State  bear  to  the  gross 
assets  wherever  employed  in  business.  Capital  invested  in  the 
stock  of  another  corporation  is  deemed  to  be  assets  located  where 
the  physical  property  represented  by  such  stock  is  located." 

It  was  the  evident  intention  to  group  corporations  falling  under 
this  statute  into  classes,  according  to  their  earning  power,  solvency, 
and  market  price  of  their  stock. 

Due,  however,  to  the  confusion  arising  from  alternative  pro- 
visions afiFecting  the  different  classes,  the  following  five  subdivi- 
sions have  been  adopted: 

(i)  Corporations  paying  dividends  of  6  per  cent  or  more  are 
subject  to  a  state  tax  of  one-fourth  of  a  mill  for  each  i  per  cent  of 
dividends.  This  tax  is  computed  on  the  pap  value  of  the  capital 
stock  employed  within  the  State,  regardless  of  the  value  of  the 
assets  or  the  market  pricf  of  the  stock. 

(2)  Solvent  corporations*  paying  dividends  of  less  than  6  per 
cent  are  subject  to  a  tax  of  1 14  mills  on  each  dollar  of  the  valuation 
of  the  capital  stock  employed  within  the  State.  This  same  rate 
applies  when  the  average  market  price  of  the  corporate  stock 
equals  or  exceeds  par.  The  taxable  value  shall  not  be  less  than 
either  the  net  assets ""  of  the  company  or  the  average  price  at 
which  such  stock  sold  during  the  year,  the  higher  valuation  of  the 
two  being  used. 

(3)  Insolvent  corporations*^  paying  no  dividends  or  dividends 
of  less  than  6  per  cent,  or  corporations  the  average  selling  price  of 
whose  stock  has  been  below  par  during  the  year,  are  assessed  at  the 
rate  of  three-fourths  of  i  mill  on  each  dollar  of  capital  stock.  In 
this  class  the  tax  is  computed  on  the  par  value  of  the  issued  capital 
stock  employed  within  the  State. 

(4)  Corporations  not  heretofore  specified,  whose  dividends  are 
less  than  6  per  cent  and  whose  net  assets  are  less  than  the  capital 
stock  and  whose  stock  has  no  fixed  price,  pay  to  the  State  1%  mills 
per  dollar  on  the  actual  value  of  the  capital  stock  determined  to  be 

o  Tax  Law,  sec.  182.  A  domestic  corporation  carrying  on  all  its  operations  without 
the  State,  yet  maintaining  a  bank  account  within  the  State,  can  be  taxed  on  the  latter 
only.     People  ex  rel.  Davis-Colley  Ore  Co.  r.  Campbell,  66  Hun    N.  Y.)  146  (1892). 

ft  The  term  "solvent"  is  here  used  to  indicate  corporations  whose  assets  exceed 
their  liabilities  by  an  amount  equal  to  or  greater  than  the  capital  stock. 

c  The  difference  between  assets  and  liabilities,  exclusive  of  capital  stock. 

^  Corporations  whose  liabilities,  exclusive  of  capital  stock,  equal  or  exceed  their 
assets. 
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employed  within  the  State,  or  i  >^  mills  per  dollar  on  the  average 
selling  price  of  the  capital  stock  for  the  year. 

(5)  Corporations  having  two  or  more  kinds  of  capital  stock  upon 
which  the  rates  of  dividends  differ  are  subject  to  a  state  tax  com- 
puted at  the  rates  shown  in  subdivisions  1,2,3,  and  4,  according  to 
the  several  different  possibilities  of  combination. 

Exemptions. — The  following  classes  of  corporations  and  asso- 
ciations are  exempt  from  this  tax :  « 

(i)  Banks,  trust  companies,  and  institutions  for  savings. 

(2)  Insurance,  title  guaranty,  and  surety  companies. 

(3)  Manufacturing,  mining,  and  laundering  companies,  to  the 
extent  only  of  the  capital  employed  in  manufacturing,  mining, 
and  laimdering,  provided  that  at  least  40  per  cent  of  the  capital 
stock  is  invested  in  property  in  this  State  and  used  by  them  in 
manufacturing,  mining,  and  laundering. 

(4)  Companies  owning  or  operating  elevated  railways  or  surface 
railways  not  operated  by  steam — covered  by  Tax  Law,  section  185 
(see  p.  24) . 

(5)  Water,  light,  heat,  and  power  companies  covered  by  Tax 
Law,  section  186  (see  p.  24). 

(6)  Agriculture  and  horticulture  societies  or  associations. 

Transportation  and  Transmission  Companies — Tax  on  Gross  Earn- 
ings. 

In  addition  to  the  capital-stock  tax,  transportation  and  trans- 
mission companies,  except  elevated  railways,  and  except  surface 
railways  not  operated  by  steam,  pay  to  the  State  five-tenths  of  i  per 


oTax  Law,  sec.  183.  The  exemptions  were  not  all  made  in  the  original  law  of 
1880,  but  have  been  added  from  time  to  time.  The  purpose  of  the  exemption  of 
manufacturing  corporations  in  the  first  place  was  the  desire  on  the  part  of  the  State  to 
bring  within  its  borders  large  manufacturing  er>tablishments.  People  ex  rel.  Hlack- 
inton  Co.  v.  Roberts,  4  App.  Div.  (N.  Y.)  388  (1896).  In  the  earlier  hi.story  of  these 
exemptions,  it  was  necessary  for  manufacturing  corporations  in  order  to  be  exempt 
that  they  should  be  wholly  engaged  in  manufacturing  within  the  State.  It  was  held, 
however,  in  People  ex  rel.  Tiffany  Co.  v.  Campbell,  144  N.  Y.  166  (1894),  that  a  domes- 
tic corporation  which  employed  ultra  vires  a  small  part  of  its  capital  in  business  other 
than  manufacturing,  and  with  this  exception  was  wholly  engaged  in  manufacturing 
within  the  State,  was  taxable  only  on  the  capital  employed  ultra  vires.  In  1896,  the 
law  as  laid  down  in  this  case  was  amplified  and  corporations  were  not  required  to  be 
wholly  engaged  in  manufacturing,  but  were  exempt  only  to  the  extent  of  the  capital 
so  employed.  Another  important  amendment  was  added  in  1901,  when  the  provi- 
sion was  made  that  at  least  40  per  cent  of  the  capital  stock  of  a  manufacturing  corix)- 
ration  must  be  invested  by  it  in  the  State,  and  used  in  manufacturing  in  order  to 
entitle  it  to  this  exemption. 
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cent  upon  gross  earnings  °  from  business  beginning  and  terminating 
within  the  State. 

Elevated  Railways;  Surface  Railways  not  Operated  by  Steam — ^Tax 
on  Gross  Earnings  and  Dividends. 

These  companies  pay  to  the  State  for  state  purposes  i  per  cent 
upon  gross  earnings  within  the  State,  and  3  per  cent  upon  divi- 
dends declared  or  paid  in  excess  of  4  per  cent  upon  the  actual 
amount  of  paid-up  capital  employed. 

Such  railway  corporations  whose  property  is  leased  to  another 
are  required  to  pay  the  tax  on  dividends  exceeding  4  per  cent  but 
not  on  gross  earnings.* 

Water,  Light,  Heat,  and  Power  Companies — Tax  on  Gross  Earnings 
and  on  Dividends. 

Corporations  for  supplying  water  or  gas,  or  for  electric  or  steam 
heating,  lighting,  or  power  purposes,  pay  to  the  State,  for  state 
purposes,  five-tenths  of  i  per  cent  upon  gross  earnings  within  the 
State,  and  3  per  cent  upon  dividends  declared  or  paid  in  excess  of 
4  per  cent  upon  the  actual  amount  of  paid-up  capital  employed.*' 

Stock-Transfer  Tax. 

There  is  imposed  upon  all  sales  or  transfers  of  shares  of  stock, 
domestic  or  foreign,  in  the  State,  a  tax,  payable  by  the  vendor,  of 
2  cents  upon  each  share  of  face  value  of  $100  or  less.** 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  and  foreign  corporations  are  exempt 
from  tax'ation  in  the  hands  of  holders.''  Bonds  of  domestic  and 
foreign  corporations  are  taxable  for  local  purposes  only  in  the 
hands  of  holders,  except  that  bonds  secured  by  real-estate  mort- 
gages upon  which  the  recording  tax  is  paid  are  exempt./ 

Foreign  Corporations. 

The  same  principles  apply  to  foreign  corporations  as  to  domestic 
in  determining  the  amount  of  capital  stock  employed  within  the 


«  Tax  Law,  sec.  184.  Gross  earnings  in  this  case  cover  the  receipts  of  a  corporation 
growing  out  of  the  employment  of  its  capital  whether  employed  in  transportation  or 
transmission  business  or  otherwise.  People  ex  rel.  N.  Y.  C.  and  H.  R.  R.  R.  Co.-  v. 
Roberts,  32  App.  Div.  (N.  Y.)  113  (1898). 

ft  Tax  Law,  sec.  185. 

c  Tax  Law,  sec.  186. 

^  Tax  Law,  sec.  270. 

«  See  note  a,  p.  21. 

/  Tax  Law,  sec.  251. 
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State  for  the  purposes  of  capital-stock  taxes.  The  corporation, 
however,  must  be  doing  business  in  the  State,  and  some  part  of 
its  capital  must  be  employed  there." 

m.  FINANCIAL  RESULTS. 

Classificatioii  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  1909  was  32  per  cent. 

Total  State  Receipts,  Taxes  from  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  ended  September  30,  i909.<> 

Total  state  receipts,  all  sources $60,  343,  663.  12 

Special  taxes  from  corporations: 

Transportation $2,  240, 438. 08 

Telegraph  and  telephone *  376,  1 14.  10 

Insurance  taxes 1 ,  236,  973.  53 

Insurance  fees 427, 074.  40 

Gas,  mining,  trust,  and  miscellaneous com|)anies.  4,  748,  523.  46 

Organization  tax 343,  938.  99 

Foreign  banks 44,  749.  83 

Foreign  corp>oration  fees 25,  12 1 ,  20 

Total  state  taxes  from  corporations 9, 442, 933.  59 

Other  taxes: 

State  tax 330, 436.  87 

Inheritances 6,  962,  615.  23 

Excise  taxes   liquor)  c 5,  140,  549.  71 

Mortgages i ,  844,  82 1 .  45 

Racing  associations 69,  949.  30 

Nonresident  taxes 24, 018.  12 

Stock  transfers 5,  355,  546.  16 

Licenses 112,311.87 

Total  taxes  not  from  corporations 19,  840,  248.  71 

Total  taxes  for  state  purposes,  all  sources  ^ 29,  283,  182.  30 

«  People  ex  rel.  Chicago  June.  Ry.  Co.  v.  Roberts,  154  N.  Y.  i  1 1897). 
6  Report  of  State  Treasurer,  1909,  p.  630. 

c  Due  to  change  in  beginning  of  the  certificate  year  from  May  i  to  October  i,  this 
amount  covers  receipts  of  only  five  months.     See  Laws,  iqo8,  chap.  144 
d  There  is  no  general  property  tax  levied  for  state  purposes  in  New  York. 
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Receipts  from  sources  other  than  taxes: 

Fines,  violation  of  dairy  laws $34,  371.  88 

Fees  of  public  officers  and  state  institutions .  . .  i,  005,  165. 01 

United  States  Government,  soldiers'  home  ....  183,  685. 02 

Interest 389, 044.  37 

Land  sales 43,  67 1 .  75 

Bank  department 42,  739.  77 

For  support  of  free  patients  at  state  hospital. . .  27,  354.  67 

Fees  from  notaries  public 76, 457.  50 

Fees  from  commissioners  of  deeds 275.  00 

Public  administrator 20,  523.  39 

General  fund  revenue  transfers 359,  258.  56 

Miscellaneous  receipts 44,  831.  06 

For  public  highways 7,  535,  995.  14 

For  canal,  school,  and  other  funds 21,  297,  107.  70 

Total  receipts  from  sources  other  than  taxes $31, 060,  480.  82 

Total  state  receipts,  all  sources 60,  343,  663.  12 

The  increase  of  annual  receipts  from  corporate  taxation  has  been 
gradual  and  in  1909  constituted  the  largest  single  source  of  state 
revenue  from  special  taxation.  The  receipts  were  greatly  aug- 
mented in  1 90 1  when  the  annual  franchise  tax  system  was  extended 
to  savings  banks  and  trust  companies,  yielding  in  that  year  more 
than  $2,000,000.  The  receipts  from  this  class  of  corporations  in 
1909  were  $3,031,669.32.  In  1908  the  receipts  from  the  excise 
tax  amounted  to  $9,359,318.63,  but  the  figures  for  1909,  due  to  a 
change  in  the  certificate  year,  included  receipts  for  only  five  months 
hence  the  apparent  decrease. 

The  general  property  tax  is  not  applied  for  state  purposes  and  is 
not  included  in  the  above  table,  but  corporations  as  well  as  indi- 
viduals pay  the  general  property  tax  for  local  purposes  only. 

On  the  following  page  is  shown  an  analysis  of  the  total  receipts 
from  state  taxes  on  corporations  from  1905  to  1909,  inclusive: 
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Revenues  from  special  taxes  on  corporations  increased 
$2,179,131.85,  or  30  per  cent,  in  the  five  years  ended  1909. 

Due  to  the  financial  depression  of  1907  the  receipts  from  the 
stock-transfer  tax  fell  off  materially,  but  during  the  past  year  may 
be  said  to  have  recovered  normal  condition.  While  this  tax  is 
paid  by  the  seller  of  the  stock  it  would  not  be  possible  if  a  corporate 
system  did  not  exist  and  is  for  that  reason  sufficiently  related  to 
the  subject  in  hand  to  demand  some  consideration.  If  this  should 
be  included  in  receipts  from  corporate  taxation  in  New  York  State 
it  would  bring  the  annual  amount  to  about  $15,000,000.  Even 
without  the  stock-transfer  tax  the  state  revenues  from  corporate 
taxation  exceeded  that  of  any  other  State  except  Pennsylvania. 

IV.  COMMENTS. 
Historical." 

Prior  to  1823,  there  was  no  special  system  applicable  to  taxation 
of  corporations  for  either  state  or  local  purposes.  Corporations 
were  few,  principally  banking,  insurance,  and  manufacturing  com- 
panies, and  corporate  property  was  assessed  to  the  individual 
owners  of  the  stock.  Beginning  with  1823,  *'  all  incorporated  com- 
panies receiving  a  regular  income  from  the  employment  of  capital" 
were  to  be  considered  as  persons  and  taxed  in  the  same  manner  as 
individuals.  It  is  not,  however,  until  1827  that  we  find  the 
beginning  of  the  present  system  of  taxing  corporations  for  local 
purposes.  In  1853,  and  again  in  1857,  the  laws  affecting  the  local 
taxation  of  corporations  were  amended,  assuming  in  the  latter  year 
substantially  their  present  form. 

By  taxing  the  capital  of  nonresidents  invested  in  the  State, 
foreign  corporations  were  brought  within  the  jurisdiction  of  the 
local  assessors  in  1855  ^^  the  extent  of  the  capital  invested  in  the 
State.  ^ 

The  present  system  of  taxing  corporations  for  state  purposes  by 
methods  other  than  a  direct  tax  on  real  and  personal  property 
dates  from  1880.  Up  to  that  time,  the  largest  part  of  the  revenue 
of  the  State  came  from  the  general  property  tax  assessed  and 
collected  by  the  local  tax  authorities.  In  1880,  a  general  system 
was  inaugurated  for  state  taxation  of  all  stock  corporations, 
domestic  and  foreign — excepting  savings  banks,  life  insurance  com- 
panies, foreign  insurance  companies,  and  companies  carrying  on 

a  This  review  is  based  larjijely  upon  Henry  M.  Powell's  "Taxation  of  Corporations 
in  New  York  for  State  and  Local  Purposes,'*  published  1905. 
&  Laws,  1855,  chap.  37. 
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manufacturing  and  mining  within  the  State — the  basis  of  com- 
puting the  tax  in  each  case  being  the  value  of  the  capital  stock. « 

In  1 88 1,  provision  was  made  for  an  additional  annual  franchise 
tax  on  transportation  and  transmission  companies,  based  on  gross 
earnings  within  the  State.  ^  A  similar  tax  at  a  higher  rate  was  later 
(1896)  imposed  on  elevated  railways  and  on  surface  railways  not 
operated  by  steam,  and  on  water,  gas,  electric  and  steam  heating, 
light,  and  power  companies.  These  latter  companies  were,  how- 
ever, relieved  from  the  payment  of  the  general  franchise  tax  on 
capital  stock. 

In  1 88 1,  there  was  imposed,  also,  an  "annual  franchise  tax"  on 
insurance  companies,  based  on  gross  premiums  or  earnings,  for 
business  done  in  the  State.*'  This  provision  was  amended  in  1886 
by  reducing  the  amount  of  tax  on  premiums  of  fire  and  marine 
insurance  companies  and  exempting  them  from  payment  of  tax  on 
capital  stock.*' 

In  the  same  year  an  organization  fee  was  required  of  every 
domestic  stock  corporation  with  the  exception  of  literary,  scientific, 
medical,  religious,  banking,  and  building  and  loan  associations, 
upon  the  organization  of  the  company,  based  on  the  par  value  of 
the  authorized  capital  stock.'' 

In  1895,  a  tax  similar  to  the  organization  tax,  and  known  as  a 
license  tax,  was  required  to  be  paid  by  certain  foreign  corporations 
for  the  privilege  of  engaging  in  or  carrying  on  business.  This  tax 
is  computed  on  the  basis  of  the  capital  stock  employed  within  the 
State  during  the  first  year's  business.* 

In  1 90 1,  the  annual  franchise  tax  was  also  extended  to  trust 
companies  and  savings  banks,  to  be  computed  on  the  basis  of 
surplus  and  undivided  profits./  In  1906  and  1907  the  method  of 
computing  the  capital-stock  tax  (described  on  pp.  21-23  above)  and 
the  license  tax  under  sections  181  and  182  of  the  Tax  Laws  was 
materially  changed.  While  the  basis  of  the  tax  continued  to  be 
capital  stock  employed  in  the  State  the  value  of  the  capital  stock 
and  the  rate  of  the  tax  were  fixed  by  certain  arbitrary  rules,  l^p 
to  this  time  the  value  of  the  capital  stock  employed  within  the 
State  had  been  in  most  cases  determined  by  the  value  of  the 
property  itself.^  The  method  of  ascertaining  the  amount  of 
capital  stock  employed  in  the  State  by  means  of  the  property  or 

«Laws,  1880,  chap.  542.  «  Laws,  1895,  chap.  240. 

*  Laws,  1881,  chap.  361.  /  Laws,  1901,  chap.  535. 

c  Laws,  1886,  chap.  679.  g  People  ex  rel.  Commercial  Cable  Co.  v. 

d  Laws,  1886,  chap.  143.  Morgan,  178  N.  V.  433  (1904). 
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gross  assets   in   the  State  is  now  incorporated  in  the  statute. 
(See  pp.  21-22.) 

Distinctive  Features.   < 

Originally  all  state  and  local  revenues  were  derived  from  the 
general  property  tax,  but  gradually  this  system  has  been  changed 
until  at  the  present  time  the  entire  receipts  of  the  State  for 
state  purposes  are  derived  (apart  from  minor  incidental  reve- 
nues) from  special  taxes  and  receipts,  while  the  source  of  county 
and  other  local  revenues  remains  practically  the  same  as  it  was 
at  the  outset,  namely,  the  taxation  of  the  individual  and  of  the 
corporations  upon  both  real  and  personal  property.  The  personal 
property  tax  differs,  however,  from  the  usual  corresponding  tax 
elsewhere,  in  that  each  taxpayer,  individual  or  corporate,  is 
allowed  to  deduct  debts  from  the  entire  amount  of  personal  prop- 
erty instead  of  from  credits  alone.  Individuals  in  general  are  not 
required  to  render  statements  of  property  owned,  but  corporations 
are  required  to  render  such  statements. 

A  slight  change  in  the  practical  working  of  local  taxation  is 
brought  about  by  the  present  system  of  assessing  "special  fran- 
chises."^ By  this  plan  the  special  franchises  of  certain  public- 
service  corporations  are  classed  as  real  estate,  and,  while  valued  by 
the  State  Board  of  Tax  Commissioners,  the  taxes  thereon  are  col- 
lected and  retained  by  the  localities  in  which  the  special  franchises 
are  situate.  I/Ocal  tax  receipts  have  been  greatly  augmented  by 
receipts  from  the  liquor-license  tax,  a  large  part  of  which  is  for 
local  use.  By  the  separation  of  state  and  local  revenues  New 
York  State  escapes  many  difficult  theoretical  and  practical  prob- 
lems which  continue  to  trouble  the  tax  authorities  of  some  other 
States.  A  small  direct  property  tax  was  collected  in  1906,  but 
direct  taxation  on  real  and  personal  property  for  state  purposes 
was  discontinued  the  same  year. 

The  taxation  of  corporations  for  county  and  other  local  pur- 
poses upon  property  is  neither  in  its  historical  development  nor  in 
its  present  application  a  separate  and  distinct  system,  but  is  part 
of  the  general  system  of  local  taxation.  With  the  exception  of 
the  basis  of  the  tax,  and  some  of  the  forms  of  assessment,  the 
general  provisions  as  to  the  assessment,  remedial  procedure,  and 
collection  of  personal  property  taxes  apply  with  equal  force  to 
individuals  and  to  corporations. 

«" Special  franchises"  are  the  rights  of  public-service  corporations  to  the  use  of 
public  streets.     See  Tax  Law,  sec.  2,  subd.  3. 
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The  entire  system  of  state  taxation  on  stock  corporations, 
domestic  and  foreign,  rests  upon  the  theory  of  an  annual  tax  for 
the  privilege  of  carrying  on  business  in  the  State.  The  State 
leaves  the  localities  free  to  tax  the  corporations  on  property,  reserv- 
ing to  itself  the  right  to  tax  them  on  state  franchises  or  business. 

In  order  to  encourage  manufacturing  enterprises  the  State  is 
lenient  in  taxing  corporations  so  engaged.  Transportation  and 
transmission  companies,  with  certain  exceptions,  are  required  to 
pay  the  general  corporation  tax  based  on  capital  stock,  the  tax  on 
gross  earnings  (called  the  '* additional  franchise  tax"),  and  the 
general  property  tax,  which  includes  the  "special  franchise  tax.*' 

A  marked  peculiarity  is  found  in  the  taxing  of  certain  classes  of 
public-service  corporations  upon  the  amount  of  dividend  in  excess 
of  4  per  cent  declared  upon  the  actual  amount  of  paid  up  capital, 
and  in  classification  of  certain  corporations  by  financial  standing. 

Report  of  Special  Tax  Conunission. 

The  ref>ort  of  the  Tax  Commission,  1907,  says: 

**  It  is  admitted  on  all  sides  that  the  present  system  of  attempt- 
ing to  reach  corporations  for  local  purposes  on  their  personal  prop- 
erty is  ineffective.'' 

A  plan  is  suggested «  by  which  "corporations,  while  remaining 
subject  to  local  taxation  on  their  real  estate,  would  be  exempt 
from  direct  local  taxation  on  personal  property  and  would  pay  an 
increased  franchise  tax  to  the  state  authorities,  a  substantial  por- 
tion of  which  could  then  be  returned  to  the  localities.  *  *  *  in 
New  Jersey,  for  instance,  where  a  somewhat  similar  system  was 
introduced  in  1905  in  the  case  of  railroads,  the  tax  on  the  main 
stem  yielded  in  1906  $3,503,529.70,  as  against  $950,991.21  under 
the  prior  system;  and  of  this  amount  $2,533,867.35  is  to  be 
appropriated  for  the  benefit  of  the  schools  and  the  reduction  of 
local  taxes.  In  Pennsylvania  railroads  are  not  taxable  at  all  for 
local  purposes  on  personal  property."  In  regard  to  the  special 
franchise  tax,  the  commission  says  that  in  many  instances  corpo- 
rations have  neglected  or  even  refused  to  pay  their  taxes,  and  the 
present  remedies  have  not  been  sufficient  to  assure  their  collection. 
To  advertise  and  sell  telephone  and  telegraph  wires,  as  real  estate 
is  advertised  and  sold  under  the  present  law  for  nonpayment  of 
taxes,  does  not  produce  satisfaction  of  the  debt,  and  even  the 
so-called  lien  of  the  tax  upon  the  property  of  street  railways  has 
not  led  to  as  full  collection  of  this  tax  as  was  expected.* 


«  Report  of  Special  Tax  Commission,  1907,  pp.  21  and  22.  bibid.,  p.  26. 
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NEW  JERSEY. 

I.  GENERAL   VIEW. 
Chief  Features. 

First.  The  **  franchise  tax,"  based  on  the  par  value  of  the  capital 
stock  of  ** miscellaneous"**  corporations,  which  is  paid  to  the 
State  for  the  use  of  the  State. 

Second.  The  property  tax  on  railroads  and  canals,  including 
"privileges."* 

Third.  The  property  tax  on  public-service  corporations,  and 
their  "privileges,"  using  or  occupying  the  streets,  highways,  or 
other  public  places — such  as  street-railway,  water,  lighting,  tele- 
graph, telephone,  sewer,  and  pipe-line  companies. 

These  public-service  corporations  are  taxed  also  upon  the  basis 
of  their  gross  receipts,  and  this  "franchise  tax"  is  distributed 
among  the  local  ta;cing  districts. 

''Miscellaneous"  Corporations. 

"Miscellaneous"  corporations,  being  domestic  corporations  in 
the  main  not  doing  business  in  New  Jersey  (though  many  corpora- 
tions engaged  in  manufacturing  within  the  State  are  included), 
pay  for  state  purposes  what  is  termed  an  annual  license  fee  or 
franchise  tax,  based  on  the  par  value  of  the  capital  stock  issued. 
If  at  least  50  per  cent  of  the  outstanding  stock  be  invested  in 
manufacturing  or  mining  in  New  Jersey,  the  corporation  is 
exempted  from  this  tax.  Railroad,  canal,  and  other  public- 
service  corporations  are  also  exempted  therefrom. 

Railroads  and  Canals. 

Railroad  and  canal  corporations  are  taxed  for  both  state  and 
local  purposes  upon  their  real  and  personal  property,  including  in 
property  the  peculiar  privileges  of  eminent  domain  and  the  like. 


o  "Miscellaneous"  corporations  are  all  domestic  corporations  except  those  subject 
to  a  tax  upon  gross  receipts,  and  except  railroads  and  canals.  Most  of  them  are  not 
in  business  in  New  Jersey. 

b  "These  so-called  privileges,  as  to  railroad  and  canal  corporations,  arc,  as  a  matter 
of  fact,  represented  in  the  assessment  and  valuation  of  'main  stem,'  as  also  in  the 
valuation  of  the  franchises."     (Letter  from  the  Secretary  of  the  State  Board  of 
Assessors,  d»t^  Pctpl>cr  5,  1909.) 
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Other  Public-Service  Corporations. 

"Corporations  using  or  occupying  the  public  streets  or  high- 
ways"— namely,  lighting,  water,  street-railway,  telegraph,  tele- 
phone, sewer,  and  pipe-line  companies — pay  a  local  tax  on 
property,  including  privileges,  and  in  addition  are  taxed  upon 
gross  receipts,  termed  '^a  state  franchise  tax/*  This  tax  on 
gross  receipts  is  collected  and  used  by  the  local  taxing  districts. 

General  Property  Tax. 

All  corporations  are  taxed  locally  for  local  purposes  on  tangible 
property  as  are  individuals.  Yet,  in  the  case  of  railroad,  canal, 
and  other  public-service  corporations  there  are  special  provisions 
for  such  local  taxation. 

Foreign  Corporations. 

Foreign  corporations  generally  are  taxed,  in  and  for  the  benefit 
of  the  local  taxing  districts,  upon  the  amount  of  capital  usually 
employed  in  the  State  and  not  otherwise  taxed  on  real  or  personal 
property. 

Stockholders  and  Bondholders. 

Shares  of  stock  of  any  New  Jersey  corporation,  the  capital  or 
property  of  w^hich  is  taxed  by  the  State,  are  exempt  from  taxa- 
tion. All  other  stocks  and  bonds  are  by  law  taxable  to  the  holder 
as  personal  property,  but  as  a  matter  of  practice  the  tax  does  not 
appear  to  be  assessed. 

Administration. 

The  State  Board  of  Assessors  has  control  of  the  state  taxation 
of  corporations.** 

«  Sources  of  revenue  in  New  Jersey: 

Municipal  and  local  districts. — (a)  General  property  tax;  (/>)  on  second-class 
railroad  property;  (c)  on  gross  receipts  of  other  public-service  companies,  (ci)  license — 
liquor  and  business;  (r)  dog  tax;  (/)  jxjU  tax  under  county  limitations. 

County. — (a)  General  property  tax;  {b)  ta.x  on  bank  slock,  (c)  poll  tax,  in  coun- 
ties under  150,000  ]x)pulation. 

Stale. — (a)  Railroads  and  canals,  {b)  miscellaneous  corporations;  (r)  incorpora- 
tion fees;  (d)  collateral  inheritance  tax;  (c)  insurance  companies;  (/)  court  and 
judicial  fees;  {g)  miscellaneous. 


NEW  JERSEY.  35 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  THE 

STATUTES, 

Constitution. 

The  only  reference  to  taxation  in  the  constitution  of  New 
Jersey  is: 

**  Property  shall  be  assessed  for  taxes  under  general  laws,  and 
by  uniform  rules,  according  to  its  true  value."* 

Statutes.* 

General  Property  Tax. 

Under  the  general  tax  law,  codified  in  1903,  the  real  and  personal 
property  of  foreign  and  domestic  corporations  is  taxed  locally  for 
local  purp>oses,  like  that  of  individuals;  and  corporations  are 
"  regarded  as  residents  and  inhabitants  of  the  taxing  district  where 
their  chief  office  is  situated. ' '  ^^ 

Certain  property  is  exempt  from  taxation  under  this  act, 
including  the  personal  property  of  domestic  corporations  situated 
out  of  the  State  upon  which  taxes  have  been  actually  assessed  and 
paid  anywhere  within  twelve  months;  the  shares  of  stock  of  any 
corporation  of  this  State,  the  capital  or  property  of  which  is 
made  taxable  to  and  against  the  corporation,  and  all  offices  and 


a  Constitution,  Art.  IV,  Sec.  VII,  par.  12  (1875)  The  court  of  errors  and  appeals 
has  held  that  this  constitutional  provision  does  not  prevent  a  particular  class  of 
property  from  being  segregated  and  taxed  by  itself.  State  Hoard  of  Assessors  v. 
Central  R.  R.  Co  ,  48  N.  J.  Law,  146  (1886). 

*  Except  as  otherwise  indicated,  the  references  given  hereafter  are  to  the  General 
Statutes  of  New  Jersey,  1709- 1895,  3  volumes,  published  under  the  acts  of  April  4, 
1894,  and  March  20,  1895. 

c  Laws  1903,  chap.  208,  Art.  HI,  par.  16. 

Banking,  trust,  and  insurance  companies  are  specifically  taxed  under  the  particular 
provisions  of  sees.  17  and  18  of  the  law. 

The  owners  of  national-bank  stock  are  to  \ye  taxed  thereon  at  its  true  value.  In 
ascertaining  the  true  value  of  the  share  of  such  stock  for  taxation,  chap.  J34,  Laws 
1905,  does  not  require  that  the  nontaxable  property  of  the  hanks  should  be  deducted 
from  their  assets.  The  only  effect  of  that  act  is  to  allow  an  individual  to  claim  the 
same  deductions  against  the  assessment  of  his  shares  of  national-bank  stock  as  he 
might  against  his  other  personal  property.  Lippincott  v.  Lippincott,  Collector,  74 
N.  J.  Law,  439  (1907). 
40084—10 4 
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"franchises,"  and  all  property  used  for  railroad  and  canal  purposes, 
the  taxation  of  which  is  provided  for  by  any  other  law  of  this 
State.* 

Mortgages  owned  by  corporations  are  exempt  from  taxation  to 
the  same  extent  as  when  owned  by  natural  persons,  and  their  value 
is  deducted  from  the  value  of  the  capital  stock  or  personal  property 
in  ascertaining  the  valuation  subject  to  taxation,  provided  that 
this  shall  not  affect  or  reduce  any  franchise  tax.  ^  From  the  valua- 
tion of  personal  property  all  debts  due  to  creditors  residing  in  the 
State  may  be  deducted  upon  a  claim  sworn  to  by  the  president  or 
principal  officer  of  the  corporation,^  no  distinction  being  made 
between  individuals  and  corporations  in  regard  to  this  deduction 
for  debts. 

Taxes  collected  under  the  general  property  tax  law  are  used 
entirely  for  county  and  municipal  purposes.  There  has  been  no 
general  tax  levied  on  real  and  personal  property  for  state  expenses 
since  1884.^ 

Shares  of  stock  in  corporations  paying  this  tax  are  not  taxed  to 
the  holder;*^  but  their  bonds  and  other  securities  are  taxable. 

Railroads  and  Canals. 

The  law  of  1884  founded  a  system  of  segregating  the  property  of 
railroad  and  canal  companies,  used  for  railroad  and  canal  pur- 
poses, and  taxing  it  as  a  class  by  itself.  It  is  a  property  tax  by 
the  State,  levied  through  state  assessors  and  distributed  in  part  to 
the  state  treasury  and  in  part  to  the  local  taxing  districts  as 
hereinafter  described. 


o  Laws  1903,  chap.  208,  Art.  I,  sec.  3,  parts  i,  5,  8. 

In  Laws  1903,  chap.  208,  Art.  1,  sec.  3,  part  8,  '*The  word  'officers'  is  a  misprint  for 
'offices/  as  appears  by  an  inspection  of  the  original  act."  North  Jersey  Street  Rail- 
way Co.  V.  Jersey  City,  73  N.  J.  Law,  481  (1906). 

Under  the  general  tax  law  of  1903  all  offices  and  franchises  are  excluded  from  taxa- 
tion under  this  act,  whether  taxed  under  other  laws  or  not.  North  Jersey  Street  Rail- 
way V.  Jersey  City,  74  N.  J.  Law,  761  (1907). 

Stock  owned  by  the  corporation  which  issued  it  should  not  l)e  considered  in  deter- 
mining the  amount  of  the  franchise  tax  or  license  fee  under  the  corporation  tax  act. 
KnickerlxKker  Importation  Co.  v.  Board  of  Assessors,  73  N.  J.  Law,  94  (1905). 

^  Laws  1903,  chap.  208,  Art.  HI,  part  16. 

c  Ibid.,  part  13. 

^  The  state  courts  have  held  that  the  act  of  1866,  taxing  property,  was  not  super- 
seded with  respect  to  the  taxation  of  corporations  by  the  act  of  April  18,  1884,  impos- 
ing a  franchise  tax.  Both  schemes  of  taxation  apply  to  foreign  as  well  as  to  domestic 
corporations.  Also,  that  a  pipe  line  is  taxable  as  real  estate  where  it  is  located, 
although  the  owner  of  the  fee  has  reserved  the  use  of  the  surface  for  cultivation.  Pipe 
Line  Co.  v.  Berry,  53  N.J.  Law,  2 1 2  (1890). 

«  Laws  1903,  chap.  208,  Art.  I,  sec.  3,  part  5. 
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The  districts  assess  and  tax  any  property  of  these  companies 
not  used  for  raihoad  and  canal  purposes  in  the  same  manner  and 
at  the  same  rate  as  other  property  in  the  same  district.* 

Railroads  pay  to  the  local  taxing  districts  the  general  property 
tax  on  all  property  not  used  for  railroad  purposes;  and  the  tax  on 
"  second-class  *'  property,  though  collected  by  the  State,  is  rettu^ed 
to  the  local  districts.  For  state  uses  they  pay  taxes  on  the  **  main 
stem,"  all  tangible  property,  and  all  remaining  property,  including 
the  franchise.  That  is,  the  State  collects  the  taxes  on  all  four 
classes  and  gets  the  tax  on  Classes  I,  III,  and  IV,  below  set  forth, 
and  the  localities  receive  the  tax  on  Class  II.  All  of  the  tax  above 
one-half  of  i  per  cent,  received  from  the  railroads  under  the  **  aver- 
age rate  of  taxation,*'  is  now  expended  for  the  public  schools,  and 
the  money  is  divided  among  the  counties  in  proportion  to  the 
amount  of  taxable  real  and  personal  estate  in  the  respective 
counties. 

The  State  Board  of  Assessors  annually  ascertains  on  the  fol- 
lowing basis  the  true  value  of  all  property  used  for  railroad  or 
canal  purposes,  including  franchises:^ 

**I.  The  length  and  value  of  the  main  stem  of  each  railroad, 
and  of  the  waterway  of  each  canal,  and  the  length  of  such  in  each 
taxing  district. 

"II.  The  value  of  the  other  real  estate  used  for  railroad  or  canal 
purposes  in  each  taxing  district,  including  the  roadbed  (other  than 
main  stem),  waterways,  reservoirs,  tracks,  buildings,  water 
works,  riparian  rights,  docks,  wharves  and  piers,  and  all  other  real 
estate,  except  lands  not  used  for  railroad  and  canal  purposes. 

**III.  The  value  of  all  the  tangible  personal  property  of  each 
railroad  and  canal  company. 

o  Gen.  Stats.  Ill,  p.  3324,  amendment  March  27,  1888. 

The  Board  of  Equalization  of  Taxes,  created  by  Laws  1905,  chap.  67,  is  invested 
with  jurisdiction  to  determine  whether  railroad  property  is  assessable  by  the  local 
assessors  as  property  not  used  for  railroad  purposes.  Jersey  City  v.  Board  of  Equali- 
zation, 74  N.  J.  Law,  382  (1907). 

ft  The  act  directs  the  valuation  of  the  property  of  railroads  and  canals  to  be  made 
in  a  distributive  mode;  that  is,  first,  on  the  main  stem;  second,  the  other  real  estate 
used  for  railroad  purposes;  third,  the  tangible  personal  property;  fourth,  the  fran- 
chises. It  was  held  by  the  court  of  errors  that  such  system  of  valuations  was  con- 
stitutional and  unobjectionable.  Central  R.  R.  Co.  v.  Board  of  Assessors,  49  N.  J. 
Law,  I  (1886). 
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**IV.  The  value  of  the  remaining  property,  including  the 
franchise.'*** 

In  1906  the  **main  stem'*  was  declared  hereafter  "to  include 
the  roadbed,  not  exceeding  100  feet  in  width,  with  its  rails  and 
sleepers,  and  all  structures  erected  thereon  and  used  in  connection 
therewith,  not  including,  however,  any  passenger  or  freight  build- 
ing erected  thereon."'' 

The  taxes  on  the  property  included  in  II,  and  known  as  '*  second- 
class  '*  railroad  property,  are  assessed  *^  and  collected  by  the 
State,  but  the  entire  amount  is  paid  over  to  the  local  taxing 

oGen.  Stats.  Ill,  p.  3325,  amended  March  27,  1888. 

"Franchise"  in  New  Jersey  is  explained  under  "Miscellaneous  cori>orations," 
post,  p.  43. 

The  courts  have  held,  in  construing  the  act  of  1884,  that  "corporate  franchises  are 
property  and  taxable  as  such."  State  Board  of  Assessors  v.  Central  R.  R.  Co.,  48 
N.  J,  Law,  146  (1886). 

And  "  the  value  of  the  franchise  was  ascertained  by  placing  a  value  ujK)n  each  rail- 
road and  canal  company  as  a  whole;  this  value  was  roughly  ascertained  by  taking 
the  value  of  its  bonds  and  certificates  of  indebtedness  and  adding  to  this  value  the 
market  value  of  the  stock;  from  this  value  was  deducted  the  total  of  the  assumed 
value  of  the  real  estate  and  tangible  personal  property.  The  result  as  ascertained 
represented  the  difference  in  value  between  the  railroad  or  canal  company  as  a  whole 
and  the  combined  value  of  the  real  estate  and  tangible  personal  property  of  the  com- 
pany. The  State  Board  of  Assessors  assumed  that  60  i^er  cent  of  this  difference  rep- 
resented the  value  of  the  franchises,  and  the  railroad  was  thus  assessed."  Report  of 
Commissioner  on  Taxation,  1905,  pp.  102-103. 

ft  Laws  1906,  chap.  122. 

What  is  the  "  main  stem"  under  the  act  of  1888  is  a  question  of  fact.  As  between 
a  line  used  mainly  for  passenger  traffic  and  a  line  used  mainly  for  freight  traffic  the 
former  is  the  "main  stem."     Jersey  City  v.  Board  of  Assessors,  73  N.  J.  Law,  164 

(1905). 

As  between  two  lines  of  track  used  for  freight  traffic,  the  longer  line,  in  the  absence 

of  other  distinguishing  characteristics,  is  the  "  main  stem."     Jersey  City  v.  Board  of 

Assessors,  73  N.  J.  Law,  170  (1905). 

Merged  railroads,  operated  under  the  corporation  into  which  they  are  merged,  nor- 
mally retain,  for  purposes  of  taxation,  the  same  features,  with  regard  to  main  stem  and 
other  property,  as  each  line  possessed  at  the  time  of  the  merger.  A  main  stem  must 
always  exist  in  every  railroad,  and  to  tax  property  within  the  100  feet  of  its  roadl)ed, 
as  other  than  main  stem,  it  must  be  proved  that  it  is  not  used  for  transportation  of 
freight  or  passengers.     Jersey  City  v.  Board  of  Assessors,  74  N.  J.  Law,  720  (1907"). 

c  In  the  ascertainment  of  the  value  of  second-class  railroad  property  (under  act  of 
March  27,  1888)  the  State  Board  of  Assessors  is  required  to  value  such  property  at  its 
market  value.  Additional  value  imparted  to  such  property  by  its  use  under  a  rail- 
road franchise  should  not  be  included  in  such  ascertaining.  The  supreme  court  said 
further:  "The  plain  purpose  was,  to  use  a  homely  metaphor,  that  the  franchise  value 
should  be  '  skimmed  off'  for  the  use  of  the  State,  and  this  of  necessity  implies  that  no 
element  of  such  value  shall  be  confused  with  the  value  of  second-class  property,  and 
thus  go  to  the  uses  of  the  taxing  districts."  Long  Dock  Co.  v.  State  Board  of 
Assessors;  Morris  and  Essex  R.  Co.  v.  Same;  Central  R.  R.  of  N.  J.  i/.  Same,  73 
Atlantic  Reporter  (1909). 
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districts,  giving  each  the  tax  derived  from  such  property  situated 
therein.** 

An  act  of  1888^  defines  the  term  ** tangible  personal  property" 
as  including  the  rolling  stock,  cars,  locomotives,  ferryboats,  all 
machinery,  tools,  and  other  tangible  personal  property  of  any  rail- 
road, and  the  floating,  movable,  and  other  tangible  personal  prop- 
erty of  any  canal  company;  also  cars  not  belonging  to  the  com- 
pany but  built  for  its  use  and  actually  used  by  it  in  the  State. 
Sleeping-car  companies,  however,  are  now  taxed  on  gross  receipts 
under  the  law  of  1892. 

Railroad  or  canal  companies  make  annual  returns  under  oath, 
with  statements,  schedules  or  maps,  showing  the  length  and  value 
of  the  "  main  stem "  or  waterway,  and  its  length  in  each  taxing 
district,  with  the  character  and  value  of  all  tangible  personal 
property  used  by  it  for  railroad  or  canal  purposes.  The  return 
also  shows  (a)  the  amount  of  capital  stock  authorized  and  the 
niunber  of  shares  into  which  it  is  divided;  (b)  amount  of  capital 
stock  paid  up;  (c)  the  market  value,  and  if  no  market  value  the 
actual  value  of  the  shares  of  stock ;  and  (d)  the  total  amount  and 
details  of  all  indebtedness.  *^  The  State  Board  of  Assessors  assesses 
all  the  property  mentiraed,  including  the  franchises, **  and  upon 
such  valuation  each  company  pays  a  tax  to  the  State  at  the 
"average  rate  of  taxation." 

From  1884  to  1906  railroad  and  canal  companies  paid  a  fixed 
rate  of  one-half  of  i  per  cent  upon  the  valuation  as  the  state  tax, 
but  the  rate  was  changed  in  1906*  to  the  **  average  rate  of  taxa- 
tion," upon  Classes  I,  III,  and  IV,  under  which  the  amount  of  tax 


o  Laws  1905,  chap.  91, 

The  supplement  of  1905  to  the  act  for  the  taxation  of  railroad  and  canal  property 
(Laws  1905,  chap.  91)  does  not  violate  the  provision  of  the  state  constitution  requir- 
ing property  to  be  assessed  for  taxes  under  general  laws,  by  uniform  rules  and  accord- 
ing to  its  true  value;  nor  the  Fourteenth  Amendment  of  the  Federal  Constitution. 
Central  Railroad  Co.  v.  Board  of  Assessors,  74  N.  J.  Law,  i  (1905);  Bergen  and 
Dundee  R.  R.  v.  Board  of  Assessors,  74  N.  J.  Law,  742  (1907). 

2>Gen.  Stats.  Ill,  p.  3325. 

c  Laws  1906,  chap.  82,  sec.  i. 

c'  "  So  far  as  is  possible,  our  board,  in  its  estimation  of  the  value  of  the  franchises 
of  railroad  and  canal  corporations,  ascertains  the  market  value  of  the  stock  and 
bonds  of  such  corporations.  In  very  many  instances  there  are  no  quotable  values 
of  the  stock  and  bonds  of  the  subsidiary  corporations,  and  in  these  cases  we  are  com- 
pelled to  simply  approximate  such  figures  as  will,  in  the  judgment  of  the  board,  repre- 
sent the  value  of  such  stock  and  bonds."  (Letter  from  the  secretary  of  the  State 
Board  of  Assessors,  dated  October  5,  1909.) 

^  Laws  1906,  chap.  82,  sustained  by  the  court  of  errors  and  appeals  in  United 
N.  J.  R.  and  Canal  Co.  ct  al.  v.  Packer,  Collector,  75  N.  J,  Law,  771  (1908). 
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assessed  and  the  rate  of  taxation  were  more  than  trebled.  The 
"average  rate  of  taxation"  is  computed  in  accordance  with  the 
detailed  method  laid  down  in  the  statute." 

Shares  of  stock  in  corporations  paying  this  tax  are  not  taxed 
to  the  holder;  ^  but  their  bonds  and  other  securities  are  taxable. 

In  1909  the  legislature  passed  a  joint  resolution  authorizing  the 
governor  to  appoint  three  persons  to  make  a  revaluation  of  all 
rsiilroad  and  canal  property  in  the  State,  real  and  personal,  includ- 
ing separately  the  franchises,  and  to  make  a  complete  inventory 
and  appraisal  of  the  true  value  thereof.  ^ 

Other  Public-Service  Corporations. 

In  1900  public-utility  corporations  were  segregated  from 
** miscellaneous  corporations"  which  pay  the  franchise  tax  on 
capital  stock,  and  a  tax  upon  gross  receipts  was  imposed  by  the 
**  municipal  franchise  act"^  for  the  taxation  of  all  the  property 
and  franchises  *  of  all  persons  or  corporations  (other  than  munici- 
pal or  those  taxed  as  railroads  and  canals)  which  have  the  right 
to  use  or  occupy  the  streets,  highways,  roads,  lanes,  or  public 
places  in  the  State,  in  lieu  of  all  other  franchise  taxes.  This  tax, 
collected  by  and  for  the  use  of  the  local  taxing  districts,  is  in 
addition  to  the  taxation  of  real  and  personal  property  under  the 
general  property  tax  law. 

The  corporation  returns  to  the  State  Board  of  Assessors  a 
sworn  statement  showing  the  gross  receipts  of  its  business  in  New 
Jersey  for  the  preceding  year.  Any  corporation  having  part  of 
its  line  in  this  and  part  in  another  State,  or  part  on  private  prop- 
erty and  part  on  public  streets  or  highways,  reports  the  gross 
receipts  for  transportation  of  the  whole  line,  and  the  length  of 
the  whole  line  and  of  the  part  of  the  line  in  this  State  and  along 
any  public  place  or  highway;  and  the  tax  is  upon  such  proportion 
of  the  gross  receipts  as  the  length  of  the  line  in  the  State  along 
any  public  highway  bears  to  that  of  the  whole  line./     The  location 

a  Laws  1906,  chap.  82,  sec.  3. 

ft  Laws  1903,  chap.  208,  Art.  I,  sec.  3,  part  5. 

c  Laws  1909,  Joint  resolution  3. 

<*  Laws  1900,  chap,  195,  sec.  4. 

«  See  note  on  "franchise,"  p.  43. 

The  act  of  1900  for  the  taxation  of  franchises  of  persons  or  corporations  using  or 
occupying  pubHc  streets  is  constitutional.  This  tax  is  in  the  nature  of  a  Hcense  tax, 
and  not  a  tax  u|>on  property.  The  franchises  subject  to  this  tax  are  not  subject  to  a 
property  tax  under  the  general  tax  act  of  1903.  North  Jersey  Street  Ry.  Co.  v. 
Jersey  City,  73  N.  J.  Law,  481  (1906). 

/  Laws  1900,  chap,  195,  sec.  4. 
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in  county  and  municipality,  and  the  number  of  miles  in  each  of 
track,  pipe,  sewer,  or  wires  must  be  set  out  in  the  return.  A  tax 
of  2  per  cent  (except  street  railways  since  1906)  upon  the  annual 
gross  receipts  so  determined  is  assessed  in  lieu  of  all  other  franchise 
taxes  to  such  corporation.** 

In  1906  an  act  was  passed  for  the  taxation  of  street-railroad 
corporations  ^  conforming  to  the  law  of  1900  in  all  respects  except 
in  the  rate.  The  rate  was  made  for  the  year  1 906, 2  >^  per  cent  upon 
such  gross  receipts;  for  1907,  3  per  cent;  for  1908,  3J^  per  cent; 
for  1909,  4  per  cent;  for  1910,  4>^  percent;  for  1911  and  annually 
thereafter,  5  per  cent.*^ 

The  State  Board  of  Assessors  annually  apportions  the  tax 
described  in  this  section  to  the  various  taxing  districts  in  propor- 
tion to  the  value  of  the  property  located  in  or  under  the  streets 
and  highways  of  the  district,  and  the  tax  is  certified  to  the  districts 
where  collected,  and  is  used  as  are  other  local  taxes.  The  board 
has  the  power  to  inquire  into,  equalize,  and  revise  the  valuation  of 
the  local  assessors,  so  as  to  secure  a  uniform  basis  of  valuation 
throughout  the  various  taxing  districts.^ 

The  State  relinquished  its  right  to  assess  the  railroad  tax  of  1884, 
above  described,  against  corporations  covered  in  this  section.' 

Shares  of  stock  in  corporations  paying  this  tax  are  not  taxed 
to  the  holder,/  but  their  bonds  and  other  securities  are  taxable. 

Miscellaneous  Corporations — Tax  on  Par  Value  of  Capital  Stock. 

What  are  termed  *'  miscellaneous  corporations,"  being  all  domes- 
tic corporations  other  than  those  subject  to  the  payment  of  a  state 
tax  assessed  upon  the  basis  of  gross  receipts,  make  an  annual 
return  to  the  State  Board  of  Assessors,  stating  the  amount  of 
capital  stock  issued  and  outstanding  on  the  preceding  first  of 
January.  A  failure  to  so  report  will  cause  the  assessment  to  be 
made  upon  the  full  authorized  capital  stock  of  such  corporation, 

<»  Laws  1900,  chap.  195,  sec.  5,  and  sec.  8,  as  amended,  Laws  1902,  chap.  149. 

^  Laws  1906,  chap.  290. 

^  Laws  1906,  chap.  290,  sec.  5. 

^  Laws  1900,  chap.  195,  sees.  2,  3,  and  sec.  6,  as  amended,  Laws  1903,  chap.  142. 

«  "  Based  upon  the  last  previous  assessment  levied  against  these  corporations  (that 
for  the  year  1900),  the  loss  to  the  treasury  of  the  State  by  reason  of  the  operation  of 
chapter  195,  Laws  of  1900,  is  approximately  $101,000,  a  loss  that  is  more  than  com- 
pensated for  by  knowledge  of  the  fact  that  a  much  greater  sum  is  distributed  among 
the  taxing  districts  of  the  State."  Municipal  Franchise  Tax  Report  of  State  Board  of 
Assessors,  1901,  pp.  14-15.  The  amounts  assessed .  under  this  act  were  in  1906, 
1520,468.35;  in  1907,  $626,212.86;  in  1908,  $738,714.04;  and  in  1909,  $824,273.29. 

/Laws  1903,  chap.  208,  Art.  I,  sec.  3,  part  5. 
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instead  of  on  that  issued.     This  being  the  most  general  and  impor- 
tant provision  for  corporate  taxation,  it  is  given  in  full: 

**A11  corporations  *  *  *  shall  pay  an  annual  license  fee  or 
franchise  tax  of  one-tenth  of  one  per  centum  on  all  amounts  of 
capital  stock  issued  and  outstanding  up  to  and  including  the 
sum  of  three  million  dollars;  on  all  sums  of  capital  stock  issued 
and  outstanding  in  excess  of  three  million  dollars  and  not  exceeding 
five  million  dollars,  an  annual  license  fee  or  franchise  tax  of  one- 
twentieth  of  one  per  centum,  and  the  further  sum  of  fifty  dollars 
per  annum  per  one  million  dollars,  or  any  part  thereof,  on  all 
amounts  of  capital  stock  issued  and  outstanding  in  excess  of  five 
million  dollars;  and  any  shares  of  stock  either  fully  paid  or  par- 
tially paid  in  cash  or  by  property  purchased  whether  issued  or 
otherwise  shall  be  deemed  to  be  shares  of  stock  issued  and  out- 
standing until  such  shares  or  any  substitute  therefor  shall  have  been 
retired  and  actually  canceled.'*  ** 

This  act  does  not  apply  to  railroad,  canal,  or  banking  corpora- 
tions, or  to  savings  banks  or  to  corporations  not  conducted  for 
profit,  or  to  manufacturing  or  mining  corporations  of  whose  capital 
stock  outstanding,  at  least  50  per  cent,  is  invested  in  mining  or 
manufacturing  carried  on  within  this  State.* 

«  Laws  1906,  chap.  19.     For  details  see  "  Financial  Results,"  pp.  46-48. 

*>  Laws  1906,  chap.  19. 

The  amount  of  the  capital  stock  actually  issued  and  outstanding  forms  the  basis 
for  the  computation  of  the  franchise  tax.  If  the  company  has  accepted  subscriptions 
for  stock  it  is  considered  as  issued,  for  the  purpose  of  taxation,  even  though  not  paid 
for.     American  Pig  Iron  Storage  Co.  v.  State  Board,  56  N   J.  Law,  389  (1894). 

What  the  company  actually  does,  not  what  it  is  authorized  to  do,  determines 
whether  it  is  engaged  in  manufacturing  in  this  State.  Courts  will  give  the  word 
"manufacturing"  its  popular  meaning.  Where  a  company  prosecutes  the  business 
of  book  and  job  printing,  and  it  manufactures  on  orders  only,  it  is  a  manufacturing 
company,  but  printing  and  publishing  a  newspaper  is  not  manufacturing.  State, 
Evening  Journal  Association,  Prosecutor,  v.  State  Board,  47  N.  J.  Law,  36  (1885); 
Press  Printing  Co.  v.  State  Board  of  Assessors,  51  N.  J.  Law,  75  (1888). 

The  fact  that  a  company  has  ceased  to  do  business  and  to  use  its  franchise,  even 
though  compelled  so  to  do  by  the  decree  of  the  court,  does  not  relieve  it  from  the 
duty  to  pay  the  franchise  tax.  To  escape  from  taxation,  it  must  dissolve  in  the 
manner  prescribed  by  law.  State,  Edison  Phonograph  Co.,  Prosecutor,  v.  State  Board, 
55  N.  J.  Law,  55  (1892);  Re  Electric-Pneumatic  Transit  Co.,  51  N.  J.  Eq.  71  (1A93). 

The  liability  of  the  company  for  the  franchise  tax  continues  during  its  life,  even  after 
the  appointment  of  a  receiver.     Kirkpatrick  v.  State  Board,  57  N.  J.  Law,  53  (1894). 

Stock  once  issued  is  and  remains  outstanding,  within  the  purview  of  the  franchi.se 
tax  act,  although  owned  by  the  corporation  issuing  the  same,  until  retired  and  can- 
celed as  provided  by  statute  for  the  reduction  of  capital  stock.  Knickerbocker 
Importation  Co.  v.  Board  of  Assessors,  74  N.  J.  Law,  583  (1906). 

A  corporation  whose  sole  asset  is  a  contract  with  a  second  corporation  for  the  manu- 
facture and  sale  of  machinery  and  division  of  profits,  the  second  having  control  of  the 
business  and  the  risks  of  manufacture,  is  not  entitled  to  exemption  as  having  50  per 
cent  of  its  capital  stock  invested  in  manufacturing  carried  on  within  this  State. 
Buffalo  Refrigerating  Machine  Co.  v.  Assessors,  72  N.  J.  Law,  127  (1905). 
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The  annual  return  to  the  State  Board  of  Assessors  by  the  com- 
pany °  sets  out  the  amount  of  capital  stock  authorized ;  into  how 
many  shares  it  is  divided;  how  many  shares  are  fully  paid,  either 
in  cash  or  by  property  purchased ;  how  many  shares  are  partially 
paid;  the  amount  of  capital  stock  issued;  and  the  nature  of  the 
business  of  the  ■  corporation.  Also,  whether  the  corporation  is 
engaged  in  manufacturing  or  mining;  and,  if  so,  where;  the  total 
amount  of  capital  stock  invested  in  manufacturing  or  mining, 
and  to  what  extent  in  New  Jersey;  and,  finally,  the  local  assessed 
valuation  for  the  previous  year  of  the  corporation's  real  and  per- 
sonal estate  used  in  manufacturing  or  mining  in  New  Jersey.^ 

These  last  questions  are  asked  because,  under  the  law  of  1906,*^  if 
any  manufacturing  or  mining  company  carrying  on  business  in 
the  State  has  less  than  50  per  cent  of  its  stock  invested  in  business 
in  the  State,  the  company  pays  the  capital-stock  tax,  but  in  the 
computation  of  such  tax  deduction  is  made  from  the  capital  stock 
of  the  assessed  value  of  real  and  personal  property  used  in  the 
State.  ^ 

The  ** franchise  tax"  on  ** miscellaneous  corporations"  is  a 
** license  fee"  exacted  for  the  benefit  of  the  State  from  a  cor- 
poration for  the  use  and  employment  of  its  corporate  rights  and 
privileges.  It  is  in  no  sense  a  property  tax,  as  the  ascertainment 
of  the  true  value  of  a  franchise  is  not  a  preliminary  to  taxation, 
nor  does  it  determine  the  license  fee  to  be  paid,  the  basis  for  such 
fee  being  made  arbitrarily  by  the  legislature.' 


a  Gen.  Stats.  Ill,  p.  3337;  act  of  March  17,  1892,  sec.  2. 

^  Blank  Report,  issued  by  State  Board  of  Assessors,  1908. 

c  See  note  b  on  page  42. 

^  Laws  1906,  chap.  19. 

«  The  yearly  tax  levied  upon  miscellaneous  corporations  is  a  franchise  tax,  imposed 
as  a  charge  for  the  privilege  of  being  a  corjxiration,  or  of  exercising  corporate  powers. 
Singer  Mfg.  Co.  v.  Heppenheimer,  54  N.  J.  Law,  439  (1892). 

The  franchise  tax  or  license  fee  which  corporations  are  required  to  pay  under  the 
act  of  1884,  is  a  tax  or  fee  which  the  State  exacts  as  a  condition  to  the  grant  of  a 
corporate  franchise  and  is  not  a  property  tax.  Cable  Co.  r.  Attorney -General,  46  N.J. 
Eq.  270  (1889). 

Mere  corporate  franchises  are  not  taxable  under  the  general  tax  law.  Passaic 
Water  Co.  v.  Paterson,  56  N.  J.  Law,  471  (1894). 

By  the  act  of  1884  the  legislature  has  declared  the  condition  upon  which  depends 
the  enjoyment  of  franchise,  namely,  the  payment  of  an  armual  tax  or  charge  or 
impost  byway  of  license.  In  this  connection,  the  meaning  of  the  phrase  "  l)y  vvay  of" 
becomes  important.  It  may  be  taken  to  mean  "  as  for  the  ])urp<)se  of,"  "  in  character 
of,'*  "as  being."  To  paraphrase  the  section,  "Every  corporation  designated  in  the 
act  shall  have  and  use  and  enjoy  its  cor[X)rate  franchises,  heretofore  granted,  uiK>n  the 
payment  for  the  benefit  of  the  State,  of  a  license  fee,  exacted  for  such  use  and  enjoy- 
ment."    A  reference  to  the  seventh  section  of  the  act  of  1884  makes  this  construction 
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Shares  in  corporations  paying  this  tax  are  not  taxed  to  the 
holder,  but  their  bonds  and  other  securities  are  so  taxable. 

Special  Classes. 

A  few  corporations — numbering  only  ii  in  1909 — though 
included  under  the  heading  '*  miscellaneous  corporations,'*  are 
not  taxed  on  capital  stock.  They  are  not  taxed  like  public-utility 
corporations  (see  p.  40),  but  are  reached  under  a  supplement  of 
1892  to  the  act  of  i884.« 

These  1 1  included  5  express  companies  not  owned  by  a  railroad 
company  (2  per  cent  upon  the  gross  receipts  from  business  done 
in  the  State) ;  i  parlor,  palace,  or  sleeping  car  company  (2  per 
cent  upon  the  gross  receipts  from  business  done  in  the  Stafe) ;  i 
gas  and  electric  light  company  (one-half  of  i  per  cent  upon  the 
gross  receipts  from  business  done  in  the  State,  and  5  per  cent  upon 
dividends  paid  in  excess  of  4  per  cent),  and  4  life-insurance  com- 
panies incorporated  in  New  Jersey  (i  per  cent  upon  the  amount 
of  surplus  on  the  preceding  31st  of  December,  and  also  thirty-five 
one-hundredths  of  i  per  cent  upon  the  total  gross  insurance  pre- 
miums collected  during  the  preceding  year). 

The  shares  of  stock  of  these  special  corporations  are  not  taxable 
to  the  holders,  but  their  other  securities  are  so  taxable. 

Foreign  Corporations. 

Under  the  general  tax  law  of  1903,  foreign  corporations,  oth^r 
than  insurance  companies,  doing  business  in  New  Jersey,  are  taxed 
in  and  for  the  benefit  of  the  local  taxing  districts,  upon  the  amount 


certain.  By  that  is  provided  a  penalty — a  punishment — for  the  failure  or  refusal  of 
the  corporation  to  pay  this  "tax"  so-called,  license  fee  in  reality.  Jersey  City  Gas 
Light  Co.  V.  United  Gas  Improvement  Co.,  46  Fed.  Rep.  264  (1891). 

The  New  Jersey  courts  had  previously  taken  the  same  ground.  For  example: 
"The  law  in  question  imposes  a  tax  on  certain  corporations  by  way  of  a  license  for 
exercising  corporate  franchises."  Cable  Co  v.  Attorney-General,  46  N.  J.  Eq.  270 
(1889).  "The  tax  imposed  by  the  statute  is  a  license  fee  to  exercise  corporate  fran- 
chises."    Press  Printing  Co.  v.  Stale  Board  of  Assessors,  51  N.  J.  Law,  75  (1888). 

"There  is  some  confusion  of  thought  and  expression  in  reference  to  the  taxation  of 
corporate  franchises.  There  are  two  kinds  -thfe  first  is,  the  right  to  exist  in  corporate 
form,  without  reference  to  the  powers  that  under  such  form  the  corj>oration  may 
exercise,  such  as  miscellaneous  corporations  taxed  by  way  of  license  fees,  the  second, 
the  franchises  that  are  taxed  as  property,  is  the  privilege  enjoyed  by  the  corporation 
exercising  certain  powers  derived  from  the  Stale,  such  as  the  right  to  take  land  by  con- 
demnation, to  charge  tolls  and  the  like,  under  the  railroad  and  canal  franchises." 
(Report  of  Commi.ssion  on  Assessment  and  Taxation,   1905,  p.  161.) 

o  Gen.  Stats.  Ill,  pp.  3337-3338,  as  supplemented  March  17,  1892,  sec.  4.  The  tax 
on  these  companies  is  termed  "an  annual  license  fee  or  franchise  tax," and  in  1909, 
while  the  four  insurance  companies  paid  the  State  a  little  over  $439,000,  the  seven 
others  paid  about  $5,250  in  taxes,  out  of  a  total  of  over  $3,238,000  assessed  against 
' '  miscellaneous  corporations. ' ' 
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of  capital  usually  employed  in  the  State  and  not  otherwise  taxed 
on  real  and  personal  property.* 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  1909  was  92  per  cent. 

ToTAi*  Statb  Rbceipts,  Taxes  from  Corporations,  Other  Taxes,  and  Receipts 
FROM  Sources  Other  than  Taxes,  Year  ended  October  31,  1909.* 

Total  state  receipts,  all  sources $8,  637,  221.  57 

Special  taxes  on  corporations: 

Railroads,  for  1909 $3, 386,  503. 71 

Railroads,  previous  to  1909 369,  517.  73 

Capital  stock  tax,  1909  c 2,  349,  182.  29 

Capital  stock  tax,  previous  to  1909 272,  755.  45 

Bank  and  insurance  fees 218, 623.  32 

Corporation  fees 183, 954.  25 

Total  state  taxes  from  corporations 6,  780, 536.  75 

Other  taxes: 

Inheritances ! 569, 449.  67 

Total  taxes  for  state  purposes,  all  sources 7, 349, 986.  42 

Receipts  from  sources  other  than  taxes: 

Interest  and  dividends 103, 039.  77 

Clerk's  fees,  Supreme  Court 69,  483.  50 

Clerk's  fees.  Court  of  Chancery 44,  336.  23 

Judicial  fees 27, 475.  81 

State  prison  receipts 105, 469.  20 

Repayment  on  school  loan 175, 000. 00 

Miscellaneous  receipts  ^ 762, 430.  64 

Total  receipts  from  sources  other  than  taxes i,  287,  235.  15 

Total  state  receipts,  all  sources 8, 637,  221.  57 

o  Lpws  1903,  chap.  208,  Art.  Ill,  sec.  16. 

In  1904  an  act  was  passed  for  the  licensing  and  taxation  of  foreign  corporations, 
imposing  a  tax  of  5  per  cent  upon  the  gross  receipts  from  business  done  in  the  State; 
but  the  State  Board  of  Assessors  that  same  year  recommended  the  rc|)cal  of  the  law 
upon  these  grounds:  That  the  net  results  of  the  act  had  not  met  the  exiiectations  of 
its  framers;  that  5  per  cent  upon  the  gross  receipts  was  an  excessive  tax,  as  many 
corporations  transact  business  upon  a  marg^in  of  profit  not  exceeding  5  \x^r  cent;  and, 
finally,  that  the  act  would  probably  cause  other  States  to  enact  retaliatory  legislation 
against  New  Jersey  cr)rporations.  In  1905  the  act  was  rej^ealed  in  tt)to,  leaving  for- 
eign corporations,  as  such,  to  be  taxed  under  the  general  projierty  tax  law  for  local 
purposes. 

The  state  courts  have  held  that  a  State  can  not  tax  a  foreign  corporation  on  a  prin- 
ciple different  from  that  in  which  it  can  tax  one  of  the  domestic  corporations.  Ivrie 
Ry.  Co.  V.  State,  31  N.  J.  Law,  531  (1864). 

ft  Report  of  State  Treasurer,  1909,  p.  17. 

c  This  tax  is  collected  from  miscellaneous  corporations  largely  from  other  States, 
but  incorporated  under  the  laws  of  New  Jersey. 

^^ $11,257. II  of  this  amount  were  fees  collected  for  filing  reports  and  recording 
certificates  and  amendments. 
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Proportion  of  Revenue  from  Corporations. 

Since  1 884  there  has  been  no  tax  for  purely  state  purposes  levied 
on  the  real  and  personal  property  of  individuals  in  New  Jersey, 
unless  the  school  tax  may  be  so  considered,  and  this  last,  as  here- 
after noted,  will  be  largely  paid  in  the  future  by  the  railroads. 

In  1909  the  total  tax  receipts  of  the  state  treasurer  were 
$7,349,986.42,  of  which  sum  the  corporations  paid  about  eleven- 
twelfths.  This  amount  subtracted  from  $8,637,221.57,  the  total 
receipts  of  the  state  treasurer  for  1909,  leaves  $1,287,235.15  de- 
rived from  interest  on  bonds  and  deposits,  fees  and  fines  collected 
by  the  courts  and  various  state  boards  and  commissions,  and  re- 
ceipts from  state  institutions. 

Revenue  from  Various  Classes  of  Corporations. 

(a)  The  1 1 ,022  **  miscellaneous  *'  corporations  taxed  upon  capital 
stock  were  assessed  for  $3,238,083.46  in  taxes  for  1909.  Of  that 
sum  the  state  treasurer  collected  during  the  year  $2,349,182.29 
and  also  $272,755.45  of  taxes  impaid  in  previous  years,  to  which 
may  be  added  $183,954.25  for  corporation  fees  paid  to  the  secre- 
tary of  state,  making  a  total  of  $2,805,891.99  collected  in  1909 
from  this  class  of  corporations,  and  being  a  net  increase  of 
$209,255.82  over  the  aggregate  of  $2,596,666.17  collected  in  1908 
from  the  same  source. 

The  following  table  gives  a  summary  and  comparative  statement 
of  the  assessments  levied  upon  mi^ellaneous  corporations  for  the 
years  1884  to  1909,  inclusive: 

Tax  Assessments  i^pon  Miscellaneous  Corporations.^  1884  to  1909. 


1884 
188s 
1886 
1887 

1 888 
1889 
1890 
1891 
1893 
1893 
1894 

1895 
X896 


Year. 


Number 
of  cor- 
porations 
assessed. 


619 

797 
917 

I*  132 

1.457 
1.698 

2.  103 
2.377 

3.  149 
3.  889 
4.283 
4.450 
4.593 


Amount  of  tax 
assessed. 


Sr95.773.5i 

235.  769.40 

244.035.81 

287. 702. 13 

360.  197.  59 

438.893.42 

574.048.  16 

629,  6s9.  63 

788.486.86 

973.417  19 

1.077.066.39 

1.092,  744-59 

x,o6o,  056.  52 


Increase 
in  number 
of  corjxjra- 
tions  as- 
sessed. 


Increase 
(4- )  or  de- 
crease (— ) 
in  amount 
of  tax 

assessed. 


178 

X30 
215 
32s 
241 

40s 
274 
772 
740 

394 
167 

143 


+540, 
+     8, 

+    43. 
+    72. 

+  78. 
+  135. 
+  55. 
+  158. 
+  184. 
+  103. 
+  15. 
-   32. 


495.89 
a66. 41 
666.3a 
495.46 

695  83 
154. 74 
61 1  . 46 
827.  34 

930.33 

649. 30 

678  ao 
688.07 


o  Report  of  State  Board  of  Assessors.  1909,  part  2,  p.  6. 
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Tax  Assessments  upon  Miscellaneous  Corporations,  1884  to  1909 — Continued. 


Year. 


1897 
1898 

1899 
1900 
Z90I 
1903 
1903 
1904 
I90S 
X906 

1907 
1908 

1909 


Number 
of  cor- 
porations 
assessed. 


4.777 
5.188 

5- 469 
6.60a 

7.»94 
8.  567 
9.449 
10.013 
10.065 
10. 330 
10.307 
10, 821 
11.03a 


Amount  of  tax 
assessed. 


Increase 
in  number 
of  corpora- 
tions as- 
sessed. 


>i.o7s. 
1.197. 
1.33a. 
a.  048. 

a. 315. 
3.878. 
3.380. 
3.663. 
3*605. 

3.5x5. 
3*356. 
3. 267. 
3.a38. 


ayS.sa 

030.54 

635.9s 
008.03 

592.78 
073. II 
439-  87 
589.96 

473.5a 
878.  00 
638.25 
3SO. 14 
083. 46 


184 
411 
a8x 

133 
693 

a73 
88  a 

564 
5a 

165 
77 

514 

301 


Increase 
(+■)  or  de- 
crease (  — ) 
in  amount 
of  tax 

assessed. 


+$15. 
+  121. 

+  135. 
+  715. 
+  367. 
+  563. 

+  5oa. 
+  383. 

-  58. 

-  89. 
-159. 

-  89. 

-  29. 


aaa. 00 
75a. 03 
605.41 
37a. 08 

,584.75 
480.33 

366. 76 

150.09 

1x6.44 

595. 5a 

339.75 
288    II 

266.68 


The  small  increases  in  the  number  of  corporations  assessed  do 
not  show  the  actual  number  of  new  ones,  as  since  1891,  in  which 
year  the  law  was  passed,  the  governor  has  each  year  declared 
forfeited  several  hundred  charters  of  companies  which  had  failed 
to  pay  their  taxes  for  two  years.  In  1906  there  were  1,407;  in 
1907,  1,623;  in  1908,  1,172;  and  in  1909,  1,189  charters  thus  pro- 
claimed void. 

(6)  The  taxes  upon  the  gross  receipts  of  public-utility  corpora- 
tions were  assessed  by  the  State  in  1909  for  $824,273.29,  but  these 
were  apportioned  to  and  collected  by  the  local  taxing  districts  for 
their  own  use.  This  was  an  increase  of  $85,559.25  over  the  sum 
assessed  for  1908. 

(c)  In  the  case  of  railroads  and  canals,  the  taxes  upon  the 
"main  stem,  including  franchise  and  tangible  personal  property," 
go  to  the  State,  and  those  upon  ** second-class  property"  to  the 
local  taxing  districts. 

In  1906  and  1907  the  second-class  property  was  assessed  by  the 
local  assessors  under  a  law  passed  in  1906,  but  this  was  declared 
unconstitutional,*  and  an  act  of  1908  ordered  the  State  Board  of 
Assessors  to  make  the  assessments  for  those  years.  In  1909  the 
state  board  levied  a  tax  of  $1,324,992.01,  at  full  local  rates,  upon 
second-class  property  and  apportioned  it  to  the  local  districts. 

Previous  to  1906  there  was  a  fixed  rate  of  taxation  of  one-half 
of  I  per  cent  upon  the  main  stem,  franchise,  and  tangible  property, 
but  in  1906  an  **  average  tax  rate  "  was  computed,  making  the  rate 


o  United  N.  J.  R.  and  Canal  Co.  et  al.  v.  Packer,  Collector,  75  N.  J.  Law,  771  ( 1908). 
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1.801  in  1906,  1.627  in  1907,  1.681  in  1908,  and  1.808  in  1909. 
While  this  increased  the  amount  of  tax  very  greatly,  chapter  146, 
Laws  of  1906,  provided  that  of  the  state  tax  all  in  excess  of  a  sum 
equal  to  one-half  of  i  per  cent  should  be  devoted  to  the  support  of 
the  public  schools,  thus  giving  the  State  no  more  than  the  natural 
increase  of  the  tax. 

Comparison  of  Assessments  op  Raii*roads.« 


Year. 

Valuation. 

Tax. 

Year. 

Valuation. 

$372, 279.990.00 
279.059.611.00 

Tax. 

190S 

1906 

1907 

S190. X98. 24300 
194.532. 469. 00 
aoo,045. 173- 00 

8950.991.  21 
3.503.529  70 
3.254.734.96 

1908 

1909 

$3,394,350.79 
3.  725. 103. 14 

a  Reports  of  State  Board  of  Assessors,  1 906-1 909.  part  z. 

Additional  Details  as  to  "Miscellaneous  Corporations." 

The  gross  amount  of  the  **  franchise  tax  "  has  been  large,  exceed- 
ing $3,500,000  in  each  of  several  years.  The  sum  assessed  in  1909 
was  $3,238,083.46  upon  11,022  corporations  with  a  total  capital 
stock  of  $7,943,297,667,  giving  an  average  tax  of  $293.78.  A 
number  of  companies  pay  small  sums,  some  as  low  as  $1,  so  that 
the  assessments  vary  from  a  minimum  of  $1  to  a  maximum  of  over 
$47,000.  The  tax  upon  a  capitalization  of  $25,000,000  is  $5,000, 
and  66  companies,  for  example,  are  assessed  for  $5,000  or  more, 
with  a  total  of  $472,349.49. 

IV.  COMMENTS. 

General  Corporation  Tax. 

Other  States  have  copied  New  Jersey  in  whole  or  in  part,  both 
in  methods  and  results,  in  the  taxation  of  corporations.  The  tax 
on  "miscellaneous  corporations'*  is  to  a  very  large  extent  col- 
lected from  industries  conducted  outside  the  State,  New  Jersey 
having  gone  into  the  business  of  creating  corporations  for  revenue 
purposes. 

Historical. 

In  making  corporations  an  important  source  of  revenue,  the  law 
for  graded  fees  for  filing  incorporation  certificates  was  passed  in 
1883  and  amended  in  1893,  ^^^  ^"  ^8^4  ^^e  annual  tax  on  capital 
stock  was  enacted,  each  of  these  provisions  producing  large 
revenue. 

In  the  infancy  of  railroad  corporations  the  amount  of  state  tax 
was  small,  being  one-half  of  i  per  cent  on  the  cost  of  the  roads, 
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with  no  assessment  for  local  taxes;  and  many  roads  had  special 
provisions  in  their  charters  imposing  very  low  rates  of  taxation. 
The  companies  extended  their  operations  and  acquired  valuable 
property,  and  in  1872  an  act  was  passed  to  harmonize  the  charters 
and  equalize  the  taxation,  and  in  1873  ^^e  law  fixed  a  rate  of  one- 
half  of  I  per  cent  upon  the  cost.  In  1876  true  value  was  substi- 
tuted for  cost,  to  conform  to  the  new  constitution  of  1875,  and 
under  the  acts  of  1873  ^^d  1876  the  state  and  local  taxes  were 
assessed  until  the  law  of  1884  established  the  present  systen\.« 

Not  only  has  the  New  Jersey  system  of  taxing  corporations 
raised  a  revenue  for  state  expenses  without  levying  any  state 
property  tax  since  1884,  but  in  each  year  since  1906  a  sum  exceed- 
ing $2,500,000  toward  the  support  of  the  public  schools  has  been 
paid  by  the  railroads.  The  revenue  derived  from  the  taxes  on 
public-utility  companies  and  on  the  ** second-class"  property  of 
the  railroads  is  apportioned  to  the  local  taxing  districts,  and  these 
collect  also  the  general  property  tax  on  the  corporate  real  and 
personal  property  within  their  boundaries. 

Central  Administration. 

The  Tax  Commission  of  1905  stated  that  the  average  assessment, 
compared  with  the  true  value  of  real  property,  in  the  21  counties 
of  New  Jersey  was  but  56  per  cent,  varying  from  48  to  80  per 
cent  in  the  different  counties.  There  are  about  479  local  taxing 
districts  in  the  State,  and  under  the  system  of  taxing  corporations 
there  has  been  a  steady  trend  toward  centralization  of  adminis- 
tration. 

All  matters  for  revision  and  correction  of  the  work  of  the  local 
assessors  come  before  the  county  boards  of  taxation,  created  in 
1906.  The  State  Board  of  Equalization,  substituted  in  1905  for 
the  State  Board  of  Taxation,  has  power  to  revise  the  action  of  the 
assessors  and  of  all  other  boards  of  tax  revision. 

The  State  Board  of  Assessors,  created  in  1884,  has  control  of 
the  state  taxation  of  corporations.  As  corporations  are  assessed 
by  the  State  Board  of  Assessors,  the  basis  of  valuation  is  more 
nearly  even  throughout  the  State  than  it  could  be  under  any  sys- 
tem of  local  assessment.  The  methods  of  collecting  are  simple 
and  effective  and  comparatively  inexpensive.  As  the  law  of  1884 
and  many  of  the  important  amendments  have  been  contested  by 
the  corporations,  the  tax  laws  have  been  construed  by  the  highest 
courts  of  the  State,  so  that  both  the  State  and  the  corporations 
now  imderstand  their  respective  rights. 

«  State  Board  of  Assessors  v.  Central  Railroad  Co.,  48  N.  J.  Law,  146  (1886). 


50  TAXATION   OF   CORPORATIONS. 

Omitted  Classes. 

The  Report  of  the  State  Board  of  Taxation  for  1902  stated  that 
*' steamboat,  vessel,  and  boat  property  is  not  generally  taxed  in 
New  Jersey.  This  is  from  an  idea  of  the  assessors  that  it  is 
exempt,  or  that  its  taxation  is  prohibited  by  the  interstate  laws 
of  Congress.  This  is  an  erroneous  impression.  *  *  *  There 
are  over  2,500  vessels  registered  at  the  customs  ports  in  New  Jersey. 
This  does  not  include  yachts,  lighters,  or  boats  under  five  tons 
net.**<»  This  omission  probably  affects  local  taxation  rather  than 
that  of  corporations. 

Features  Peculiar  to  the  State. 

The  assessment  by  the  state  board  does  away  with  the  inequali- 
ties of  local  assessments,  and  the  rate  of  taxation  is  fixed  by  the 
same  authority.  From  1884  until  1906  the  railroads  paid  a  flat 
rate  of  one-half  of  i  per  cent,  which  in  time  made  a  decided  ine- 
quality between  their  rate  and  that  of  citizens  owning  adjacent  or 
similar  property,  but  in  1906  the  railroads  were  required  to  pay 
at  the  "average  rate  of  taxation,*'  which  nearly  quadrupled  the 
amount  of  their  taxes  and  did  away  with  this  inequality. 

The  complex  system  of  railroad  taxes,  based  in  the  main  on 
property,  but  dividing  the  property  into  four  classes,  some  of 
which  are  taxed  for  the  State  and  others  for  the  local  districts, 
appears  to  be  peculiar  to  New  Jersey. 

Collateral  Inheritance  Tax  as  Affecting  Corporations. 

The  1894  act  to  tax  collateral  inheritances,  as  amended  in  1906,* 
imposes  a  tax  upon  the  transfer  of  any  property,  real  or  personal, 
of  the  value  of  $500  or  over,  or  of  any  interest  therein  or  income 
therefrom,  when  the  transfer  is  by  will  or  under  the  intestate 
laws  to  collateral  heirs  or  legatees,  or  to  corporations,  excepting 
religious  and  charitable  organizations.  The  rate  of  tax  is  fixed  at 
5  per  cent  upon  the  clear  market  value  of  the  property. 

lender  this  law  the  tax  is  collected  on  the  transfer  of  stock  in 
every  New  Jersey  corporation  when  descending  to  collateral  heirs 
or  legatees.  It  has  been  pointed  out  that  this  comparatively 
recent  legislation  will  have  an  important  effect  on  the  value  of 
stock  in  New  Jersey  corporations. 


a  At  p.  31  of  said  report.  &Laws  1906,  chap.  228. 
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PENNSYLVANIA. 

I.  GENERAL  VIEW. 
Chief  Features. 

First.  State  taxes  on  '* capital  stock*'  (practically  net  assets), 
on  corporate  bonds,  loans,  etc.,  and  on  gross  receipts,  for  state  pur- 
poses. There  is  an  almost  complete  separation  of  local  and  state 
taxation. 

Second.  A  tax  on  real  estate  and  certain  personal  property  of 
corporations,  both  domestic  and  foreign,  collected  locally,  for  local 
purposes. 

Property  Tax. 

Real  estate  and  certain  personal  property  of  domestic  and  for- 
eign corporations  (other  than  that  essential  to  the  exercise  of  the 
corporate  franchises  of  public-service  corporations)  are  taxable  for 
local  piu-poses  like  the  property  of  individuals.  Public-service 
corporations  are  taxable  for  local  purposes  in  like  manner  on  prop- 
erty not  used  in  the  corporate  business.  The  exemption  of  pubUc- 
service  corporations  referred  to,  however,  does  not  extend  to 
certain  special  locally  imposed  taxes. 

^'Capital-Stock  Tax." 

Domestic  and  foreign  corporations  (except  manufacturing,  finan- 
cial,  and  certain  others)  pay  to  the  State  for  state  purposes  an 
annual  tax  of  5  mills  upon  each  dollar  of  the  actual  value  of  the 
"capital  stock"*  employed  in  business  within  the  State. 

Tax  on  Gross  Receipts  of  Transportation!  Transmission,  and  Electric- 
Light  Companies. 

In  addition  to  the  local  property  tax  and  the  state  taxes  on 
capital  stock  and  corporate  loans,  every  freight  and  passenger 
transportation,  oil  pipe  line,  telegraph,  telephone,  express,  and 
electric-Ught  company  is  subject  to  an  annual  state  tax  of  eight- 
tenths  of  I  per  cent  on  gross  receipts. 

<^  The  meaning  of  the  term  "capital  stock"  as  used  here  may  be  stated  in  general  to 
be  the  property  and  assets  of  the  company,  less  indebtedness.     See  note  d,  p.  56. 
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Tax  on  Corporate  Loans. 

Corporations,  domestic  and  foreign,  pay  to  the  State  an  annual 
tax  of  4  mills  per  dollar  on  the  face  value  of  all  their  "  scrip,  bonds, 
or  certificates  of  indebtedness,"  except  on  bonds  not  owned  in  Penn- 
sylvania. This  tax  is,  in  theory,  deducted  by  the  company  from  the 
interest  on  the  obligation,  and  paid  to  the  State.  In  practice, 
however,  it  is  usually  borne  by  the  corporation.  It  is  not  imposed 
on  obligations  owned  by  corporations  paying  the  capital-stock  tax, 
upon  those  held  by  banks  or  charitable  institutions,  or  upon  certain 
other  obligations.** 

Stockholders  and  Bondholders. 

Shares  in  corporations  liable  to  the  tax  on  capital  stock  and  in 
corporations  expressly  exempt  therefrom  (principally  manufactur- 
ing companies)  are  not  taxed  to  the  holders.  Bonds  of  domestic 
corporations  are,  in  theory,  taxed  to  resident  holders  by  the  **  cor- 
porate-loan tax,"  but  the  tax  is  paid  by  the  company  (see  preced- 
ing paragraph).  Bonds  of  foreign  corporations  are  taxed  to  the 
holders.     Foreign-held  bonds  are  not  taxed  in  Pennsylvania. 

Foreign  Corporations. 

Foreign  corporations  doing  business  or  having  property  in  the 
State  are  subject  to  taxation,  for  both  state  and  local  purposes,  like 
domestic  corporations. 

Administration.  ^ 

State  taxes  are  assessed  and  levied  by  the  auditor-general  and 
approved  by  the  state  treasurer.  Some  state  taxes  are  payable 
directly  into  the  state  treasury  and  others  are  collected  by  the 
local  taxing  authorities  and  by  them  paid  into  the  state  treasury. 

Local  taxes  are  assessed  and  collected  by  local  authorities. 

ff  Sec  pp.  59,  6o. 

^  Sources  of  revenue  in  Pennsylvania: 

Municipal  and  local  districts. — (a)  Tax  on  real  estate  and  certain  personal  property; 
(6)  one-half  of  2  per  cent  tax  on  premiums  of  foreign  fire  insurance  companies;  (c) 
business  taxes  and  licenses;    <d)  poll  tax;   (e)  fines  and  fees. 

County. — (a)  Tax  on  real  estate  and  certain  personal  property,  b)  three-fourths 
of  special  personal-property  tax ;  (c)  bonus  of  Erie  Railroad  Company ;  d)  business 
taxes  and  licenses;    (e)  fines  and  fees. 

State. —  a)  One-fourth  of  special  personal-property  tax ;  b)  collateral  inheritance 
tax;  (c)  corporation  taxes;     d)  business  taxes  and  licenses;   (e)  fines  and  fees. 
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II.  DETAILS  AS  TO  THE  CONSTITUTION  AND  THE 

STATUTES. 

Constitution. 

It  is  provided  in  the  constitution  that  **the  power  to  tax  corpo- 
rations and  corporate  property  shall  not  be  surrendered  or  sus- 
pended by  any  contract  or  grant  to  which  the  State  shall  be  a 
party  I*'**  that  all  taxes  shall  be  imposed  by  general  laws,  and  shall 
be  uniform  upon  the  same  class  of  subjects ;  *>  that  no  street  railway 
shall  be  constructed  within  the  limits  of  any  city,  borough,  or 
township  without  the  consent  of  its  local  authorities.  ^  Under  this 
latter  constitutional  right,  some  localities  impose  a  yearly  tax  as  a 
consideration  for  the  franchise  rights. 

Statutes. 

LOCAL  taxation. 
Property  Tax. 

Corporations,  other  than  public-service,  are  taxed  locally  for 
local  purposes  upon  their  real  estate  and  certain  personal  property, 
in  the  same  manner  as  individuals;  public-service  corporations  are 
taxable  on  so  much  of  their  property  as  is  not  essential  to  the 
exercise  of  their  corporate  franchises. 

**  Just  what  personal  property  is  subject  to  taxes  for  county  or 
local  purposes  is  sometimes  difficult  to  determine.*'''  Except 
horses  and  cattle,  there  is  now  practically  no  personal  property 
which  is  taxable  locally.  The  law  originally  imposed  a  local 
tax  on  mortgages,  bills  and  accounts  receivable,  judgments,  and 
shares  of  stock.*  From  time  to  time,  laws  exempting  part  of  the 
property  enumerated  from  local  taxation  have  been  passed.  The 
most  important  exemptions  are  bonds  of  domestic  railroad  com- 
panies,/ shares  of  corporations  paying  the  state  tax  on  capital 
stock, ^  and  mortgages,  judgments,  recognizances,  and  moneys 
owing  upon  agreements  for  the  sale  of  real  estate,  except  those 
given  by  corporations.* 

o  Constitution,  Art.  IX,  sec.  3. 

*  Constitution,  Art.  IX,  sec.  i. 

c  Constitution,  Art.  XVII,  sec.  9. 

^  "Taxation  of  Corporations,  etc.,  in  Pennsylvania,"  by  John  F.  Whitworth,  p.  265, 

<  Act  of  1844,  P.  L.  486,  sec.  32. 

/  Act  of  May  i,  1854,  P.  L.  535. 

g  Act  of  Jan.  3,  1868,  P.  L.  1318. 

*  Act  of  1868,  P.  L.  61. 
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Exemption  of  Public-Service  Corporations. 

Public-service  corporations,  domestic  and  foreign,  are  exempt 
from  local  taxation  on  so  much  of  their  property,  real  and  personal, 
as  is  essential  to  the  exercise  of  their  corporate  franchises  (except 
in  Philadelphia  and  Pittsburg) ,  but  this  exemption  does  not  seem 
to  extend  to  assessments  for  municipal  improvements.* 

It  is  interesting  to  note  that  there  is  no  statute  granting  to 
public-service  corporations  the  exemption  above  mentioned.  The 
law  seems  to  have  developed  entirely  from  judicial  decisions.  ^ 

While  the  exemption  of  property  of  public-service  corporations 
applies  to  the  property  tax,  it  does  not  apply  to  the  special  taxes  by 
cities  and  boroughs,  many  of  which  impose  such  taxes  under  rights 
given  by  the  constitution  and  statutes. 

In  Philadelphia,  the  law  provides  that  **the  offices,  depots,  car 
houses  and  other  real  property  of  railway  corporations  situate  in 
said  city,  the  superstructure  of  the  road  and  water  stations  alone 
excepted,  shall  be  subject  to  taxation  by  ordinance  for  city  pur- 
poses,'*^  and  in  Pittsburg  all  real  estate  of  any  railroad  company  is 
subject  to  taxation  for  city  purposes.^ 

^  A  claim  for  sewer  was  filed  against  land  of  the  defendant,  a  railroad  company. 
The  main  track  of  the  company  entered  the  tract  and  by  numerous  branches  and 
switches  led  to  the  wharves  where  coal  and  iron  are  loaded  and  unloaded  from  and 
into  cars.  A  greater  portion,  though  not  all,  of  the  lot  in  question  is  traversed  by 
these  tracks:  Held,  (i)  That  the  construction  of  laws  regulating  the  ordinary  annual 
taxation  of  property  would  not  exempt  such  lot  as  a  whole  from  taxation;  (2)  that 
having  regard  for  the  principle  or  reason  upon  which  this  construction  is  based,  and 
to  it  alone,  it  does  not  apply  to  a  statute  authorizing  municipal  assessments  for  local 
improvements  which  are  imposed  and  collected  as  an  equivalent  for  benefits  received. 
Land  of  a  railroad  company  may  be  liable  to  such  assessment,  although  it  might  not 
be  to  ordinary  annual  taxation.  Philadelphia  v.  Phila.  &  R.  R.  R.  Co.,  i  Pa.  Superior 
Ct.  Rep.  236  (1896).     See  also  Phila.  v.  North  Pa.  R.  R.  Co.,  16  Pa.  C.  C.  620  (1895). 

&  The  beginning  was  in  the  case  of  Piper  et  al.  v.  Singer,  4  Serg.  &  Rawle,  354  ( 1818). 
While  this  case  is  not  directly  in  point,  it  is  cited  to  show  how  exemptions  are  created 
by  judicial  construction. 

The  first  case  directly  in  point  is  Schuylkill  Bridge  Co.  v.  Frailey,  13  Serg.  &  Rawle, 
422  (1825).  The  leading  case  is  Lehigh  Coal  and  NavigationCo.  v.  Northampton  County, 
8  Watts  &  Serg.  334  (1845).  See  also  Ry.  Co.  v.  Berks  County,  6  Pa.  70  (1847): 
Schuylkill  Navigation  Co.  v.  Com.  Berks  County,  11  Pa.  202  (1849);  Com.  of  Wayne 
County  V.  Del.  and  Hudson  Canal  Co.,  15  Pa.  35 1  (1850) ;  N.  Y.  and  Erie  Co.  v.  Sabin,  26 
Pa.  242  (1856);  Westchester  Gas  Co.  v.  Chester  County,  30  Pa.  232  (1858);  Carbon 
Iron  Co.  V.  Carbon  County,  39  Pa.  251  (1861);  Lackawanna  Iron  and  Coal  Co  v. 
County  of  Luzerne,  42  Pa.  424  (1862). 

c  Act  of  Apr.  21,  1858,  P.  L.  385. 

d  Act  of  Jan.  4,  1859,  P*  L*  ^^^9  sec.  3. 
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Bonus  of  Erie  Railroad  Company. 

The  New  York  and  Lake  Erie  Railroad  Company,  now  the  Erie 
Railroad  Company,  was  authorized  ^  to  extend  a  portion  of  its  line 
through  certain  counties  in  Pennsylvania,  and  for  this  privilege  was 
required  to  pay  the  state  $10,000  annually.  An  act  of  1899,^ 
provided  that  this  amount  should  be  distributed  proportionately 
between  the  counties  through  which  the  line  of  the  Erie  Railroad 
Company  passes.  While  general  in  terms,  the  act  applies  only 
to  this  particular  case. 

Licenses. 

In  addition,  special  taxes  and  licenses  are  imposed  by  certain 
localities  upon  public-service  corporations  and  upon  some  mercan- 
tile pursuits.  Corporations  following  such  pursuits  are  liable  in  the 
same  manner  as  individuals. 

Stockholders  and  Bondholders. 

Stocks  and  bonds  are  not  taxed  under  the  local  property  tax. 
But  see  note  a,  page  62. 

Foreign  Corporations. 

Foreign  corporations  are  taxable  locally  on  property  situate  in 
this  State  like  domestic  corporations. 

STATE  TAXATION. 

Of  the  taxes  imposed  exclusively  for  state  revenue,  it  is  neces- 
sary for  present  purposes  to  consider  only  three,  namely,  the 
**  capital-stock  tax,"  the  **  tax  on  corporate  loans,"  and  the  **  gross- 
receipts  tax  on  transportation,  transmission,  and  electric-light 
companies." 

'<Capital-Stock  Tax."  « 

This  is  the  important  corporation  tax  of  Pennsylvania.  The 
meaning  of  the  term  ''capital  stock"  as  used  herein  may  be  stated 
to  be  in  general  the  assets  of  the  company  less  indebtedness.  A 
tax  at  the  rate  of  5  mills  upon  each  dollar  of  the  actual  value  ^  of 

o  Act  of  Mar.  26,  1846,  P.  L.  179. 

6  Act  of  May  ii,  1899,  P.  L.  289. 

c  Act  of  June  i,  1889,  P.  L.  420;  act  of  June  8,  1891,  P.  L.  229;  act  of  June  8,  1893, 
P.  L.  353;  act  of  June  7,  1907,  P.  L.  430- 

<'  As  a  general  rule,  it  may  be  said  that  the  tax  on  capital  stock  is  a  tax  on  the 
property  and  assets  of  the  company  in  the  State.  The  measure  of  the  actual  value 
is  a  question  of  fact  which  is  determined  in  each  particular  case  by  considering  the 
value  of  the  corporation's  property  and  assets  of  every  kind,  including  its  real  and 
personal  property,  bonds,  and  mortgages  owned  by  it,  and  moneys  at  interest,  its 
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the  "capital  stock"  employed  within  the  State  is  imposed  for 
state  purposes  upon  all  domestic  and  foreign  corporations,*"  with 
the  following  exceptions: 

(i)  Banks,  savings  institutions,  and  foreign  insurance  com- 
panies. 

(2)  Manufacturing  companies  (except  companies  engaged  in 
brewing  or  distilling  spirits  or  malt  liquors,  and  such  as  enjoy 
and  exercise  the  right  of  eminent  domain)  are  exempt  in  so  far  as 
their  capital  stock  is  employed  in  manufacturing  within  the  State.* 

(3)  Bourse  or  exchange  hall  companies,  except  when  dividends 
are  declared.*^ 

Railroad  companies  whose  lines  are  partly  within  and  partly 
without  the  State  are  taxed  on  their  "capital  stock**  (assets)  in 
the  proportion  which  the  miles  of  their  main  track  in  Pennsyl- 
vania bears  to  their  total  mileage.**  Palace -car  companies, 
domestic  and  foreign,  are  taxable  upon  their  "capital  stock"  in 
the  proportion  which  the  number  of  miles  traveled  by  their  cars 
in  Pennsylvania  bears  to  the  total  number  of  miles  traveled  by 
all  their  cars.' 

franchises  and  privileges,  its  earning  capacity,  the  selling  price  of  the  stock,  and  the 
future  prospects  of  the  corporation.  The  amount  of  indebtedness  and  incumbrance 
upon  the  corporate  property  must  also  be  considered.  Commonwealth  v.  Allegheny 
Heating  Co.,  2  Daup.  C.  R.  91  (1897);  Commonwealth  v.  Edgerton  Coal  Co.,  164  Pa. 
284  (1894);  Commonwealth  v.  Sharon  Coal  Co.,  3  Daup.  C.  R.  243  (1893);  Common- 
wealth V.  Jamestown  and  Franklin  R.  R.  Co.,  3  Daup.  C.  R.  255  (1893);  Common- 
wealth V.  John  W.  Haney  Co.,  Ltd.,  i  Daup.  C.  R.  184  (1895);  Commonwealth  v. 
Delaware,  Susquehanna  and  Schuylkill  R.  R.,  3  Daup.  C.  R.  249  (1894):  Common- 
wealth V.  Provident  Life  and  Trust  Co.  of  Phila.,  3  Daup.  C.  R.  264  (1894);  Common- 
wealth V.  West  End  Coal  Co.,  182  Pa.  353  (1897);  Commonwealth  v.  D.,  L.  and  W. 
R.  R.  Co.,  3  Daup.  C.  R.  266  (1894);  Commonwealth  v.  Phila.  Co.,  3  Daup.  C.  R.  259 
(1894);  Commonwealth  v.  Pittsburg  and  Western  Ry.  Co.,  166  Pa  453  (1895);  Com- 
monwealth V,  N.  Y.,  P.  and  O.  R.  R.  Co.,  188  Pa.  169  (1898):  Commonwealth  v. 
Fall  Brook  Railway  Co.,  188  Pa.  199  (1898);  Commonwealth  v.  Pine  Creek  Ry.  Co., 
188  Pa.  198  (1898);  Commonwealth  v.  Manor  Gas  Coal  Co.,  188  Pa.  195  (1898).  Com- 
monwealth V.  Union  Traction  Co.  of  Phila.,  i  Daup.  C.  R.  178  (1898);  Commonwealth 
V.  Manor  Gas  Coal  Co.,  2  Daup.  C.  R.  121  (1899). 

<|  Applies  also  to  joint  stock  associations  and  limited  partnerships.  The  rate  on 
domestic  fire  and  marine  insurance  companies  is  3  mills  on  the  dollar.     Act  of  June 

7   1907,  P.  L.  430. 

ft  Act  of  June  8,  1893,  P.  L.  353;  act  of  June  7,  1907,  P.  L.  430.  For  capital-stock 
tax  on  brewing  and  distilling  companies,  see  p.  59. 

c  Act  of  June  10,  1893,  P.  L.  417. 

<<  Commonwealth  v.  Erie  Ry.  Co.,  98  Pa.  127  (1881);  Commonwealth  v.  Delaware, 
Lackawanna  and  Western  R.  R.,  145  Pa.  96  (1891). 

'Pullman's  Palace  Car  Co.  v.  Pa.,  141  U.  S.  18  (1891). 
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Telegraph  companies,  domestic  and  foreign,  are  taxed  on  their 
** capital  stock"  (assets)  in  the  proportion  which  the  length  of 
their  lines  within  the  State  bears  to  the  total  length  of  all  their 
lines.**  Companies  owning  bridges  connecting  Pennsylvania  with 
another  State  are  taxable  in  Pennsylvania  upon  one-half  of  their 
**  capital  stock  "  only.  ^  Capital  stock  of  manufacturing  companies 
invested  in  bonds,  mortgages,  and  other  securities,  the  same  not 
being  essential  to  manufacture,  is  subject  to  the  capital-stock 
tax;  and,  like  other  corporations  paying  a  capital-stock  tax, 
manufacturing  corporations  are  not  required  to  return  such  securi- 
ties  for  taxation  to  local  assessors.*^ 

The  amount  of  the  tax  is  fixed  by  the  auditor-general  and  state 
treasurer,  upon  annual  reports  made  by  all  companies,  and  upon 
other  information.'' 

Corporations  paying  the  state  tax  on  their  entire  capital  stock 
are  exempt  from  the  state  tax  on  the  bonds,  mortgages,  judgments, 
and  other  obligations  owned  ("Tax  on  Corporate  Loans*'),*  inas- 
much as  such  securities  are  part  of  their  "capital  stock."  Such 
personal  property  of  a  domestic  corporation  as  has  not  acquired 
a  situs  in  another  jurisdiction  is  taxable  in  Pennsylvania  as  capital 
stock. ^  So  also  mortgages  on  property  in  other  States  held  by 
domestic  corporations  are  included  in  the  valuation  of  capital 
stock.'  If  part  of  the  capital  stock  be  invested  in  shares  of  another 
corporation  which  pays  the  capital-stock  tax,  or  in  exempted  cor- 
porations^ (principally  manufacturing),  that  part  is  deducted  in 
making  assessment. 

o  Commonwealth  r.  Western  Union  Telegraph  Co.,  15  W.  N.  C.  331  (1884). 

^  Commonwealth  v.  Trenton  Bridge,  9  Am.  L.  Reg.  (O.  S.)  298  (i860). 

<^  Commonwealth  v.  Lackawanna  Iron  and  Coal  Co.,  129  Pa.  346  (1889);  Common- 
wealth V.  Germania  Brewing  Co.,  4  Daup.  C.  R.  52  (1890). 

^  Act  of  June  8,  1891,  P.  L.  229. 

e  See  p.  59. 

/  The  value  of  coal  which  a  Pennsylvania  mining  corporation  has  shipped  to  and 
has  on  hand  in  other  States  for  the  purpose  of  sale  and  not  to  serve  any  permanent 
corporate  purpose  can  not  be  deducted  in  determining  the  value  of  the  capital  stock 
of  such  corporation  for  the  purpose  of  taxation.  So  also  unpaid  purchase  money 
due  to  a  Pennsylvania  cor]X)ration  for  land  situated  in  another  State,  and  sold  by 
the  corporation,  is  to  be  considered  in  ascertaining  the  value  of  the  capital  stock  of 
the  corporation  for  the  purpose  of  taxation,  although  the  corporation  has  taken  a 
mortgage  on  the  property  to  secure  the  purchase  money.  Commonwealth  v.  Pa. 
Coal  Co.,  197  Pa.  551  (1901). 

^  Act  of  June  8,  1891,  P.  L.  229.  The  base  of  capital  stock  is,  therefore,  the  total 
appraised  value  of  the  property  of  the  company  less  so  much  of  this  sum  as  repre- 
sents investments  in  United  States  bonds,  or  in  patent  rights  or  in  shares  of  stock 
in  corpwrations  that  have  been  assessed  and  tuxed  on  capital  stock,  or  in  shares  of 
corporations-  exempt  therefrom  (principally  manufacturing).  Commonwealth  v. 
Lehigh  Coal  and  Navigation  Co.,  162  Pa.  603  (1894). 
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Brewing  and  Distilling  Companies. 

Brewing  and  distilling  companies  are  not  included  in  the  exemp- 
tion of  manufacturing  companies  from  the  capital-stock  tax.** 
Distilling  companies  ar^  taxed,  as  a  separate  class,  lo  mills  per 
dollar  of  actual  value  of  their  whole  capital  stock.  This  provision 
applies  also  to  companies  wholesaling  spirituous  liquors,  and  does 
not  diflFer  from  the  general  "capital-stock  tax"  except  in  the 
rate.*    Breweries  pay  the  regular  capital-stock  tax  of  5  mills. 

Tax  on  Corporate  Loans. 

The  law  provides  that  the  treasurer  of  a  corporation,  domestic  or 
foreign,^  when  paying  the  interest  on  any  "scrip,  bond,  or  cer- 
tificate of  indebtedness*'  of  the  corporation,  shall  deduct  from 
such  payments  4  mills  on  every  dollar  of  the  face  value  of  the 
debt  and  pay  the  same  into  the  state  treasury.  This  tax  is  for 
state  purposes  only.  The  holders  of  such  obligations  are  then 
exempt  from  further  taxation  thereon.  Corporations  are  re- 
quired to  make  an  annual  report  to  the  auditor-general  stating 
the  amount  of  indebtedness  of  the  corporation  held  by  resi- 
dents of  Pennsylvania.'* 

The  following  classes  of  corporate  loans  are  not  taxable  under 
this  provision: 

(i)  Obligations  held  in  their  own  right  by  corporations  paying 
the  state  tax  on  capital  stock;  such  obligations  enter  into  the 

«  Act  of  June  7,  1907,  P.  L.  430,  amending  act  of  June  8,  1893,  P.  L.  353. 

^  Act  of  July  15,  1897,  P.  L.  294. 

<^  Foreign  corporations  doing  business  in  the  State  are  required  equally  with  do- 
mestic companies  to  report  their  loans  held  by  residents  of  Pennsylvania,  and  to  col- 
lect and  pay  the  tax  thereon.  Commonwealth  v.  N.  Y.,  L.  E.  and  W.  R.  R.  Co.,  129 
Pa.  463  (1889):   150  Pa.  234  (1892). 

The  Supreme  Court  of  the  United  States,  however,  in  N.  Y.,  L.  E.  and  W.  R.  R.  Co. 
4'.  Pa.,  153  U.  S.  628  (1894),  held  that  the  State  of  Pennsylvania  could  not  con- 
stitutionally impose  upon  the  N.  Y.,  L.  E.  and  W.  R.  R.  Co.,  a  New  York  corpora- 
tion, the  duty,  when  paying  in  the  city  of  New  York  the  interest  due  upon  bonds, 
scrip,  or  certificates  of  indebtedness  of  that  company  held  by  residents  of  Pennsyl- 
vania, of  deducting  from  the  interest  so  paid  the  amount  assessed  upon  said  securities 
in  the  hands  of  residents  of  Pennsylvania.  As  a  matter  of  fact,  the  greater  part  of 
the  foreign  corporations  doing  business  in  Pennsylvania,  which  issue  bonds,  scrip, 
and  certificates  of  indebtedness,  are  railroads  or  companies  of  a  similar  nature,  and 
most  of  these  pay  the  interest  on  their  obligations  by  checks  drawn  in  New  York  or 
some  other  place  without  the  State. 

^  Act  of  June  30,  1885,  P.  L.  194;  act  of  June  8,  1891,  P.  L.  229.  In  theory,  the 
tax  is  not  on  the  corporation,  but  on  the  holders  of  its  obligations,  the  company  being 
held  responsible,  however,  for  the  collection  of  the  tax  by  its  treasurer.  In  practice, 
the  tax  is  usually  paid  by  the  corporation,  which  issues  its  obligations  "  free  and  clear 
from  all  state  taxes."  (Compendium  and  Brief  History  of  Taxation  in  Pennsylvania, 
1906,  p.  75,  published  by  the  department  of  the  auditor-general.) 
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value  of  capital  stock  and  are  taxed  under  the  provisions  of  the 
state  capita^stock  tax  law.* 

(2)  Obligations  held  by  trust  companies,  national,  state,  and 
savings  banks.  ^ 

(3)  Notes  discounted  or  negotiated  by  banks,  savings  associa- 
tions, or  trust  companies.  *" 

(4)  Obligations  held  by  nonresidents  of  Pennsylvania  in  their 
own  right, ^  and  by  persons  whose  residences  are  unknown.* 

(5)  Obligations  held  and  owned  by  institutions  of  purely  public 
charity.' 

(6)  Obligations  of  their  members  held  and  owned  by  building 
and  loan  associations.  If  given  by  persons  not  members  of  the 
association  holding  them,  they  are  taxable.*' 

(7)  Obligations  on  which  no  interest  has  been  paid  or  earned 
during  the  tax  year,  from  which  the  tax  could  have  been  deducted.* 

Tax    on    Gross    Receipts    of    Transportation,    Transmission,    and 
Electric-Light  Companies. 

In  addition  to  the  ** capital  stock"  and  ** corporate  loan*' 
taxes,  every  transportation,  oil  pipe  line,  telegraph,  telephone, 
express,  and  electric-light  company  doing  business  within  the 


«  Act  of  June  7,  1907,  P.  L.  430. 

*  A  savings  bank  paying  a  tax  upon  its  capital  stock  is  exempt  from  taxation  upon 
bonds  of  a  corporation  owned  by  it.  People's  Savings  Bank  v.  Monongahela  River 
Consolidated  Coal  and  Coke  Co.,  29  Pa.  Superior  Court,  153  (1905);  see  also  Com- 
monwealth V.  Clairton  Steel  Co.,  11  Daup.  C.  R.  25  (1908);  Commonwealth  v.  White 
Haven  Water  Co.,  11  Daup.  C.  R.  22  (1908). 

c  Act  of  June  8,  1891,  P.  L.  229.  Notes  discounted  by  private  bankers  or  unin- 
corporated banks  are  not  exempt.  Commonwealth  v.  McKean  County,  200  Pa.  383 
(1901). 

^  State  Tax  on  Foreign  Held  Bonds,  15  Wall.  300  (1872). 

«  If  the  state  tax  officials  find  that  the  treasurer  of  a  corporation  has  made  an 
exhaustive  effort  and  is  unable  to  ascertain  the  residences  of  the  holders  of  anv  obli- 
gations  of  his  company,  the  obligations  so  held  by  persons  whose  residences  are 
unknown  will  be  exempted  from  taxation;  but  if  he  is  not  found  to  have  made  such 
proper  effort  the  obligations  so  held  will  be  taxed,  the  company  being  held  for  the 
tax  if  it  fails  to  collect  it  as  required  by  law.  Commonwealth  v.  People's  Pass.  Ry. 
Co.,  183  Pa.  353  (1898);  Commonwealth  v.  Allentown  Terminal  R.  R.  Co.,  2  Daup. 
C.  R.  81  (1897):  Commonwealth  v.  Lehigh  Valley  R.  R.  Co.,  186  Pa.  235  (1898); 
Commonwealth  v.  Manor  Gas  Coal  Co.,  5  Daup.  C.  R.  81  (1902). 

/  Mattern  v.  Caulvin,  213  Pa.  588  (1906),  a  case  which,  though  not  exactly  in 
point,  shows  the  policy  of  the  State  not  to  tax  property  held  for  charitable  and 
religious  purposes. 

ff  Act  of  May  22,  1883,  P.  L.  39. 

*  Commonwealth  v.  Phila.  Traction  Co.,  i  Daup.  C.  R.  117  (1889);  Commonwealth 
V.  J.  Langdon  &  Co.,  Inc.,  i  Daup.  C.  R.  123  (1890);  Commonwealth  v.  P.  N.  and 
N.  Y.  R.  R.  Co.,  13  Pa.  C.  C.  65  (1893). 
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State  <»  pays  a  tax  of  eight- tenths  of  i  per  cent  on  gross  receipts 
from  business  done  wholly  within  the  State.*  This  tax  is  pay- 
able to  the  State  for  state  purposes  only. 

Corporations  are  not  taxable,  however,  on  receipts  derived 
from  interstate  transportation  and  transmission.  Express  com- 
panies employing  railroad  and  other  companies  to  do  their  trans- 
portation are  not  entitled  to  exemption  on  the  amount  of  receipts 
paid  for  such  service,  even  though  the  payments  enter  into  the 
amotmts  upon  which  the  other  companies  have  paid  tax.*^ 

Electric  light,  heat,  and  power  companies  are  taxable  upon 
receipts  from  all  sources,  except  such  as  may  not  result  from  the 
sales  of  the  product  of  such  companies.** 

Licenses. 

In  addition  to  the  foregoing  state  taxes,  to  which  corporations 
are  liable,  business  taxes  and  licenses  are  imposed  for  state  pur- 
poses upon  the  manufacture  and  sale  of  liquors  and  upon  certain 
mercantile,  financial,  and  other  pursuits  and  occupations.  Corpo- 
rations doing  such  business  are  liable  in  like  manner  as  individuals. 

Stockholders  and  Bondholders. 

Shares  in  corporations  liable  to  the  '* capital-stock  tax**  or 
expressly  exempted  therefrom  (principally  manufacturing  corpo- 
rations) are  not  taxed  in  the  hands  of  the  holders,*  but  shares  of 
stock  in  foreign  corporations  not  paying  the  capital-stock  tax  in 
Pennsylvania  are  taxable  as  personal  property  /  in  the  hands  of 
the  holders  notwithstanding  that  the  property  of  such  companies 
is  taxable  in  other  States.^  Bonds  of  domestic  corporations  are, 
in  theory,  taxed  to  the  holder  for  state  purposes  only,  at  4  mills 
on  the  dollar  of  nominal  value,  by  the  ** corporate-loan  tax,**  but 
the  tax  is  usually  paid  by  the  corporation.*  Foreign-held  bonds 
are  not  taxed  in  Pennsylvania.*     Bonds  of  foreign  corporations 

«  Applies  also  to  joint  stock  associations  and  limited  partnerships  engaged  in 
transportation,  transmission,  and  electric  lighting. 

*  Act  of  June  1,  1889,  P.  L.  420,  sec.  23. 

c  Commonwealth  v.  U.  S.  Express  Co.,  157  Pa.  579  (1893). 

^  Thus,  receipts  from  the  furnishing  of  electric  power,  sale  of  steam,  electric  sup- 
plies, scrap,  etc.,  are  taxable.  Commonwealth  v.  New  Castle  Electric  Co.  et  al., 
5  Daup.  C.  R.  89  (1902). 

^  Act  of  June  8,  189 1,  P.  L.  229,  sec.  i,  amending  act  of  June  i,  1889,  P.  L.  420. 

/See  note  a,  p.  62. 

0  Capital  stock,  owned  by  a  citizen  of  Pennsylvania,  in  a  corporation  located  in 
another  State,  and  paying  taxes  therein,  is  taxable  in  Pennsylvania  for  state  and 
county  purposes.     McKeen  v.  County  of  Northampton,  49  Pa.,  519  (1865). 

*See  "Corporate-loan  tax"  hereinbefore  described  and  exemptions  therefrom, 
pp.  59,  60.    See  also  note  d,  p.  59. 

<  State  Tax  on  Foreign  Held  Bonds,  15  Wall.  300  (1872). 


62  TAXATION  01^  CORPORATIONS. 

are  taxed  by  the  State  (directly)  through  local  tax  officers  to  the 
holders  as  personal  property  .<» 

Foreign  Corporations. 

Foreign  corporations  doing  business  in  the  State  are  subject  to 
taxation  for  state  purposes  like  domestic  corporations. 

III.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  1909  was  72  per  cent. 

ToTAi.  Statb  Rbcbipts,  Taxbs  from  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  ended  November  30,  i909.<> 

Total  state  receipts,  all  sources $29,  loi,  183.  70 

Special  taxes  on  corporations: 

Capital  stock $9, 916,  840.  41 

Corporate  loans 2,  497, 480.  81 

Gross  receipts i,  520, 973.  84 

Foreign  insurance  companies  c i,  340,  2 15.  64 

Bank  stock  <* 990, 089. 67 

Bonus  on  charters  « 516,  265.  55 

Domestic  insurance  companies  / 126,  163.  52 

Incorporated  savings  institutions  0 44,  533.  29 

Building  and  loan  association  stock  ^ 14,  459.  69 

Total  state  taxes  from  corporations 16, 967, 022. 42 

Less  portion  distributed  to  cities  and  towns:  Foreign  fire  insurance 

tax  c 127,  684.  34 

State's  share  of  corporation  taxes 16,  839,  338.  08 

a  Personal  proi>erty  of  certain  classes,  including  stock  in  foreign  corporations  not 
paying  the  capital-stock  tax,  and  bonds  in  foreign  corporations  are  taxed  by  the 
State  to  the  holders  at  the  rate  of  four-tenths  of  i  per  cent  on  the  value  thereof. 
This  tax  is  assessed  and  collected  locally  and  paid  to  the  state  treasurer,  who  returns 
three-fourths  of  the  net  amount  to  the  counties  from  which  collected.  Act  of  June  i , 
1889,  P.  L.  420,  as  amended  by  act  of  June  8,  1891,  P.  L.  229. 

fr  Report  of  State  Treasurer,  1909,  pp.  v-viii. 

^  A  tax  of  2  per  cent  on  gross  premiums  within  the  State.  One-half  of  the  net 
amount  received  from  foreign  fire-insurance  companies  is  required  to  be  returned  to 
cities  and  boroughs  from  which  collected.     Act  of  Apr.  20,  1905,  P.  L.  229. 

d  The  bank  has  the  option  of  collecting  from  shareholders  4  mills  on  the  dollar  of 
the  actual  value  of  the  shares  of  the  stock,  or  i  per  cent  on  the  par  value  of  the  shares 
issued,  and  pay  the  same  into  the  state  treasury.     Act  of  July  15,  1897,  P.  L.  292. 

«  Domestic  corporations  (with  certain  exceptions)  pay  the  State  upon  incorporating 
one-third  of  i  per  cent  on  authorized  capital  stock,  and  foreign  corporations,  except 
insurance  companies,  pay  the  same  rate  on  capital  stock  employed  in  the  State.  This 
corresponds  with  initial  organization  fees  of  some  other  States. 

/  Eight  mills  on  a  dollar  upon  the  gross  amount  of  premiums  collected  for  business 
transacted  within  the  State.     Act  of  June  28,  1895,  P.  L.  409. 

9  Three  per  cent  on  net  earnings.     Act  of  June  i,  1889,  P.  L.  420. 

A  Four  mills  on  each  dollar  of  full-paid,  prepaid,  and  fully  matured,  or  partly 
matured,  stock.     Act  of  June  22,  1897,  P.  L.  178,  and  act  of  June  8,  1891,  P.  L.  229. 
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Other  taxes: 

Collateral  inheritances $1,  739, 853.  73 

Gross  receipts  of  private  bankers,  brokers,  and 

notaries 20,  813. 58 

Writs,  wills,  deeds,  etc 204, 933. 61 

Municipal  and  county  loans 355»  665. 90 

Licenses 3,  156, 413. 92 

Total  taxes  not  from  corporations $5, 477, 679.  74 

Receipts  from  personal  property  tax 4,  315, 41 1 .  86 

Less  portion  distributed  to  counties 3,  272,  631.  97 

State's  share  of  personal  property  tax i.  042,  779.  89 

Total  taxes  for  state  purposes,  all  sources 23,  359,  797.  71 

Receipts  from  sources  other  than  taxes: 

Fees  and  fines 460, 395. 19 

Interest  on  state  deposits ,157, 881.  23 

State  highway  fund i ,  1 72, 5 18.  63 

U.  S.  Government  for  State  College 50, 847. 92 

Sundry  revenue,  escheats,  etc.<> 450,  394.  3 1 

Bank  examinations 49, 032. 40 

Total  receipts  from  sources  other  than  taxes 2,  341, 069.  68 

Total  state  taxes  and  receipts  for  state  purposes 25,  700,  867.  39 

Total  state  receipts  distributed  to  towns,  etc 3, 400,  316.  31 

Total  state  receipts,  all  sources 29,  loi,  183.  70 

It  will  be  observed  from  the  above  table  that  by  far  the  largest 
source  of  revenue  from  corporate  taxation  is  the  tax  on  capital 
Stock.  In  1909  it  amounted  to  $9,916,840.41,  which  is  more  than 
one-third  of  the  entire  receipts  of  the  State  for  that  year.  The 
receipts  from  this  source  have  greatly  increased  in  recent  years, 
being  $6,848,735  in  1903  and  $5,449,251  in  1904.  It  is  several 
times  larger  than  any  other  corporation  tax,  the  next  in  impor- 
tance being  the  tax  on  corporate  loans,  which  is  followed  by  the 
tax  on  corporate  gross  receipts. 

The  revenues  from  corporate  taxation  are  greater  in  Pennsyl- 
vania than  those  of  any  other  State  in  the  Union,  the  State  most 
nearly  approaching  it  being  New  York,  which,  in  1909,  received 
$9,442,933.59. 

IV*  COMMENTS. 


of  the  State  Tax  System. 

For  many  years  the  State's  expenses  were  almost  wholly 
defrayed  by  the  revenue  from  sales  of  lands,  from  the  dividends 
paid  on  stocks  of  corporations  in  which  the  State  had  invested, 
and  from  similar  sources. 

<»  Includes  $155,973.39  sinking-fund  receipts. 
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Prior  to  1 83 1  Pennsylvania  could  hardly  be  said  to  have  any 
well-defined  system  of  state  taxation.  However,  as  early  as  1814 
a  tax  was  had  on  bank  dividends,  and  until  1826  this  tax,  with 
certain  taxes  on  court  officers,  constituted  the  entire  state  revenue, 
save  licenses.  This  tax  of  18 14  was  payable  by  the  bank  to  the 
State  and  was  the  first  special  tax  imposed  on  corporations.  In 
1826  the  tax  on  collateral  inheritances  was  imposed,  which  is 
still  in  effect.  In  1831  a  rather  incomplete  system  of  general 
state  taxation  was  inaugurated,  which  was  limited  in  its  opera- 
tion to  a  period  of  five  years,  it  being  generally  believed  that  at 
the  expiration  of  that  time  the  income  from  the  great  public  works, 
canals,  railroads,  etc.,  then  in  the  course  of  construction,  would  be 
sufficient  to  defray  all  expenses  of  state  government.  The 
system  inaugurated  in  1831  was  repealed  in  1836.  From  1836  to 
1 840  the  State  realized  certain  large  sums  from  the  United  States 
Bank,  incorporated  as  a  state  bank,  after  the  expiration  by  limi- 
tation of  its  charter  from  the  United  States  Government.  At 
about  this  time  large  sums  were  received  by  the  State  from  the 
United  States  Government  by  the  division  of  the  surplus  then 
existing  in  the  United  State  Treasury.  At  the  beginning  of  1840 
the  taxes  on  bank  dividends,  collateral  inheritances,  writs,  etc., 
and  licenses  were  the  principal  sources  of  state  revenues.  The 
debt  created  for  the  erection  of  the  public  works  had  by  this  time 
assumed  such  proportions,  and  the  interest  charged  thereon  was 
so  onerous  that  it  soon  became  apparent  that  the  State  could  not 
look  to  the  income  derived  from  such  works  as  a  means  of  defray- 
ing the  expense  of  government,  and  the  sale  of  the  works  began  to 
be  agitated.  At  this  juncture  was  passed  the  act  of  June  1 1 ,  1840, 
which  imposed  a  state  tax  of  i  mill  on  the  stock  of  banks  and 
other  institutions  making  or  declaring  a  profit,  half  a  mill  on  cer- 
tain personal  property,  a  small  tax  on  household  furniture, 
pleasure  carriages,  and  watches,  and  a  tax  on  the  salaries  of  the 
officers  of  the  State.  It  was  estimated  that  these  taxes  would 
produce  five  or  six  hundred  thousand  dollars  per  annum.  As  the 
interest  charge  on  the  public  debt  alone  was  $1,600,000  for  that 
year,  this  act  proved  ridiculously  insufficient  for  the  purposes  for 
which  it  was  intended,  and  in  1843  the  State  defaulted  in  the 
payment  of  interest.  On  April  29,  1844,  an  act  was  passed,  very 
sweeping  in  its  provisions,  which,  though  since  modified,  forms 
the  basis  of  the  state  tax  system  now  in  effect.  While  the  first 
corporation  tax  imposed  by  the  State  was  that  levied  upon  bank 
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dividends  by  the  act  of  March  21,  18 14,*  no  other  class  of  corpora- 
tions was  taxed  by  a  special  state  tax  until  1840,  when  the  capital- 
stock  tax  was  imposed. 

Development  of  Capital-Stock  Tax. 

The  capital-stock  tax,  judged  by  the  revenue  derived,  is  the 
most  important  of  all  state  taxes.  It  was  first  enacted  in  1840,* 
and  has  been  in  force  with  various  modifications  since  that  time. 
Under  the  provisions  of  the  act  of  1 844  ^  the  tax  was  assessed 
upon  capital  stock  on  the  dividend  basis  in  case  the  dividends 
declared  equaled  or  exceeded  6  per  cent.  When  the  dividends 
were  less,  the  tax  was  settled  on  the  appraised  value  of  the  capital 
stock.  The  act  of  1859**  extended  the  dividend  basis  of  taxation 
to  all  cases  where  any  dividend  whatever  was  declared,  the  tax 
being  assessed  on  the  appraised  value  of  capital  stock  only  where 
there  were  no  dividends.  This  practice  was  continued  imtil  the 
passage  of  the  act  of  1877.'  By  this  act  the  principle  of  the  law 
of  1859  was  abandoned  and  that  of  1844  revived,  and  that  con- 
tinued in  effect  until  the  act  of  June  8,  1891,/  entirely  abolished 
the  dividend  basis  of  taxation.  The  act  of  1874^  imposed  a 
heavier  tax  on  transportation  than  upon  other  companies,  but  the 
act  of  1877'  again  equalized  the  capital-stock  tax  upon  all  cor- 
porations subject  thereto.  The  act  of  1879*  relieved  limited 
partnership  associations  engaged  in  manufacturing  or  mercantile 
pursuits  from  the  capital-stock  tax,  and  the  act  of  1885  *  extended 
the  exemption  to  all  manufacturing  corporations,  except  those 
engaged  in  the  manufacture  of  spirituous,  malt,  or  vinous  liquors, 
and  gas  companies.  The  acts  of  1889^  and  1891/  limited  such 
exemption  to  corporations  organized  exclusively  for  manufacturing 
purposes,  actually  carrying  on  manufacturing  within  the  State, 
and  extended  the  exemption  to  artificial  gas  companies.  It 
excluded  from  the  exemption  corporations  enjoying  and  exer- 
cising the  right  of  eminent  domain.  The  act  of  1893  *  does  away 
with  the  requirement  that  companies  shall  be  exclusively  organized 
for  manufactiuing,  and  exempts  so  much  of  the  capital  stock  of 
corporations,  etc.,  organized  for  manufacturing  as  is  invested  in 
and  actually  and  exclusively  employed  in  carrying  on  manufac- 
turing within  the  State,  with  the  same  exceptions  to  the  opera- 
tion of  the  exemption  as  are  contained  in  the  acts  of  1889'  and 
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1891.**  Previous  to  i89i,*»  the  tax  on  capital  stock  was  a  tax  on 
the  property  of  the  company  as  represented  by  the  capital  stock, 
the  valuation  being  based  on  an  inquiry  into  the  status  of  the 
company  and  the  rate  of  dividends  for  the  tax  year,  rather  than 
on  the  present  method  of  directly  estimating  the  value  of  the 
tangible  property  and  assets  of  the  company. 

Development  of  the  Corporate  Loan  Tax. 

The  first  act  making  the  loans  of  private  corporations  a  separate 
subject  of  taxation  was  that  of  April  30,  1864.*  This  act  provided 
that  the  officers  of  every  company  paying  interest  to  its  depositors, 
bondholders,  or  other  creditors,  "  upon  which  by  the  laws  of  the 
Commonwealth  a  state  tax  is  imposed,  shall,  before  the  payment  of 
the  same,  retain  from  the  said  depositors,  bondholders,  or  creditors 
the  amount  of  state  tax  imposed  by  existing  laws,  and  shall  pay 
the  same  over  to  the  state  treasurer."  This  law  was  superseded 
by  the  act  of  May  i,  1868,^  which  exempted  banks  and  savings 
institutions  from  the  payment  of  said  tax,  and  required  all  other 
companies  to  deduct,  in  place  of  **  the  state  tax  imposed  by  existing 
laws,"  a  tax  of  5  per  cent  upon  every  dollar  of  the  interest  paid 
on  their  loans. 

This  section  was  amended  by  the  act  of  March  21,  1873,*'  which 
reenacted  its  provisions,  with  the  additional  requirement  that 
such  tax  should  be  collected  and  paid  semiannually  on  the  ist 
day  of  January  and  July.  The  act  of  April  24,  1874,*  repealed 
the  provisions  of  1873,  and  wholly  abolished  the  tax. 

The  tax  on  corporate  loans  was,  however,  revived  by  section 
17  of  the  act  of  June  7,  1879,^  which  required  all  corporations 
paying  interest  on  loans  ''hereby  taxed  for  state  purposes"  to 
deduct  the  tax  from  the  interest  and  to  pay  the  tax  into  the 
state  treasury.  Thus,  it  will  be  seen,  an  attempt  was  made  to 
return  to  the  original  principle  of  collecting  the  tax  on  the  obli- 
gations, instead  of  on  the  interest  paid  on  the  obligations.  This 
provision  was  superseded  by  an  act  of  June  10,  i88i,<'  which 
provided  a  tax  of  4  mills  on  every  dollar  of  the  amount  of  the 
obligations  of  the  company  to  be  deducted  from  the  interest,  the 
tax  being  payable  by  the  treasurer  of  the  company  into  the  state 
treasury. 
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The  provisions  of  1879"  *^d  1881*  were  declared  inadequate 
by  the  supreme  court/  because  they  contained  no  provision  for 
the  assessment  and  valuation  of  the  loan  tax,  and  hence  did  not 
constitute  an  independent  scheme  for  the  taxation  of  corporate 
loans.  The  provisions  of  these  acts  were  superseded  by  the  act 
of  June  30,  1885,**  still  in  force,  described  on  pages  59-60  of  this 
report. 

Development  of  the  Gross-Receipts  Tax. 

The  tax  on  gross  receipts  applicable  to  transportation  and 
transmission  companies  was  first  imposed  by  the  act  of  February 
23,  1866.*  A  tax  of  three-fourths  of  i  per  cent  was  thereby  laid 
upon  the  gross  receipts  of  **  every  railroad,  canal,  and  transporta- 
tion company.'*  The  act  of  July  19,  1866,^  limited  the  applica- 
tion of  the  tax  to  companies  which  did  not  pay  a  tax  on  net 
earnings;  and  the  act  of  May  i,  1868,^  further  limited  the  tax  to 
companies  **  liable  to  the  tax  on  tonnage."  The  tax  on  gross 
receipts  was  abolished  by  the  act  of  March  21,  1873,*  ^^^  ^^^  ^i^t 
of  April  24,  1874.'  It  was,  however,  revived  by  the  act  of  March 
20,  1877,^  which  changed  the  rate  to  8  mills  on  the  dollar,  limited 
taxable  receipts  to  those  derived  from  **  tolls  and  transportation, 
telegraph  business,  or  express  business,"  and  also  subjected  to 
the  tax  some  other  transportation  and  transmission  companies 
not  enumerated  in  previous  acts.  The  act  of  Jime  7,  1879,*  sub- 
stantially reenacted  the  provision  of  1877.  The  act  now  in  force, 
that  of  Jime  i,  1889,'  has  been  treated  on  pages  60-61  of  this 
report. 

Distinctive  Features. 

The  capital-stock  tax  in  Pennsylvania  is  somewhat  different 
from  the  usual  legal  concept  of  such  a  tax.  In  the  '*  Compendium 
and  Brief  History  of  Taxation  in  Pennsylvania,"  published  under 
the  direction  of  the  auditor-general  in  1906,"*  the  capital-stock 
tax  is  described  as  follows : 

**The  tax  on  the  capital  stock  of  a  corporation  is  a  tax  on  its 
property  and  assets  and  franchises.  The  corporation  is  simply  a 
trustee  for  its  stockholders,  and  they  are  the  real  owners  of  the 
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property,  and  whether  the  property  is  taxed  in  the  name  of  the 
corporation  or  in  the  name  of  the  shareholders,  the  ultimate  bur- 
den falls  on  the  same  persons.  The  fact  that  the  tax  is  called  a 
tax  on  capital  stock  is,  therefore,  not  of  the  essence  of  the  matter; 
whatever  it  is  called,  it  is  a  tax  on  the  property  and  assets  of  the 
shareholders  for  whom  the  corporation  is  simply  trustee.  The 
tax  is  a  tax  on  its  property  and  assets,  including  its  franchise, 
and  the  question  of  the  actual  value  in  cash  is  a  question  of  fact 
which  must  be  determined  by  considering  the  value  of  its  tangi- 
ble property  and  assets  of  every  kind,  including  its  bonds,  mort- 
gages, and  moneys  at  interest,  and  its  franchises  and  privileges; 
and  the  amoimt  of  the  encumbrances  on  its  property  and  fran- 
chises is  also  a  relevant  fact  to  be  considered." 

Although  the  tax  on  corporate  loans  has  been  successfully  col- 
lected for  many  years,  there  has  been  a  considerable  misimder- 
standing  in  the  application  of  it.  Many  holders  of  obligations  of 
corporations  persist  in  including  such  obligations  in  their  returns 
to  the  local  tax  authorities  of  personal  property  owned  by  them, 
and  in  consequence  they  are  taxed  twice  by  the  State  on  such 
obligations — once  through  the  collectors  of  the  state  tax  on  personal 
property  and  once  through  the  treasurer  of  the  company  issuing 
the  obligations.  The  payment  to  the  coimty  authorities  can  not 
be  accepted  by  the  State  in  lieu  of  the  lawful  payment  through  the 
treasurer  of  the  corporations,  because,  under  the  provisions  of  the 
act  of  1 891,  three-fourths  of  the  state  tax  on  personal  property  is 
returned  to  the  counties  collecting  it. 

The  present  ** corporate  loan"  tax  produces  over  two  million 
dollars  annually.  In  theory,  the  bondholders  pay  the  tax,  the 
amotmt  of  same  being  taken  out  of  the  interest  on  the  loan.  The 
real  burden  of  the  tax,  however,  falls  upon  the  stockholder  on 
account  of  the  fact  that  the  tax  is  usually  borne  by  the  corpora- 
tion which  issues  its  obligations  '*free  and  clear  from  all  state 
taxes;"*  and  in  cases  where  the  bondholders  actually  pay  the 
tax  the  burden  falls  in  the  same  place,  because  the  tax  is  taken 
into  consideration  by  the  buyers  of  the  bonds,  which  must  either 
bear  a  higher  rate  of  interest  than  would  otherwise  be  necessary 
or  else  must  sell  at  a  lower  price  than  they  would  if  the  tax  were  not 
imposed. 

Prior  to  the  act  of  Jime  i,  1889,  artificial-gas  companies  were 
subject  to  the  capital-stock  tax,  being  expressly  excluded  fiom  the 
exemption  granted  to  manufacturing  companies  by  the  act  of 

a  Compendium  and  Brief  History  of  Taxation  in  Pennsylvania,  1906,  p.  75,  pub- 
lished by  the  department  of  the  auditor-general. 
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June  30,  1885 ;  but  the  act  of  1889  so  changed  the  law  as  to  exempt 
them  from  the  pajonent  of  the  capital-stock  tax  and  subject  their 
competitors  in  business,  electric-light  companies,  to  the  tax  on 
gross  receipts,  which  they  had  not  theretofore  paid.  The  result  is 
that  artificial-gas  companies  are  exempt  from  all  state  taxation, 
except  the  tax  on  corporate  loans,  which,  in  reality,  falls  on  the 
stockholders,  as  before  explained,  and,  in  addition,  are  practically 
exempt  from  local  taxation.* 

Development  of  Revenue  System. 

The  "Compendium  and  Brief  History  of  Taxation  in  Pennsyl- 
vania," published  imder  the  direction  of  the  auditor-general  in 
1906,*  states  as  follows: 

"  High-water  mark  in  the  State's  indebtedness  was  reached  in 
1843,  when  it  was  upwards  of  $42,000,000.  In  1874  it  was 
$24,500,000.  Since  that  time  it  has  been  reduced  at  the  average 
rate  of  about  $900,000  per  annum.  This  gratifying  result  has 
been  brought  about  without  imposing  any  new  or  serious  burdens 
upon  the  taxpayers.  The  State  has  accomplished  in  its  revenue 
system  a  greater  degree  of  equality  in  the  assessment  and  collection 
of  its  taxes  than  has  any  other  State.  Absolute  uniformity, 
demanded  by  the  constitution,  is  not  possible.  Substantial  uni- 
formity is  as  near  to  complying  with  that  demand  as  it  is  possible 
to  reach.  Our  system,  while  far  from  being  perfect,  is  the  result 
of  many  years  of  experience  in  the  execution  of  tax  legislation  by 
this  department.  Notwithstanding  its  defects,  it  has  brought 
about  a  financial  condition  never  heretofore  enjoyed  by  the  Com- 
monwealth. *  *  *  It  will  be  noticed  that  by  far  the  larger 
part  of  the  State's  revenues  is  derived  from  tax  on  corporations, 
*  *  *  while  licenses — liquor,  mercantile,  and  miscellaneous — add 
a  large  proportion;  also,  collateral  inheritances,  writs,  wills,  and 
deeds.  The  individual  citizen  pays  a  comparatively  small  share. 
The  only  tax  he  is  required  to  pay,  aside  from  that  which  is 
imposed  on  licenses  of  various  kinds,  and  in  connection  with  estates, 
etc.,  is  on  personal  property.  The  revenue  from  this  source  in 
1905  was  $3,446,906,  but  as  the  State  retains  only  one-fourth  of 
this  amoimt,  returning  three-fourths  to  the  counties  to  relieve  the 
burdens  of  local  taxation,  and  a  part  of  the  amount  named  is  col- 
lected from  corporations,  it  will  be  seen  that  the  average  individual 
contributes  only  a  small  fraction  of  the  State's  revenue." 

a  See  pp.  54,  55.  t>  Page  27. 


70  TAXATION   OF   CORPORATIONS. 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  the  coiut  reports, 
of  value  in  the  study  of  corporate  taxation  in  Pennsylvania : 

The  law  of  taxation  in  Pennsylvania,  by  Frank  M.  Eastman, 
1909. 

Taxation  for  State  Purposes  in  Pennsylvania,  by  Prank  M. 
Eastman,  1897. 

Private  Corporations  in  Pennsylvania,  by  Frank  M.  Eastman, 
1908. 

The  Taxation  of  Public  Service  Corporations  in  Pennsylvania, 
by  Frank  M.  Eastman,  1905. 

Taxation  of  Corporations  in  Pennsylvania  for  State  Purposes, 
by  John  F.  Whitworth,  1901. 

Compendium  and  Brief  History  of  Taxation  in  Pennsylvania, 
arranged  by  W.  P.  Snyder,  Auditor-General,  1906. 

Taxation  by  the  State  of  Pennsylvania,  by  Prof.  Joseph  A.  Beck 
(in  State  and  Local  Taxation,  First  Conference  of  the  National 
Tax  Association,  1907,  published  New  York,  1908). 

Commentaries  on  the  Constitution  of  Pennsylvania,  by  Thomas 
Raebum  White.  1907. 

Essays  in  Taxation,  by  Edwin  R.  A.  Seligman,  New  York,  1895. 


DELAWARE. 

I.  GENERAL  VI£W.« 
Chief  Features. 

First.  A  lump-sum  commutation  of  state  taxes  upon  steam  rail- 
roads in  lieu  of  all  other  state  taxes. 

Second.  A  sharp  separation  of  the  sources  of  state  and  local 
taxation,  namely,  taxation  of  corporations  for  state  purposes  and 
a  general  property  tax  for  local  purposes. 

Third.  Taxation  of  many  corporations  on  authorized  capital 
stock. 

Railroad  Companies — ^By  Specific  Amounts. 

All  railroads  operating  within  the  State  are  permitted  to  pay 
to  the  State  for  state  purposes  fixed  sums  in  lieu  of  all  state  taxes 
imder  general  laws. 

Express,  Transmission^  Light,  Heat,  and  Power  Companies — Gross 
Receipts,  Mileage,  and  License  Taxes. 

Express,  light,  heat,  and  power  companies  pay  to  the  State,  for 
state  purposes,  a  tax  on  gross  receipts;  telegraph,  cable,  and 
telephone  companies,  on  miles  of  wire  owned  or  operated  within 
the  State.  In  addition  to  the  above,  express  and  telephone  com- 
panies pay  certain  license  taxes. 

Manufacturing,  Mining,  and  Mercantile  Companies — On  Property 
and  Authorized  Capital. 

Manufacturing  and  mining  companies  pay  a  graduated  tax 
based  on  the  cost  value  of  real  and  personal  property  in  the  State 
used  in  manufacture  or  production;  mercantile  companies,  on  the 
cost  value  of  property  purchased  by  them  for  sale.  All  com- 
panies of  the  above-named  classes  incorporated  since  March  lo, 
1899,  having  more  than  50  per  cent,  or  all,  of  their  capital  invested 
without  the  State,  pay  in  lieu  of  this  property  tax  an  **  annual 
franchise  tax  "  on  authorized  capital  stock. 

^  Since  the  general  state  tax  laws  relating  to  railroads  are  suspended  (see  p.  75) 
and  certain  provisions  of  the  franchise  tax  act  are  inoperative  (as  explained  on 
pp.  74, 77),  the  "General  view"  here  given  includes  only  such  portions  of  the  corpo- 
rate tax  system  as  are  substantially  productive  of  revenue. 
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Foreign  Corporations. 

Before  doing  business  in  the  State,  foreign  corporations  (except 
insurance  companies)  pay  to  the  State  for  the  use  of  the  State  an 
initial  fee  of  $50.  Mercantile  companies  maintaining  branch 
houses  in  the  State  are  subject  to  a  graduated  tax  based  on  the 
cost  value  of  goods  received  for  sale. 

Stockholders  and  Bondholders. 

Stocks  and  bonds  are  not  subject  to  taxation  in  the  hands  of 
individual  owners. 

Administration.^ 

All  taxes  imder  the  ''annual  franchise  tax"  law  are  payable  to 
the  state  treasurer,  to  whom  the  secretary  of  state  certifies,  from 
the  annual  reports  filed  by  the  corporation,  the  amount  of  tax 
due.  Certain  business  license  taxes  for  the  use  of  the  State  are 
payable  to  the  clerks  of  the  peace  of  the  several  counties  and  to 
the  state  insurance  commissioner. 

n.  DETAILS  AS  TO  THE    CONSTITUTION   AND   THE 

STATUTES. 

Constitution.  * 

All  taxes  must  be  imiform  upon  the  same  class  of  subjects  within 
the  territorial  limits  of  the  authority  levying  the  tax,  and  must  be 
levied  and  collected  imder  general  laws ;  but  the  general  assembly 
may  by  general  law  exempt  from  taxation  such  property  as  in  its 
opinion  will  best  promote  the  public  welfare.*^  Shares  of  the 
capital  stock  of  domestic  corporations,  when  owned  by  persons  or 
corporations  without  the  State,  shall  not  be  subject  to  taxation 
by  any  law  now  existing  or  hereafter  to  be  made.** 

o  Sources  of  revenue  in  Delaware  are  mainly  as  follows: 

Municipal  and  local  districts. — Revenues  are  derived  largely  from  general  property 
taxes.  Certain  municipalities,  however,  by  special  legislation,  are  authorized  to  levy 
taxes  otherwise.  For  example,  the  city  of  Wilmington  is  authorized  to  collect  a  mile- 
age tax  from  street  railways  and  other  pubUc-service  corporations.  Most  public- 
service  corporations,  however,  have  agreements  by  which  they  pay  specific  sums  in 
lieu  of  all  city  and  county  taxes. 

County. — General  property,  capitation,  and  dog  taxes;  fees,  fines,  and  forfeitures. 

State. — ^Taxes  levied  directly  upon  corporations,  incorporation  fees  (initial), 
collateral  inheritance  tax,  and  business  or  occupation  taxes. 

6  The  present  constitution  took  effect  June  lo,  1897.  The  previous  constitution 
was  silent  on  the  subject  of  taxation. 

<:  Constitution,  Art.  VIII,  sec.  i. 

<(  Constitution,  Art.  IX,  sec.  6,  as  amended.  Laws  of  Delaware,  vol.  22,  chap.  254 

(1903)- 
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Statutes." 

wcai.  taxation. 
General  Property  Tax. 

Real  and  personal  property  are  to  be  assessed  at  their  true 
value.  ^ 

The  charters  of  a  number  of  cities  and  towns  authorize  local 
authorities  to  grant  manufacturing  establishments  exemptions 
from  taxation  for  municipal  purposes. 

The  State  derives  no  revenue  through  the  general  property 
tax;  its  provisions  applying  exclusively  to  county  and  mtmicipal 
taxation. 

Stockholders  and  Bondholders. 

Stocks  and  bonds  held  by  residents  of  Delaware  are  not  taxed ; 
and  shares  of  stock  in  domestic  corporations  owned  by  persons  or 
corporations  without  the  State,  under  a  constitutional  provision, 
can  not  be  taxed  in  this  State. 

STATE   TAXATION. 

Acts  Providing  for  State  Taxation. 

To  give  a  satisfactory  view  of  the  system  of  taxation  in  Dela- 
ware, it  will  be  necessary  first  to  describe  briefly  the  important 
general  tax  laws,  and  then  to  give  a  more  detailed  statement, 
arranged  according  to  the  -classes  of  corporations.  This  arrange- 
ment involves  some  repetition,  but  seems  to  be  the  only  adequate 
way  in  which  to  present  a  rather  complex  subject-matter. 

(l)    KINDS  OP   TAXES. 

Annual  Franchise  Tax. 

The  "annual  franchise  tax"  has  two  features — a  tax  on  gross 
receipts,  applied,  in  theory,  to  certain  specified  classes  of  corpora- 
tions, and  a  tax  on  authorized  capital  stock  appUed  to  other 
classes  of  companies. 

The  tax  on  capital  stock  applies  only  to  domestic  mercantile, 
manufacturing,  and  miscellaneous  corporations,  organized  after 
March  lo,  1899  (date  of  act),  and  either  conducting  business 
wholly  without  the  State  or  doing  less  than  50  per  cent  of  their 
business  within   the   State.*^     The   assessed  value   of   real  and 

o  The  "Rev.  Code"  herein  referred  to  is  "Laws  of  Delaware,  Revised  Code,  1852, 
as  amended,  1893." 

ft  Rev.  Code,  Chap.  X,  sec.  11. 

c  Laws  of  Delaware,  vol.  21,  chap.  166  (1899);  as  amended,  vol.  22,  chap.  15  (1901); 
vol.  22,  chap.  260  (1903);  vol.  24,  chap,  i  (1906);  and  vol.  24,  chap.  47  (1907). 
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personal  property  in  the  State  is  deducted  from  the  amount  of 
authorized  capital. 

The  tax  on  gross  receipts  from  business  within  the  State  applies, 
in  theory,  to  transmission,  certain  transportation,  insurance 
(other  than  life),  and  light,  heat,  and  power  companies  with  the 
qualifications  just  described.  Light,  heat,  and  power  companies 
with  such  qualifications  are  also,  in  theory,  taxed  on  dividends 
in  excess  of  4  per  cent;  life-insurance  companies,  on  gross  pre- 
miums and  surplus. 

As  a  matter  of  fact,  however,  the  only  revenue  under  this 
** annual  franchise  tax"  law  up  to  the  present  time  (19 10)  is  that 
from  the  tax  on  premiums  and  surplus  of  insurance  companies, 
on  gross  receipts  of  a  few  telephone  companies,  and  on  author- 
ized capital  stock.  This  is  due  to  the  fact  that,  with  the  exception 
of  these  few  telephone  companies,  no  domestic  corporations  doing 
any  business  in  Delaware  and  incorporated  since  1899,  which  do 
less  than  50  per  cent  of  their  business  within  Delaware,  have 
reported  to  the*  secretary  of  state.  Domestic  corporations  doing 
all  their  business  outside  the  State  obviously  escape  taxation  on 
gross  receipts,  because  that  feature  of  the  tax  is  based  on  business 
within  the  State  only. 

Certain  retaliatory  provisions  appear  in  this  law  with  respect 
to  foreign  corporations,  which,  however,  are  in  practice  inoper- 
ative. 

The  law  specially  exempts  railroad  and  canal  companies,  bank- 
ing institutions,  religious  and  charitable  organizations,  mercan- 
tile corporations  paying  the  state  business-license  tax,  and  corpo- 
rations of  any  other  class  (otherwise  subject  thereto)  having  50 
per  cent  or  more  of  their  capital  invested  in  the  State. 

Tax  on  Gross  Earnings,  Gross  ReceiptSy  Wire  Mileage,  and  Trans- 
mitters. 

Domestic  and  foreign  express  companies  are  taxed  6  per  cent 
on  their  gross  earnings  from  business  within  the  State." 

Domestic  and  foreign  telegraph  and  telephone  companies  are 
taxed  at  a  graduated  rate  on  their  wire  mileage  within  the  State, 
and  telephone  companies  pay  an  additional  tax  on  each  trans- 
mitter within  the  State.* 

Heat,  light,  and  power  companies  are  taxed  on  gross  receipts.*^ 

°  Rev.  Code,  p.  73,  as  amended  by  Laws  of  Delaware,  vol.  25,  chap.  13  (1909). 
*  Rev.  Code,  p.  72,  as  amended  by  Laws  of  Delaware,  vol.  25,  chap.  6  (1909). 
c  Laws  of  Delaware,  vol.  25,  chap.  7  (1909). 
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Business  License  Tax. 

A  graduated  license  tax,  based  on  the  aggregate  cost  value  of 
real  and  personal  property  located  within  the  State  and  used 
in  production  or  manufacture,**  is  imposed  on  manufacturing 
companies. 

A  graduated  license  tax,  based  on  cost  value  of  articles  pur- 
chased during  the  year  in  the  course  of  purchasing  and  selling 
property  of  any  description,^  is  imposed  on  domestic  and  foreign 
mercantile  corporations. 

The  Pullman  Palace  Car  Company^  and  express**  and  telephone* 
companies  pay  annual  license  fees. 

Tax  on  Passengers  Carried,  Net  Earnings,  Rolling  Stock,  and  Capital 
Stock. 

The  following  laws,  applying  principally  to  railroads,  are  at 
present  inoperative,  by  reason  of  special  commutation  laws  which 
permit  the  railroads  to  pay  specified  sums  of  money  in  lieu  of 
taxes  thereunder:^ 

Passenger  tax. — Transportation  of  passengers  by  steam  within 
the  State  is  taxed  at  the  rate  of  lo  cents  for  each  passenger.^ 

Net  earnings  or  income. — Railroads  and  canals  incorporated  in 
the  State  and  doing  business  there  are  taxed  upon  income  or 
earnings.* 

Rolling  stock. — Railroads  incorporated  in  the  State  and  doing 
business  there  are  taxed  on  locomotives,  passenger  and  freight 
cars  used.* 

Capital  stock. — Railroads  and  canals  incorporated  in  the  State 
and  doing  business  there  are  taxed  upon  the  actual  cash  value  of 
the  capital  stock.* 

<»  Rev.  Code,  p.  69,  as  amended  by  the  Laws  of  Delaware,  vol.  22,  chap.  17  (1901). 

ft  Rev.  Code,  p.  547. 

c  Laws  of  Delaware,  vol.  20,  chap.  375  (1897). 

^^See  p.  77. 

<  See  p.  78. 

/Sec  discussion  "Railroads,"  under  "Comments,"  p.  84. 

0  Rev.  Code,  p.  47. 

The  supreme  court  of  the  State  has  decided  that  this  law  taxes  the  passenger 
rather  than  the  carrier,  and  that  it  is  inoperative  and  void  so  far  as  it  affects  passen- 
gers entering,  departing  from,  or  passing  through  the  State,  in  that  it  is  a  tax  upon 
interstate  commerce.     State  Treasurer  v.  P.,  W.  &  B.  R.  R.  Co.,  4  Houston,  158 

(1871). 

*  Rev.  Code,  p.  49. 

The  collection  of  taxes  for  the  use  of  locomotives,  passenger  cars,  freight  cars,  and 
trucks  was  enjoined  in  Minot  v.  P.,  W.  &  B.  R.  R.,  et  al.,  2  Abb.,  C.  C.  323  (U.  S. 
Circuit  Com-t,  1870). 
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Commutation  Laws. 

As  noted  above,  these  general  acts  have  been  largely  rendered 
inoperative  by  special  laws,  under  which  the  various  companies 
may  elect  to  pay  either  the  state  taxes  under  the  general  laws  or 
specified  sums  in  lieu  thereof.  In  practice  the  companies  have 
elected  tb  pay  the  specified  sums. 

(2)    TAXES  ON   CERTAIN    KINDS   OF   CORPORATIONS. 

The  following  covers  the  same  subject-matter  as  the  foregoing, 
but  deals  with  it  under  a  different  arrangement,  i.  e.,  by  classes 
of  corporations. 

Railroad  and  Canal  Companies. 

Under  commutation  laws,  above  referred  to,  the  several  rail- 
roads operating  within  the  State  pay  to  the  State  for  state  pur- 
poses specific  sums  in  lieu  of  all  state  taxes,  namely:  Philadelphia, 
Baltimore  and  Washington,**  $50,000;  Delaware  Railroad  Com- 
pany,* $20,000;  Wilmington  and  Northern,*^  $5,000;  Delaware, 
Maryland  and  Virginia,**  $1,500;  Baltimore  and  Philadelphia,*' 
$30,000;  Maryland,  Delaware  and  Virginia, ^  $500. 

According  to  an  opinion  by  the  attorney-general,  railroads  incor- 
porated in  Delaware,  but  operating  wholly  without  the  State,  are 
not  subject  to  taxation  in  Delaware. 

Real  estate  occupied  as  railroad  right  of  way,  or  roadbed,  is 
exempt  from  local  taxation.  All  other  real  property  of  railroads, 
including  buildings  upon  right  of  way,  is  subject  to  local  taxation 
like  property  of  individuals.^ 

Although  no  state  tax  is  paid  by  canal  companies,  they  are 
subject,  as  stated  on  page  75,  to  a  state  tax  on  passengers  carried, 
net  earnings,  and  capital  stock. 

Street  and  Intenirban  Railways. 

Street  and  interurban  railways  are  not  subject  to  a  state  tax. 

a  Laws  of  Delaware,  vol.  24,  chap.  42  (1907) 
ft  Laws  of  Delaware,  vol.  24,  chap.  43  (1907) 
c  Laws  of  Delaware,  vol.  25,  chap.  12  (1909) 
^  Laws  of  Delaware,  vol.  25,  chap.  1 1  (1909) 
<  Laws  of  Delaware,  vol.  24,  chap.  44  (1907) 
/  Laws  of  Delaware,  vol.  25,  chap.  10  (1909) 
a  Rev.  Code,  p.  115. 
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Express  Companies. 

Domestic  express  companies  not  subject  to  the  !' annual  fran- 
chise tax,'***  and  all  foreign  express  companies  are  taxed  at  the 
rate  of  6  per  cent  on  gross  earnings  or  receipts  derived  from 
business  within  the  State.  The  amount  of  this  tax  is  based  upon 
an  annual  statement  made  to  the  state  treasurer.  In  addition  to 
this  gross  receipts  tax  there  is  a  license  tax  of  $250  per  annum 
imposed  on  each  express « company  doing  business  within  the 
State.  Local  express  companies  in  any  city  or  town  doing  busi- 
ness wholly  by  horses  and  wagons  are  exempt  from  these  taxes.  ^ 

Parlor  and  Sleeping  Car  Companies. 

The  clerk  of  the  peace  for  Newcastle  County  is  authorized  to 
accept  for  the  use  of  the  State,  in  lieu  of  a  license  tax,  $300  annually 
from  the  Pullman  Palace  Car  Company  as  a  builder  and  repairer 
of  railroad  cars.^ 

Transmission  Companies. 

Domestic  and  foreign  telegraph  and  telephone  companies  owning 
or  operating  lines  within  the  State  report  annually  to  the  state 
treasurer  the  number  of  miles  of  wire  owned  or  operated  by  them 
within  the  State,  and  the  length  and  location  of  their  longest  and 
next  longest  wires.  Each  company  is  required  to  pay  60  cents 
per  mile  for  its  longest  wire,  30  cents  per  mile  for  its  next  longest, 

oThe  following  classes  of  corporations,  incorporated  in  the  State  since  March  10, 
1899,  and  doing  less  than  50  per  cent  of  their  business  within  the  State,  are  subject 
under  the  "annual  franchise  tax"  law  (see  pp.  73,  74)  to  taxation  for  state  purposes  at 
the  following  rates: 

Telegraph,  telephone,  cable,  and  express  companies  operating  in  the  State,  not 
owned  by  a  railroad  and  not  otherwise  taxed,  i  per  cent  of  gross  receipts  from  busi- 
ness done  within  the  State. 

Parlor,  palace,  and  sleeping  car  companies,  1%  per  cent  upon  the  amount  of  their 
gross  receipts  for  fare  or  tolls  for  the  transportation  of  passengers  within  the  State. 

Oil  and  pipe  line  companies,  three-fifths  of  i  per  cent  upon  their  gross  receipts 
from  the  transportation  of  oil  or  petroleum  through  pipes  or  in  tanks  or  cars  in  the 
State. 

Light,  heat,  and  power  companies,  4  per  cent  upon  all  dividends  in  excess  of  4 
per  cent,  and  two-fifths  of  i  per  cent  upon  gross  receipts  from  business  in  the  State. 

No  corporations  falling  under  these  provisions  of  the  franchise  tax  law,  however, 
have  so  reported  to  the  tax  authorities  of  Delaware,  except  several  telephone  com- 
panies. 

Any  such  companies  subject  to  the  franchise  tax  failing  to  make  report  are  in  prac- 
tice taxed  on  their  authorized  capital  stock. 

*Rev.  Code,  p.  73,  as  amended  by  the  Laws  of  Delaware,  vol.  25,  chap.  13  (1909). 

^I^ws  of  Delaware,  vol.  20,  chap.  375  (1897). 
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and  20  cents  per  mile  for  each  other  wire  owned  or  operated 
within  the  State.  All  telephone  companies  are,  in  addition,  sub- 
ject to  a  tax  of  25  cents  upon  each  transmitter." 

Light,  Heat,  and  Power  Companies.'' 

Every  corporation  organized  for  the  manufacture  or  production 
of  steam,  gas,  or  electricity,  for  heat,  light,  or  power,  is  required  to 
pay  to  the  state  treasurer  annually  for  the  use  of  the  State  i  mill  on 
each  $1  of  the  amotmt  of  the  corporation's  gross  receipts  for  the 
preceding  year.  A  new  company  of  this  character  pays  the  state 
treasurer  for  the  use  of  the  State  an  initial  tax  of  $50  for  a  license 
which  is  effective  until  June  i  following.*^ 

Manufacturing,  Mining,  Mercantile,  and  Miscellaneous  Corporations. 

Every  domestic  corporation  falling  within  these  classes,  incorpo- 
rated since  March  10,  1899,  having  less  than  50  per  cent  of  its 
capital  invested  in  business  carried  on  within  the.  State,  or  whose 
capital  is  invested  wholly  without  the  State,  is  subject  to  the  "  an- 
nual franchise  tax  "  on  the  total  amount  of  authorized  capital  stock, 
less  the  assessed  value  of  its  real  and  personal  property  in  Delaware. 
When  the  authorized  capital  does  not  exceed  $25,000,  the  rate  is 
$5;  exceeding  $25,000  but  not  exceeding  $100,000,  $10;  exceeding 
$100,000  but  not  exceeding  $300,000,  $20;  exceeding  $300,000  but 
not  exceeding  $500,000,  $25 ;  exceeding  $500,000  but  not  exceeding 
$1 ,000,000,  $50;  and  the  further  sum  of  $25  per  year  on  each  addi- 
tional $1,000,000,  or  part  thereof. 

When  the  annual  report  of  a  company  shows  that  it  is  not 
engaged  in  business,  such  company  pays  but  one-half  of  the  taxes 
scheduled  above ;  but  in  no  case  is  the  tax  to  be  less  than  $S'^ 

Any  companies  of  the  classes  above  named,  incorporated  prior 
to  the  passage  of  the  annual  franchise  act,  and  any  such  companies 
incorporated  since  its  passage  having  50  per  cent  or  more  of  their 
capital  invested  in  business  within  the  State,  are  not  subject  to  the 
**  annual  franchise  tax  "  or  to  any  state  tax  other  than  as  follows : 

Every  such  corporation  engaged  as  owner  in  the  production  or 
manufacture  of  goods,  wares,  or  merchandise — except  the  usual 
farm  products  for  home  consumption  or  market  purposes — is 
required  to  secure  a  "license"  by  paying  annually  $5  for  state 

oRev.  Code,  p.  72,  as  amended  by  Laws  of  Delaware,  vol.  25,  chap.  6  (1909)- 
6  See  footnote  a,  p.  77. 
c  Laws  of  Delaware,  vol.  25,  chap.  7  (1909). 

<*  Laws  of  Delaware,  vol.  21,  chap.  166  (1899),  as  amended,  vol.  22,  chap.  15  (1901), 
vol.  22,  chap.  260  (1903),  vol.  24,  chap,  i  (1906),  vol.  24,  chap.  47,  (1907). 
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purposes.  In  addition,  the  corporation  pays  for  state  purposes, 
annually,  one-twentieth  of  i  per  cent  on  the  cost  value  of  its  real 
and  personal  property  used  in  production  or  manufacture  up  to  and 
including  the  sum  of  $3,000,000;  on  such  value  of  real  and  personal 
property  so  used  in  excess  of  $3,000,000,  and  not  in  excess  of 
$5,000,000,  a  tax  of  one-fortieth  of  i  per  cent;  and  the  further  sum 
of  S30  for  each  additional  $1,000,000,  or  any  part  thereof.  This 
license  authorizes  production  or  manufacture  at  one  place  and  for 
one  year  only." 

Every  such  corporation  engaged  in  the  business  of  purchasing 
and  selling  property  of  whatever  description  secures  a  "  Ucense  '*  by 
paying  $5  for  state  purposes  annually.  In  addition,  the  corpora- 
tion pays  for  state  purposes  $1  on  the  first  $1 ,000  or  less  of  the  aggre- 
gate cost  value  of  such  articles  so  purchased  during  the  preceding 
year,  and  10  cents  per  $100  over  that  sum.  The  license  authorizes 
the  purchase  and  sale  of  such  property  at  one  place  and  for  one 
year  only.  *  Corporations  subject  to  this  mercantile  license  tax  are 
not  subject  to  the  annual  franchise  tax.  *^ 

Foreign  Corporations. 

Foreign  corporations,  except  insurance  companies,  before  being 
permitted  to  carry  on  business  within  the  State,  are  required  to  pay 
an  initial  fee  of  $50  for  the  use  of  the  State.  ^  Foreign  insurance 
companies  pay  an  annual  tax  on  business  done  in  the  State. 

A  corporation  having  its  principal  place  of  business  without  the 
State,  but  maintaining  within  the  State  branch  stores,  warehouses, 
or  distributing  depots  for  the  sale  of  produce,  goods,  wares,  and 
merchandise,  is  required  to  pay  for  the  use  of  the  State  an  annual 
license  tax  of  $10  for  each  and  every  coimty  in  the  State  in  which  it 
has  such  branch  stores  or  depots,  and,  in  addition,  10  cents  for  each 
$100  of  the  aggregate  cost  value  of  its  goods,  wares,  merchandise, 
etc.,  received  for  sale  in  the  State  during  the  preceding  year  in 
excess  of  the  sum  of  $5,000.  • 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  1 909  was  62  per  cent. 


«  Rev.  Code,  p.  69,  as  amended  by  Laws  of  Delaware,  vol.  22,  chap.  17  (1901). 
&  Rev.  Code,  p.  547. 
«  See  footnote  d,  p.  78. 

*^Laws  of  Delaware,  vol.  22,  chap.  395,  sec.  i  (1903). 

<Laws  of  Delaware,  vol.  24,  chap.  168  (1907),  as  amended  by  vol.  25.  chap,  150 
('909)- 
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Total  State  Rbcbipts,  Taxes  prom  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  ended  January,  1910.0 

Total  state  receipts,  all  sources $612,  334.  41 

Special  taxes  on  corporations: 

Railroads $107, 125. 00 

Telegraph  and  telephone  (wire  mileage  and  trans- 
mitters)    10,  247.  20 

Express 2,  728.  22 

Annual  franchise  tax  ^ 35, 026.  51             • 

Organization  and  other  filing  fees,  paid  secretary  of 

state 75. 538-  77 

Licenses  and  fees  paid  state  insurance  commissioner  ^ .  44,  740.  29 

Banks  and  banking  associations ^^ 17, 100.  29 

Total  state  taxes  from  corporations 292, 506.  28 

Other  taxes: 

Merchants',  manufacturers',  professional,   and  other 

licenses  « 166, 574.  78 

Oyster  revenue 5,  226. 43 

Collateral  inheritance 3, 443.  79 

Automobile  registration  and  licenses 5, 482. 00 

Civil  commissions  / 539. 00 

Total  taxes  not  from  corporations 181,  266. 00 

Total  taxes  for  state  purposes,  all  sources 473,  772.  28 

Receipts  from  sources  other  than  taxes: 

Interest  on  railroad  mortgages  g 11, 550. 00 

Dividends  on  bank  stocks 45,  774.  75 

Sale  of  bonds 10, 000. 00 

Interest  on  bonds^ 2, 085. 00 

Appropriation,  U.  S.  Government,  colleges  of  agricul- 
ture and  mechanical  arts 40, 000. 00 

General  filing  fees  paid  secretary  of  state '» 16,  718. 50 

Delaware  State  Hospital  at  Farnhurst 10,  592.  16 

Miscellaneous  minor  receipts i,  841.  72 

Total  receipts  from  sources  other  than  taxes 138,  562.  13 

Total  state  receipts,  all  sources 612,  334. 41 

o  State  Treasurer's  Report,  1909.  The  figures  here  given  include  all  funds,  without 
duplications  or  refunds,  as  furnished  in  advance  of  printed  report. 

^  On  gross  premiums  and  surplus  of  domestic  life-insurance  companies,  on  gross 
premiums  of  all  other  domestic  insurance  companies,  and  on  authorized  capital  stock 
of  other  classes  of  corporations. 

c  Foreign  life-insurance  companies  pay  2  per  cent  on  gross  premiums  from  Dela- 
ware business,  and  other  foreign  insurance  companies  1%  per  cent  on  the  same. 

^  One-fifth  of  i  per  cent  on  capital  stock,  surplus,  and  undivided  profits,  less  value 
of  banking  building. 

^  Paid  through  the  clerks  of  the  peace  in  and  for  the  several  counties  of  the  State. 
What  part  of  this  sum  was  paid  by  corporations  and  what  part  by  individuals  is  not 
shown. 

/  Paid  the  secretary  of  state  by  state  and  county  officers,  justices  of  the  peace, 
constables,  and  notaries  public. 

9  Held  by  the  state  as  investments. 

ft  These  fees  are  paid  by  corporations  and  individuals  alike- 
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IV.  COMMENTS. 

Early  Corporate  Tax  Legislation. 

The  development  of  the  present  system  of  state  taxation  of 
corporations  inr  Delaware  may  be  said  to  have  begun  in  1820,  when 
an  annual  tax  on  the  capital  stock  of  certain  banks  was  exacted 
as  a  condition  for  the  renewal  of  their  charters.  During  the  next 
half  century  a  few  special  classes  of  corporations  were  taxed  for  the 
benefit  of  the  State. 

Early  tax  legislation  concerning  railroads  consists  of  many  and 
varied  provisions  of  special  acts  applicable  to  particular  railroads, 
such  as  a  complete  exemption  for  a  limited  time,  a  loan,  a  tax  of 
one-tenth  of  the  earnings  in  excess  of  10  per  cent  on  the  capital 
stock,  and  a  tax  based  on  the  number  of  passengers  carried. 

It  was  not  until  1869  that  corporations  generally  were  taxed  for 
state  purposes.  Under  an  act  passed  that  year  a  tax  of  one-fourth 
of  I  per  cent,  based  upon  the  cash  value  of  shares  of  capital  stock, 
was  imposed  upon  both  domestic  and  foreign  corporations.  This 
act,  however,  was  repealed  two  years  after  its  passage. 

Incorporating  Business. 

The  first  general  incorporation  law,  passed  in  1883,  was  super- 
seded sixteen  years  later  by  a  law  very  much  broader  in  scope,  and 
consequently  more  attractive  to  nonresident  prospective  incor- 
porators. This  law  is  still  in  effect,  and,  by  reason  of  its  liberal 
provisions,  has  placed  Delaware  in  the  same  class  as  New  Jersey, 
Maine,  West  Virginia,  and  other  States  known  as  leading  incor- 
poration States,  with  large  success  in  obtaining  revenue  from 
both  organization  fees  and  annual  taxes. 

At  the  time  of  the  passage  of  this  act,  namely,  March  10,  1899, 
the  legislature  also  enacted  the  "  annual  franchise  tax"  law.**  The 
purpose  of  the  latter  act  was  to  provide  an  annual  state  revenue 
from  corporations. 

The  annual  aggregate  revenue  from  both  these  sources  increased 
from  $36,000  in  1899  to  nearly  $153,000  in  1907,  but  by  reason  of 
certain  amendments,  hereafter  referred  to,  receipts  were  materially 
reduced  during  the  two  years  following. 

The  State's  income  from  organization  fees  varied  considerably 
from  year  to  year.  In  1900  they  approximated  $71 ,000.  In  1902 
they  dropped  materially,  then  rose  again  the  following  year,  but 
in  1907  they  had,  by  an  irregular  descent,  dropped  to  a  Httle  less 
than  $43,000. 

o  Page  73. 


82  TAXATION   OF   CORPORATIONS. 

This  decreased  revenue  from  organization  fees  caused  the  behef 
that  Delaware  was  losing  its  incorporating  business.  A  desire  to 
prevent  this  induced  the  legislature  of  1907  to  so  amend  the  general 
incorporation  act  and  the  annual  franchise  tax  law  as  to  materially 
reduce  both  the  cost  of  organization  and  the  rate  of  annual 
taxation. 

Receipts  from  the  operation  of  the  ** annual  franchise  tax"  law 
had  steadily  increased  from  $8,300  in  1900  to  nearly  $110,000  in 
1907.  By  reason  of  the  amendment  above  referred  to  this  revenue 
was  greatly  reduced,  the  receipts  having  shrunk  to  less  than  $61 ,000 
in  1908  and  to  $35,000  in  1909. 

The  revenue  from  organization  fees  rose  during  the  same  years 
from  $42,000  to  more  than  $75,000. 

In  commenting  upon  the  lowering  of  costs  and  taxes  as  an  addi- 
tional inducement  to  prospective  incorporators,  the  State  Revenue 
and  Taxation  Commission,  in  their  report  of  1909,**  said: 

*'The  sale  of  corporation  charters  at  bargain  prices  by  a  State 
was  always  questionable  from  an  ethical  point  of  view  and  has  now 
become  such  from  a  financial  standpoint." 

Corporations  which  are  Not  Taxed. 

There  are  a  large  number  of  domestic  corporations  operating 
wholly  without  the  State  which  are  not  taxed  in  Delaware.  These 
admit  of  the  following  classification : 

First.  Railroads  (according  to  an  opinion  of  the  attorney- 
general)  . 

Second.  Telephone,  telegraph,  express,  car,  oil  and  pipe  line 
companies  incorporated  after  the  passage  of  the  franchise  tax  law. 

This  second  exemption  is  due  to  the  wording  of  the  act,  which 
bases  the  tax  on  gross  receipts  within  the  State.  Obviously  such 
corporations  operating  wholly  without  the  State  can  not  be  taxed. 

Third.  Certain  corporations  incorporated  prior  to  the  passage 
of  the  annual  franchise  tax  law  of  1899. 

As  before  stated,  this  act  especially  provides  that  its  terms  shall 
not  apply  to  corporations  incorporated  prior  to  its  passage,  and 
among  the  large  number  covered  by  this  exemption  are  corpora- 
tions of  considerable  importance. 

Apparently  it  was  not  intended  that  these  corporations  should 
forever  be  relieved  from  the  obligation  of  contributing  to  the 
support  of  the  State.  On  the  contrary,  the  existence  of  certain 
constitutional  provisions  was  relied  upon  to  allow  the  operation  of 
this  exemption  to  act  as  a  temporary  advantage  only. 

o  Pages  9,  10. 
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The  greater  number  of  the  corporations  enjoying  this  exemption 
received  their  charters  by  special  acts  of  the  legislature.  The  con- 
stitution of  1 83 1  limited  the  lives  of  such  charters  to  terms  of 
twenty  years,  and  the  present  constitution  (adopted  in  1897) 
absolutely  prohibits  the  granting  or  renewing  of  charters  by  special 
act  of  the  legislature,  except  for  charitable  purposes  and  the  like. 

In  view  of  the  expiration,  each  year,  of  a  number  of  these  legis- 
lative charters,  together  with  the  above-mentioned  prohibition 
and  the  liberal  provisions  of  the  general  incorporation  act,  it  was 
expected  that  the  greater  number  of  these  corporations  would 
renew  their  charters  in  Delaware  and  thus  become  subject  to  the 
annual  franchise  tax  law.  The  first  supposition  was,  in  the  main, 
correct,  but  that  they  could  be  taxed  under  this  franchise  tax  law 
was  denied  by  the  courts  in  1904.* 

Shortly  after  the  passage  of  this  act  a  charter  originally  granted 
by  the  legislature  was  renewed  under  the  general  incorporation  act. 
The  proper  state  official  instituted  suit  for  the  recovery  of  taxes 
levied  under  the  franchise  act,  but  the  state  supreme  court  held  » 
that  the  renewal  of  the  charter  of  a  preexisting  corporation  under 
the  provisions  of  the  general  incorporation  law  of  March  10,  1899, 
does  not  create  a  new  corporation,  but  only  renews  and  extends  the 
life  of  one  in  existence  at  the  time,  and  does  not  subject  such 
corporation  to  the  payment  of  a  tax  under  the  annual  franchise  tax 
law. 

This  decision  permanently  exempts  this  class  of  corporations 
from  the  operation  of  the  annual  franchise  tax  law  in  its  present 
form. 

Stockholders  and  Bondholders. 

A  law  was  in  force  from  1 871*  to  1883*^  requiring  shares  of  stock 
in  foreign  corporations  owned  by  residents  or  corporations  of  the 
State  to  be  returned  for  taxation.  Another  law  was  passed  in 
1897,  and  afterwards  amended,**  taxing  all  stock  and  bonds,  with 
certain  exceptions,  held  by  residents  of  Delaware;  but  it  was 
declared  unconstitutional  a  few  years  later  on  the  technical  ground 
that  the  subject  of  part  of  the  act  as  amended  was  not  included  in 
the  title.* 

a  Burris  v.  Jessup  &  Moore  Paper  Co.,  5  Pennewill,  154  (1904). 
fr  Laws  of  Delaware,  vol.  14,  chap.  23  (1871). 
«  Laws  of  Delaware,  vol.  17,  chap.  236  (1883). 

^^Laws  of  Delaware,  vol.  20,  chap.  381  (1897),  as  amended  by  vol.  21,  chap.  35 
(1898). 

<  Equitable  Guarantee  and  Trust  Co.  v.  Donahoe,  3  Pennewill,  i^i  (1901). 
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The  present  constitution  of  the  State  prohibits  the  legislature 
from  taxing  the  shares  of  capital  stock  of  domestic  corporations 
when  owned  by  persons  or  corporations  without  the  State ;  °  and 
there  is  no  law  in  eflFect  at  present  taxing  any  stock  or  bonds  held 
by  residents  of  the  State. 

Railroads. 

A  general  passenger  tax  law  was  passed  in  1864,  but  was  a  few 
years  later  declared  void  in  so  far  as  it  affected  interstate  traffic.  ^ 

In  1869  general  laws  were  passed  taxing  the  net  earnings,  the 
rolling  stock,  and  the  cash  value  of  the  capital  stock  of  railroads. 
A  year  later  the  United  States  circuit  court  held  that  the  tax  on 
rolling  stock  was  a  restraint  on  interstate  commerce,  but  sustained 
that  portion  of  the  law  which  taxed  net  earnings  and  capital 
stock. '^  The  United  States  Supreme  Court  affirmed  this  decision 
as  to  the  constitutionality  of  the  provisions  concerning  net  earn- 
ings and  capital  stock,  that  as  to  rolling  stock  not  coming  before 
them.^ 

Pending  the  last-mentioned  decision,  and  probably  induced  by 
the  uncertainty  of  the  outcome,  the  first  of  a  number  of  special 
legislative  acts,  forming  a  peculiar  feature  of  railroad  taxation  in 
Delaware,  was  passed.  This  first  act  was  passed  by  the  legisla- 
ture of  1873.  It  provided  that  the  Philadelphia,  Wilmington  and 
Baltimore  Railroad  Company  should  be  privileged  to  pay  $40,000 
annually  in  lieu  of  all  state  taxes,  and  further,  that  the  act  was 
not  to  be  construed  to  repeal  or  affect  the  existing  laws  as  herein- 
before given,  otherwise  than  to  suspend  the  collection  of  taxes 
under  them  in  any  year  in  which  the  company  pays  the  State  the 
amount  specified. 

Following  this  measure  special  acts  were  passed  from  time  to 
time  until  similar  privileges  were  given  to  all  railroads  operating 
within  the  State. 

An  investigation  of  this  method  of  railroad  taxation  was  made 
by  the  State  Revenue  and  Taxation  Commission,  who  fotmd  **a 
peculiar  and  perhaps  unparalleled  state  of  facts.'* 

The  following  interesting  history  is  quoted  from  page  26  et  seq. 
of  their  report  for  1 909 : 

**  For  the  last  thirty-five  years,  Delaware  has  suspended,  without 
repeal  or  alteration,  its  general  tax  laws  on  railroad  companies, 

o  Page  72. 

ft  State  Treasurer  v.  P.,  W.  &  B.  R.  R.  Co.,  4  Houston,  158  (187 1). 

c  Minot  V.  P.,  W.  &  B.  R.  R.,  et  al.,  2  Abb.  C.  C.  323  (U.  S.  Circuit  Court,  1870). 

<«  The  Delaware  Railroad  Tax,  18  Wall.  206  (1873). 
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and  has  substituted  a  series  of  what  may  be  termed  special  acts. 
This  curious  condition  naturally  suggests  three  questions : 

** First.  What  led  to  the  adoption  of  this  novel  plan; 

"Second.  Why  was  it  continued;  and 

"  Third.  Should  it  be  longer  adhered  to  ? 

4c  3|e  ♦  3|e  4c  3|c  3|e 

''First.  *  *  *  It  has  been  urged  before  your  commission 
*  *  *  that  the  *  *  *  commutation  law  of  1873  was  the 
result  of  a  compromise.  *  *  *  jn  support  of  this  contention 
it  is  stated  that  during  the  period  between  the  passage  of  the  pas- 
senger tax  law  and  the  decision  of  the  court  limiting  its  effect  to 
intrastate  travel,  the  Philadelphia,  Wilmington  and  Baltimore 
had  paid  into  the  state  treasury  for  interstate  travel,  the  aggregate 
sum  of  $307,345.70;  and  that,  therefore,  the  said  company  became 
equitably  entitled  to  demand  the  repayment  to  it  of  the  said  sum 
by  the  State. 

*'  That  as  the  Supreme  Court  of  the  United  States  had  not  rendered 
its  decision  in  favor  of  the  State  in  relation  to  the  net  earnings  and 
capital  stock  tax  at  the  time  the  first  commutation  law  was 
enacted,  it  was  a  matter  of  uncertainty  whether  the  State  would 
receive  any  taxes  under  said  law;  that  consequently  it  was  but 
natural  the  State  should  be  willing  if  not  anxious  to  accept  a 
certain  gross  sum  in  lieu  of  the  uncertain  revenue  which  might 
or  might  not  be  obtained  under  said  contested  act. 

**  Whether  this  concession  was  made  because  of  the  uncertainty 
of  the  results  of  the  litigation  before  the  Supreme  Court  of  the 
United  States,  whose  decision  had  not  then  been  rendered,  we 
are  luiable  to  say.  Whatever  may  have  been  the  reason,  however, 
the  commutation  statute  itself  makes  it  clear  that  it  is  not  intended 
to  prevent  future  legislatures  from  imposing  further  taxation  on 
the  railroad  company. 

♦  3|e  3|e  3|c  ♦  ♦  ♦ 

"Second.  Why  was  the  plan  of  commuting  railroad  taxes  to 
gross  sums  continued  by  the  general  assembly  subsequent  to  1873  ? 
We  have  been  unable  to  discover  any  except  merely  conjectural 
answers  to  this  question. 

"Third.  Should  the  plan  of  commutation  be  continued?  The 
most  conspicuous  advantage  of  the  policy  lies  in  the  fact  that  it 
tends  to  obviate  the  disturbing  element  of  uncertainty  and  to 
assure  to  the  State  a  certain  and  substantial  revenue.     *    *    * 

"  If  an  abandonment  of  the  policy  of  the  commutation  of  rail- 
road taxes  by  the  payment  of  fixed  sums  means  a  return  to  the  old 
passenger,  net  earnings,  capital  stock,  locomotive,  and  car  tax  laws, 
which  remain  imrepealed  and  suspended  merely,  then  we  are  of 
opinion  that  the  commutation  policy  should  be  adhered  to.  While 
we  have  not  been  able  to  secure  the  statistics  by  which  to  ascertain 
just  what  the  railroads  would  have  to  pay  the  State  to-day  if  those 
general  laws  were  again  set  in  operation,  we  believe  that  they 
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would  be  SO  great  as  to  form  a  gross  injustice  to  the  companies. 
*  *  *  We  recommend,  therefore,  that  the  old  laws  shall  not 
be  resorted  to,  until  at  least  a  more  thorough  examination  has  been 
made  to  ascertain  what  the  results  would  be.  *  *  *  It  seems 
to  us  *  *  *  that  either  a  new  general  law  taxing  railroad 
companies  should  be  enacted,  or  a  new  plan  devised  for  the  ascer- 
tainment of  the  gross  commutation  sums  to  be  paid  by  such 
companies." 

The  commission  presented  an  argument  favoring  the  taxation 
of  railroads,  either  according  to  the  market  value  of  the  capital 
stock  plus  the  market  value  of  the  funded  or  bonded  indebtedness, 
or  by  gross  sum  commutations,  determined  upon  the  basis  of  such 
market  value,  taxed  at  the  average  rate  at  which  farm  land  is  taxed 
for  county  and  school  purposes  throughout  the  State.  When, 
however,  the  railroad  runs  through  but  one  county,  the  average 
rate  on  farm  land  in  that  county  should  be  used.  Farm  land  was 
suggested  for  the  purpose  merely  to  avoid  complication  of  munici- 
pal taxes. 

Under  this  plan,  it  is  stated,  the  aggregate  taxes  paid  to  the 
counties  should  be  deducted  from  the  amount  to  be  paid  by  rail- 
roads to  the  State.  But  no  deduction  for  municipal  taxes  should 
be  made  if  the  average  rate  is  based  on  farm  land. 

With  respect  to  equalizing  the  base,  the  commission  said : " 

"We  would  suggest  that  the  base  for  the  railroad  tax  be  dimin- 
ished by  such  a  percentage  thereof  as  would  form  the  average  dis- 
count of  the  true  value  of  real  estate  at  which  it  is  assessed  for 
county  taxes  in  the  several  counties  of  this  State.  This  average 
discount  can  be  arrived  at  with  a  fair  degree  of  approximation  with 
little  difficulty.     *    *    * 

**  If  the  objections  to  farm  land  as  a  base  for  comparison  seem 
too  serious  the  average  rate  on  all  taxables  and  tax  subjects  may 
be  substituted.*' 

The  suggestions  made  for  ascertaining  the  proper  methods  of 
taxing  railroad  companies,  the  commission  said  further,  would 
also  apply  to  other  public-service  corporations,  such  as  telegraph, 
telephone,  and  the  like.^ 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  court  reports,  of 
value  in  the  study  of  corporate  taxation  in  Delaware: 

Reports  of  the  State  Treasurer,  1 899-1 909. 

Report  of  State  Revenue  and  Taxation  Commission,  1909. 

o  Report  of  State  Revenue  and  Taxation  Commission,  1909,  pp.  36,  37. 
^  Report  of  State  Revenue  and  Taxation  Commission,  1909,  p.  38. 
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I.  GENERAL  VIEW. 
Chief  Features. 

First.  A  tax  based  on  gross  receipts,  paid  principally  by  com- 
panies of  a  public-service  nature. 

Second.  All  corporations  (except  steam  railroads)  are  taxed  by 
the  State  and  locally  upon  the  total  assessed  value  of  shares  of 
stock,  less  deductions  for  real  estate  taxed.  This  capital-stock 
tax  is  merely  the  general  property  tax  in  its  application  to  corpo- 
rations. 

General  Property  Tax. 

Corporations,  domestic  and  foreign  (except  steam  railroads), 
are  taxed  locally  for  both  state  and  local  purposes  upon  real 
property  in  the  same  manner  as  are  individuals.  Personal  prop- 
erty of  domestic  corporations  whose  capital  stock  is  subject  to 
taxation  is  exempt.  Personal  property  of  foreign  corporations 
is  taxable. 

Steam  railroads  are  not  taxed  on  property  for  state  purposes, 
but  are  taxed  locally  for  local  purposes  on  real  and  personal 
property  in  the  same  manner  as  individuals. 

Capital-Stock  Tax. 

Domestic  corporations  (except  steam  railroads)  pay  a  tax  for 
state  and  local  purposes,  based  on  the  assessed  value  of  the  entire 
capital  stock  of  the  corporation  less  exempted  property  and  real 
estate.  This  tax  may  be  charged  by  the  corporations  to  the 
stockholders.  The  personal  property  of  corporations  paying  it 
is  exempt  from  further  taxation,  as  is  also  the  stock  of  such  cor- 
porations in  the  hands  of  the  holders. 

State  Tax  on  Gross  Receipts. 

A  state  tax  is  imposed  upon  the  gross  receipts  of  business  done 
within  the  State  by  domestic  and  foreign  steam  railroad,  oil  pipe 
line,  electric-light,  electric,  construction,  and  gas  companies, 
sleeping-car  companies,  telegraph,  telephone,  cable,  express,  or 
transportation  companies,  and  certain  financial  and  insurance 
companies.     Foreign  fertilizer  companies  are  also  taxed  under  this 

provision. 
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Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  corporations  (except  steam  railroads) 
owned  by  residents  and  nonresidents  are,  under  the  capital-stock 
tax  above  described,  taxed  to  the  corporation,  which  may  charge 
the  amount  of  the  tax  to  the  stockholder.  Stock  in  foreign  cor- 
porations is  taxed  to  the  holders,  as  are  also  bonds  and  other 
securities  in  both  domestic  and  foreign  corporations.  The  shares 
in  domestic  and  foreign  steam  railroad  corporations  subject  to  the 
gross-receipts  tax  and  the  local  property  taxes  are  exempt  from 
taxation. 

Foreign  Corporations. 

Real  estate  and  personal  property  of  foreign  corporations  are 
taxed  for  state  and  local  purposes  "as  if  the  same  belonged  to  a 
natural  person."  In  addition  to  this,  all  foreign  corporations, 
except  those  taxed  upon  gross  receipts,  are  subject  to  a  special 
graduated  tax  based  on  capital  employed  in  the  State. 

Administration. 

State  taxation  is  under  the  supervision  of  the  State  Tax  Com- 
missioner, who  acts  also  in  an  advisory  capacity  to  the  local  taxing 
authorities.  Local  taxation  is  administered  by  the  respective 
boards  of  county  commissioners  and  the  Appeal  Tax  Court  of 
Baltimore.** 

n.   DETAILS    AS    TO    THE    CONSTITUTION    AND    THE 

STATUTES. 

Constitution. 

The  Declaration  of  Rights  requires  that  every  owner  of  property 
shall  pay  taxes  in  proportion  to  its  actual  worth.  The  constitu- 
tion establishes  broadly  the  general  property  tax  as  the  policy  of 
the  State.  ^  It  prohibits  granting  the  credit  of  the  State  to 
individuals  or  to  corporations.*  It  requires  the  legislature  to 
provide  for  a  tax  upon  revenues  accruing  to  foreign  corporations 

o  Sources  of  revenue  in  Maryland: 

Municipal  and  local  districts. — (a)  Direct  tax  on  real  and  personal  property; 
(6)  municipal  liquor-license  tax;    (c)  business  licenses;  {d)  fees,  fines,  etc. 

County. — (a)  Direct  tax  on  real  and  personal  prof^erty;  (6)  county  licenses;  (c) 
fees,  fines,  etc. 

State. — (a)  Direct  tax  on  real  and  personal  property;  (6)  inheritance  tax;  (c) 
corporation  taxes;  (d)  business  taxes  and  licenses;  (e)  tax  on  official  com  missions - 
(/)  fees,  fines,  etc. 

&  Declaration  of  Rights,  art.  15. 

c  Constitution,  Art.  Ill,  sec.  34. 
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from  business  done  within  the  State.**  The  legislature  is  prohibited 
from  passing  any  local  or  special  laws  extending  the  time  for 
collection  of  taxes.*  The  constitution  also  provides  that  **the 
personal  property  of  residents  of  this  State  shall  be  subject  to 
taxation  in  the  county  or  city  where  the  resident  bona  fide  resides 
for  the  greater  part  of  the  year  for  which  the  tax  may  or  shall  be 
levied,  and  not  elsewhere,  except  goods  and  chattels  permanently 
located,  which  shall  be  taxed  in  the  city  or  town  where  they  are  so 
located,  but  the  general  assembly  may  by  law  provide  for  the 
taxation  of  mortgages  upon  property  in  this  State  and  the  debts 
secured  thereby  in  the  county  or  city  where  such  property  is  situ- 
ated."^ 

Statutes.'' 
Capital-Stock  Tax. 

Domestic  corporations,  except  steam  railroads,  are  taxed  on 
their  personal  property  for  state  and  local  purposes,  upon  the  basis 
of  the  entire  value  of  the  capital  stock  of  the  company,  less 
exempted  property,  and  less  also  the  assessed  value  of  the  real 
estate.  This  tax  carries  the  same  rate  for  state  purposes  (namely, 
1 6  cents  on  each  $ioo)  as  does  other  property,  but  the  rate  for 
county  and  mtmicipal  purposes  varies  in  the  different  localities. 
Capital  stock  is  assessed  by  the  State  Tax  Commissioner. 

Every  corporation  is  required  to  furnish  the  commissioners  of 
the  several  counties,  and  also  the  appeals  tax  court  of  Baltimore, 
a  list  of  all  shareholders  residing  in  their  respective  districts  and  a 
description  of  the  corporation's  real  property  situated  therein. 
The  real  property  is  then  assessed  at  its  situs,  and  a  record  of  this 
valuation  sent  to  the  State  Tax  Commissioner,  who  is  directed  to 
value  capital  stock  as  follows:  He  shall  deduct  the  assessed  value 
of  such  real  property  from  the  aggregate  value  ^  of  all  shares  of 
such  corporations,  and  divide  the  remainder  by  the  number  of 

<>  Constitution,  Art.  Ill,  sec.  58. 

ft  Constitution,  Art.  Ill,  sec.  33. 

«  Constitution,  Art.  Ill,  sec.  51,  as  amended  by  acts  of  1890,  chap.  426,  ratified  by 
the  people,  November  30,  1891. 

^  Except  as  otherwise  indicated,  the  references  given  herein  are  to  the  1904  edition 
of  the  Code  of  Public  General  Laws. 

*  In  no  case  shall  the  stock  of  any  corporation  in  the  aggregate  be  valued  at  less 
than  the  full  value  of  the  real  estate  and  chattels  within  the  State,  whether  the  said 
shares  of  stock  are  quoted  on  the  market  or  not.     Code,  art.  81,  sec.  156. 

The  practice  of  the  State  Tax  Commissioner's  office  is  as  follows.  When  the  earn- 
ings are  10  f)er  cent  or  less,  the  tax  is  based  on  the  reported  assets;  when  earnings 
reach  25  per  cent,  the  basis  is  double  the  reported  assets;  if  50  per  cent,  the  amount 
of  reported  assets  is  multiplied  by  four,  etc. 
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shares  of  capital  stock,  and  the  quotient  shall  be  the  taxable  value 
of  such  respective  shares  for  both  state  and  local  purposes." 

That  this  is,  in  theory,  a  general  property  tax  is  further  empha- 
sized by  the  fact  that  the  collection  and  use  of  the  tax  upon  shares 
of  stock  for  county  and  municipal  purposes  follows  the  stock- 
holders, each  locality  receiving  the  tax  upon  the  shares  of  stock 
owned  therein.*  The  assessed  value  of  manufacturers'  tools  and 
machinery  is  deducted  for  corporations  situated  in  counties  where 
such  property  is  exempt.*'  It  will  be  observed  that  there  is  no 
provision  for  deducting  the  value  of  real  estate  situated  in  another 
State,  although  it  may  be  taxed  there.** 

The  capital-stock  tax  for  both  state  and  local  purposes  is  paid  by 
the  corporation,  which  may  charge  the  same  to  the  shareholder.* 
Some  corporations  actually  do  so  charge  it,  and  some  do  not.  The 
state  tax  is  payable  to  the  State  and  the  local  taxes  to  the  proper 
local  authorities.  The  capital-stock  tax  upon  shares  in  domestic 
corporations  owned  by  nonresidents  is  payable  in  the  locality  in 
which  the  principal  place  of  business  of  the  corporation  is  situated./ 

o  Code,  art.  8i,  sec.  159. 

A  Maryland  corporation  of  which  a  greater  part  of  the  stock  was  owned  by  non- 
residents, was  required  to  pay  taxes  on  the  value  of  the  shares  of  its  capital  stock, 
less  the  value  of  its  real  estate  in  Maryland.  Held,  That  the  State  Tax  Commissioner 
should  certify  to  the  county  or  city  authorities  the  number  and  value  of  the  shares 
of  stock  owned  by  residents  and  nonresidents  for  the  purpose  of  local  taxation,  thereby 
affirming  the  judgment  of  the  lower  court,  holding  that  the  tax  was  legally  assessed. 
American  Coal  Co.  v.  County  Commissioners  of  Allegany  County,  59  Md.  185  (1882). 
See  also  Mayor  and  City  Council  of  Baltimore  v.  Canton  Co.,  63  Md.  218  (1884); 
Skinner  Dry  Dock  Co.  v.  Baltimore  City,  96  Md.  42  (1902). 

The  fact  that  the  capital  stock  is  principally  invested  in  patent  rights  does  not 
exempt  the  shares  of  stock  from  taxation,  or  entitle  the  value  of  the  patents  to  be 
deducted  from  the  value  of  the  shares.  Crown  Cork  and  Seal  Co.  v.  State,  87  Md.  687 
(1898). 

*  Code,  art.  81,  sec.  159. 

The  act  of  1900  giving  Allegany  County  all  the  local  taxes  on  all  stock  of  its  cor- 
porations, no  matter  where  owned,  is  invalid,  because  it  violates  art.  3,  sec.  51  of  the 
constitution,  which  prescribes  that  personal  property  of  residents  of  the  State  shall 
be  subject  to  taxation  in  the  counties  where  they  reside.  Shares  of  stock  in  Mary- 
land corporations  are  personal  property,  and  when  owned  by  residents  of  the  State 
can  be  made  liable  to  taxation  only  in  the  counties  where  the  owners  reside.  Mayor 
of  Baltimore  v.  County  Commissioners  of  Allegany  County,  99  Md.  i  (1904). 

c  Code,  art.  81,  sec.  161. 

^  The  taxing  of  shares  of  stock  was  held  not  to  be  illegal  because  New  Jersey  real 
estate  was  included  in  determining  their  value.  American  Coal  Co.  v.  The  County 
Commissioners  of  Allegany  County,  59  Md.  185  (1882). 

<  Code,  art.  81,  sec.  159. 

/  Code,  art  81,  sees.  147  and  159.  See  also  Corry  v.  City  Council  of  Baltimore, 
96  Md.  310  (1903). 
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The  tax  under  the  above  provisions  is  proportionately  reduced 
if  the  corporation  owns  stock  in  another  corporation,  or  a  part  of 
the  state  debt,  or  of  the  debt  of  the  city  of  Baltimore,  the  taxes  on 
which  investments  have  already  been  paid  or  are  payable." 

Personal  property  of  domestic  corporations  whose  shares  are  sub- 
ject to  taxation  under  the  capital-stock  tax  is  exempt  from  further 
taxation. 

Xtailroad  Companies — Tax  on  Gross  Receipts. 

Foreign  and  domestic  steam  railroad  companies  pay  a  graduated 
tax  based  on  domestic  gross  receipts  per  mile  as  follows :  For  the  first 
$1,000 or  less,  iX  P^r  cent;  from  $i,ooo  to  $2,000,  2  per  cent;  and 
lyi  per  cent  upon  gross  receipts  per  mile  above  $2,000.*^ 

Railroads  whose  lines  are  located  partly  within  and  partly  with- 
out the  State  are  taxed  on  such  portion  of  the  entire  gross  receipts 
as  the  length  of  their  lines  in  the  State  bears  to  the  total  length  of 
their  lines  wherever  located.*^ 

The  Baltimore  and  Ohio  Railroad  Company  has  a  special  con- 
tract with  the  State  whereby  it  escapes  the  regular  gross-receipts 
tax,  and  pays  instead  a  tax  of  one-half  of  i  per  cent  upon  gross 
earnings  in  Maryland.^ 

Steam  railroads  are  specially  exempt  from  further  taxation  for 
state  purposes,*  but  are  taxed  locally  for  local  purposes  on  real  and 
personal  property  in  practically  the  same  manner  as  individuals./ 

A  Laws  1906,  chap.  467,  amending  Code,  art.  81,  sec.  x6o. 

^Laws  1906,  chap.  712,  amending  Code,  art.  81,  sec.  164.  "Gross  receipts  or 
gross  earnings"  as  used  in  this  statute  do  not  include  "any  income  derived  from 
the  investment  of  the  capital  or  surplus  of  any  of  the  corporations  mentioned  in 
said  section,  and  in  the  case  of  the  use  of  moneys  received  or  dep>osited,  they  shall 
include  only  the  difference  between  the  receipts,  earnings,  or  revenues  derived  from 
the  use  of  such  deposited  moneys,  and  the  interest  paid  on  such  deposits."  Code, 
art.  81,  sec.  166,  as  amended.  Laws  1908,  chap.  552,  p.  241. 

<^Laws  1906,  chap.  712,  amending  Code,  art.  81,  sec.  164. 

^Laws  1878,  chap.  155. 

«Code,  art.  81,  sec.  159. 

/Code,  art.  81,  sec.  189. 

A  railroad  company  holding  property  in  the  city  of  Baltimore  under  a  99-year 
lease  from  the  city  is  liable  under  the  terms  of  the  lease  to  pay  all  taxes,  assessments, 
etc.,  but  should  be  assessed  only  on  the  value  of  the  leasehold  estate.  Such  prop- 
erty is  taxed  in  the  same  manner  as  property  similarly  held  by  individuals.  Appeal 
Tax  Court  v.  Western  Maryland  Railroad  Co.;  Same  v.  Union  Railroad  Co.,  50  Md. 
274  (1878);  P.,  W.  &  B.  R.  R.  Co.  V.  Appeals  Tax  Court,  50  Md.  397  (1879). 
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Other  Transportation  Companies,  Transmission  and  Electric-Light 
Companies — Taxed  on  Gross  Receipts. 

'The  following  corporations,  domestic  and  foreign,  pay  a  tax  on 
gross  receipts  within  the  State  *  as  follows : 

Telegraph  or  cable,  express  or  transportation  (except  railroads, 
steam  or  electric) ,  and  sleeping-car  companies,  pay  to  the  State  for 
state  purposes  a  tax  oi  2%  per  cent;  telephone  and  oil  pipe-line 
companies,  2  per  cent;  electric-light  companies,  i  per  cent;  electric, 
construction,  and  gas  companies,  i  yi  per  cent.  Domestic  corpora- 
tions are  in  addition  taxed  on  capital  stock. 

The  above  law  (taxing  gross  receipts)  makes  no  distinction 
between  corporations  and  individuals  engaged  in  similar  employ- 
ment, except  that  foreign  guano,  phosphate,  or  fertilizer  companies 
are  taxed  i  yi  per  cent  under  this  act,  while  unincorporated  concerns 
engaged  in  this  business  are  not  subject  thereto.  However,  none 
other  than  corporations  pay  this  tax. 

Licenses. 

In  addition  to  the  foregoing,  an  extensive  system  of  special  taxes 
and  licenses  is  imposed  upon  certain  business  and  professional  pur- 
suits, to  which  corporations  following  such  occupations  are  liable  in 
the  same  manner  as  individuals. 

Stockholders  and  Bondholders. 

Stock  in  domestic  corporations  (except  steam  railroads)  owned 
by  residents  *  and  nonresidents  are  taxed  to  the  corporations  under 
the  provisions  of  the  "capital-stock  tax;"  and  the  corporation 
paying  the  tax  may  charge  the  amount  of  same  to  the  stockholder, 
who  is  exempt  from  further  taxation  on  stock  so  taxed. 

Stock  in  foreign  corporations,  and  bonds,  domestic  and  foreign, 
are  assessed  at  their  actual  value  and  taxed  to  the  individual  hold- 
ers at  the  rate  of  16  cents  for  state  purposes  and  30  cents  for  local 
purposes. 

Stock  of  domestic  corporations  is  taxed  irrespective  of  whether 
dividends  have  been  paid,  but  stock  in  foreign  corporations  and 

<»Laws  1906,  chap.  712,  amending  Code,  art.  81,  sec.  164.  The  method  of 
measuring  gross  receipts  within  the  State  is  the  same  as  that  employed  in  the  case 
of  railroads  (see  p.  91). 

*>  Stock  in  Maryland  corporations  when  held  by  residents  of  this  State  can  be 
taxed  only  in  the  counties  where  the  owners  reside.  Mayor  of  Baltimore  v.  County 
Commissioners  of  Allegany  County,  99  Md.  i  (1904). 
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bonds,  domestic  and  foreign,  are  exempt  when  no  dividends  or 
interest  is  paid.* 

Shares  of  stock,  in  domestic  or  foreign  steam  railroad  companies 
liable  to  the  state  gross-receipts  tax  and  the  local  property  taxes, 
are  exempt  from  all  taxation.* 

Foreign  Corporations. 

"Every  foreign  corporation,  except  *  *  *  [those]  paying 
a  gross-receipts  tax  which  maintains  an  office  and  regularly  exer- 
cises its  franchise  in  this  State,  shall  *  *  *  pay  to  the  state 
treasurer  for  the  use  of  the  State  *  *  *  $25  for  every  full 
$50,000  of  capital  employed  by  it  in  this  State  up  to  $500,000,  but 
in  no  case  less  than  $25 ;  if  the  amount  of  such  capital  is  more  than 
$500,000  and  not  more  than  $5,000,000,  then  an  additional  amount 
equal  to  one-fortieth  of  i  per  cent  on  the  excess ;  and  if  more  than 
$5,000,000,  then  an  additional  amount  at  the  rate  of  $30  for  every 
million  dollars  of  such  last-named  excess."*^ 

Foreign  corporations  pay  also  the  tax  on  real  estate  and  personal 
property  for  state  and  local  purposes  *'  as  if  the  same  belonged  to  a 
natural  person." '^  Foreign  steam  railroad  companies,  subject  to 
the  gross-receipts  tax,  are  exempt  from  state  taxation  on  real  and 
personal  property.* 

III.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  1909  was  32  per  cent. 

Total  Statb  Recbipts,  Taxbs  from  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  ended  September  30,  1909./ 

Total  state  receipts,  all  sources $5, 400,  104.  69 

Special  taxes  on  corporations: 

Gross  receipts $642,  385.  59 

Capital  stock 107,  592.  59 

Insurance 256,  271.  24 

a  Code,  art.  81,  sees.  2,  159,  and  210. 

The  taxation  of  personal  property  located  in  this  State,  belonging  to  a  foreign 
corporation,  and  of  the  stock  of  such  corporations  owned  by  and  taxed  to  a  resident 
holder,  is  not  unconstitutional  as  being  double  and  unequal  taxation.  The  tax  on 
the  tangible  property  of  a  corp>oration  is  a  tax  on  the  corporation;  but  the  tax  on 
the  shares  of  stock  is  a  tax  on  the  individual.  William  Wilkins  Co.  v.  Baltimore,  103 
Md.  293  (1906). 

^Code,  art.  81,  sec.  159. 

c  Code,  art.  23,  sec.  70,  as  amended  by  Laws  1908,  chap.  240,  p.  53. 

*Code,  art.  23,  sec.  72,  as  amended  by  Laws  1908,  chap.  240,  p.  53. 

«Code,  art.  81,  sec.  159. 

/  Report  of  Comptroller  of  the  Treasury,  1909,  p.  2. 


94  TAXATION  O^  CORPORATIONS. 

Special  taxes  on  corp>orations — Continued. 

Bonus  on  corporations <» $36, 471.  52 

Foreign  corporations,  tax 10,  258.  39 

Foreign  corporations,  fees  & 4, 045.  80 

Savings  banks 51, 148. 44 

Penalties  on  corporations 231.  35 

Total  state  taxes  from  corporations $1, 108, 404. 92 

Other  taxes: 

Liquor i,  332, 964.  74 

Inheritances 257, 089. 17 

Baltimore  city  stock 42, 982.  25 

Traders'  licenses 210, 594.  74 

Other  licenses 138, 147. 03 

Executors  and  administrators 59, 842.  83 

Civil  commissions i,  203. 50 

Protests 1, 037. 00 

Mortgages 8.52 

Total  taxes  not  from  corporations 2, 043, 869.  78 

Less  portion  of  liquor  tax  returned  to  Baltimore. .       960, 192.  26 

State's  share  of  taxes  not  from  corporations 1, 083, 677. 52 

General  property  tax i,  255, 359.  89 

Total  taxes  for  state  purposes,  all  sources 3, 447, 442.  33 

Receipts  from  sotu'ces  other  than  taxes: 

State  road  loan 640,  830. 00 

Interest 117, 440. 61 

Fees,  fines,  and  forfeitures 171, 128. 19 

Miscellaneous 63, 071.  30 

Total  receipts  from  sources  other  than  taxes 992,  470. 10 

Total  state  taxes  and  receipts  for  state  purposes 4, 439, 9x2.  43 

Total  receipts  distributed  to  cities 960, 192.  26 

Total  state  receipts,  all  sources 5, 400, 104.  69 

From  the  above  table  it  will  be  observed  that  the  State  collects 
from  corporations  about  32  per  cent  of  its  taxes  for  state  purposes. 
The  capital-stock  tax,  while  on  its  face  a  state-revenue  tax,  goes 
almost  wholly  into  the  public-school  fund  and  is  distributed  to 
the  public  schools  throughout  the  State.  The  principal  item  of 
corporate  taxation  for  state  purposes  is  the  tax  on  gross  receipts, 
which,  since  the  enactment  of  the  present  gross-receipts  tax  pro- 
vision in  1906,  has  brought  to  the  State  a  substantial  income. 
The  following  table  shows  the  increase  from  this  source  of  revenue 
in  the  period  1903  to  1909,  inclusive.  The  table  is  for  the  fiscal 
years  ending  September  30. 

<»  Organization  fee  of  one-eighth  of  i  per  cent  on  authorized  capital  stock. 
^  Fee  of  $25  paid  by  certain  foreign  corporations  for  a  certificate  that  they  are 
entitled  to  engage  in  business  in  Maryland. 
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Stats  Rbvbnue  prom  Gross-Rbcbipts  Tax  .a 


1907 *678,  675.  87 

1908 715,602.  72 

1909 642,  385. 59 


1903 ^-297.  466.  34 

1904 428,385.34 

1905 462,  286.  2 1 

1906 581,  823.  55 

Next  in  importance,  from  the  standpoint  of  state  revenue  de- 
rived from  corporate  taxation,  is  the  amount  collected  from  insur- 
ance companies,  which,  in  1909,  amounted  to  $256,271.24,  and 
this,  together  with  the  tax  on  savings-bank  deposits  (in  1909, 
$51 ,148.44)  constitutes  most  of  the  remainder  of  the  state  revenue 
from  corporate  taxation. 

IV.  COMMENTS. 

Development  of  the  Capital-Stock  Tax. 

The  first  step  taken  in  corporate  taxation  in  Maryland  was  in 
1 84 1,  when  a  tax  was  placed  on  capital  stock  of  domestic  corpo- 
rations held  by  nonresidents.*  A  year  later  this  provision  was 
extended  so  as  to  include  all  stock  in  domestic  corporations 
wherever  owned.  ^  Both  of  these  acts  require  the  corporation  to 
withhold  from  dividends  the  amount  of  this  tax. 

This  provision  did  not  establish  any  method  for  valuation, 
but  left  it  to  be  ascertained  by  the  general  assessors,  as  provided 
under  the  act  of  March,  1841.  The  county  and  municipal  taxes 
were  not  within  the  acts  and  consequently  continued  to  be  col- 
lected from  the  shareholders.  In  1847,^  it  was  provided  that 
the  county  commissioners*  of  the  counties  in  which  corporations 
were  situated  should  place  a  valuation  upon  the  stock  of  the  cor- 
porations in  their  respective  counties  after  giving  opportunity 
to  the  president  of  every  corporation  to  produce  evidence  of 
the  value  of  the  stock  in  his  corporation.  The  assessed  value  of 
the  real  and  personal  property  of  the  corporation  was  then  to 
be  deducted  from  this  valuation  of  the  stock  and  the  remainder 
was  to  be  the  valuation  of  the  capital  stock  for  the  purposes  of 
state,  coimty,  and  mtmicipal  taxation.  While  this  method  pro- 
vided for  the  assessment  of  franchises,  good  will,  and  assets  not 

«  Amounts  for  years  1903-1907,  inclusive,  taken  from  report  of  Comptroller  of  the 
Treasury,  1907,  p.  vi.  Amounts  for  1908  and  1909  from  reports  of  Comptroller  of  the 
Treasury  for  those  years. 

ft  Laws  1841,  chap.  23,  sec.  17. 

<^Laws  1841,  chap.  281;  laws  1843^  chap.  289. 

<*Laws  1847,  chap.  266,  sec.  5. 

<  In  certain  counties,  the  levy  courts  or  appeal  tax  courts. 
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covered  by  the  general  property  tax,  the  local  taxes  on  capital 
stock  were  still  collected  from  the  shareholder.  This  act  further 
provided  that  the  corporation  pay  the  state  tax  on  capital  stock 
whether  or  not  the  corporation  had  earned  any  profits. 

To  facilitate  the  collection  of  local  taxes,  it  was  provided  that 
all  corporations  furnish  to  the  county  commissioners®  of  the  county 
in  which  stockholders  resided,  a  list  of  stockholders  and  the 
amount  of  stock  held  by  each,  but  this  report  was  not  necessary 
if  the  corporation  arranged  to  pay  the  county  and  municipal  tax 
on  capital  stock  without  recourse  to  the  stockholders.  There 
was  no  material  change  in  the  provision  from  1848  to  1872,  when 
a  provision  was  adopted  for  the  annual  assessment  of  stock  in 
domestic  corporations,  and  in  1874^^  article  81,  "Revenues  and 
Taxes,"  of  the  Code  was  repealed  and  reenacted  with  some  slight 
changes,  among  the  most  important  being  the  addition  of  a  pro- 
vision that  the  county  and  municipal  tax  on  capital  stock  owned 
by  nonresidents  should  be  collected  from  the  corporations,  which, 
in  turn,  were  authorized  to  charge  the  amounts  so  paid  to  the 
stockholders.  It  was  not  until  1878,^  however,  that  the  county 
and  municipal  taxes  on  capital  stock  were  put  upon  the  same 
footing  with  the  state  taxes.  In  1878  the  office  of  State  Tax 
Commissioner^  was  created,  and  it  was  directed  that  the  taxes 
assessed  for  state,  county,  and  municipal  purposes  upon  shares 
of  capital  stock  be  collected  from  the  company. 

In  1877  the  tax  on  shares  of  stock  and  also  on  the  real  and  per- 
sonal property  of  corporations  was  held  by  the  court  of  appeals* 
to  be  double  taxation  and  unconstitutional.  In  1878  and  1880 
the  statute  was  changed  to  conform  to  the  decision  by  providing 
that  the  assessed  value  of  the  real  estate  situate  in  Maryland  and 
belonging  to  domestic  corporations  should  be  deducted  from  the 
aggregate  value  of  the  capital  stock.  The  tax  on  capital  stock  is 
thus  made  a  tax  on  the  personal  property  only  of  the  corporation, 
and  is  designed  to  reach  all  kinds  of  personal  property,  tangible  and 
intangible. 


<«  In  certain  counties,  the  levy  courts  or  appeal  tax  courts. 

&  Chap.  483. 

<^  Somewhat  amended  in  1880. 

d  Laws  1878,  chap.  178. 

^  In  attempting  to  tax  a  bank  on  property  and  capital  stock,  it  was  held  that  to 
tax  the  property  and  capital  stock  at  the  same  time  would  be  double  taxation  and 
contrary  to  the  organic  law  of  the  State.  County  Commissioners  of  Frederick  County 
V.  Farmers'  and  Mechanics'  Bank  of  Frederick,  48  Md.  188  (1877). 
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Steam  railroads  paying  the  gross-receipts  tax  are<»  expressly 
exempt  from  the  tax  on  capital  stock.  Electric  railroads,  how- 
ever, are  not  subject  to  the  gross-receipts  tax,  but  pay  the  capital- 
stock  tax. 

Gross-Receipts  Tax. 

The  gross-receipts  tax  of  1872  was  the  first  passed  in  Maryland. 
It  applied  to  railroads  only  and  remained  in  force  until  the  passage 
of  the  general  gross-receipts  tax  act  of  1894.  This  law,  although 
having  undergone  frequent  changes,  is  still  in  effect.     It  is  a  source 

of  considerable  revenue  to  the  State  and  now  embraces  all  classes 

« 

of  public-service  corporations,  except  electric-railway  companies. 
Another  exception  is  the  Baltimore  and  Ohio  Railroad,  which  in 
1878  was  released  from  all  state  taxation  other  than  a  special  tax 
of  i^  per  cent  upon  gross  receipts  in  Maryland.^ 

Shares  in  Foreign  Companies. 

The  Maryland  Tax  Commission  of  1888,^  in  its  report  to  the 
general  assembly,  proposing  interstate  comity  throughout  the 
Union  for  the  taxation  of  stock  in  nonresident  corporations,^  says : 

'*The  corporation  being  the  creature  of  the  State,  and  usually 
deriving  its  opportunities  for  revenue  from  the  place  where  it  is 
located,  and  as  it  is  much  more  practicable  for  the  State,  within 
which  such  place  is,  to  compel  a  full  disclosure  of  the  shares  of 
capital  stock  and  to  collect  the  taxes  thereon,  and  as  the  share  in 
the  hands  of  the  stockholder  really  represents  only  a  right  to 
share  in  the  management  and  participate  in  the  profits  of  the 
corporation,  and  as  the  capital  of  which  that  share  is  deemed  to 
represent  a  part,  is  really  located  at  the  situs  of  the  corporation,  we 
believe  that  according  to  sound  policy  as  well  as  sound  principle, 
the  stock  of  corporations  should  be  taxed  where  the  corporation 
is  located.  But  as  we  would  not  put  the  stock  of  our  Maryland 
corporations  at  a  disadvantage  with  those  of  other  States  by 
refraining  from  taxing  the  stock  of  all  nonresident  corp>orations, 
while  we  tax  the  stock  of  our  own,  thus  subjecting  the  nonresident 
holders  of  stock  in  Maryland  corporations  to  double  taxation  in 
case  they  are  required  to  return  such  stock  and  pay  taxes  on  it  at 
the  place  of  their  residence,  we  propose  to  refrain  from  levying 
taxes  on  stock  in  the  corporations  of  such  States  as  do  not  impose 
a  tax  upon  the  stock  of  our  corp>orations  in  the  hands  of  residents 

oCode,  art.  81,  sec.  159. 
^Laws  1878,  chap.  155. 

c  Report  of  Maryland  Tax  Commission,  1888,  pp.  66-67. 

^See  discussions  of  this  subject,  Vermont  and  Massachusetts,  Part  I,  pp.  83,  84, 
and  107. 
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of  their  State ;  still  providing,  however,  for  the  protection  of  the 
stock  of  Maryland  corporations  in  the  markets  of  other  States,  by 
requiring  that  if  the  tax  rate  in  such  other  States  as  do  not  tax 
the  stock  of  Maryland  corporations  are  lower  than  our  tax  rates, 
the  difiference  shall  be  levied  upon  the  shares  of  stock  of  corpora- 
tions of  such  States  in  the  hands  of  our  citizens.  We  do  not  wish 
to  make  the  State  of  Maryland  a  better  market  for  the  stock  of 
nonresident  corporations  than  for  the  stock  of  home  corporations. 

"  We  hope  such  a  provision  will  bring  this  subject  to  the  atten- 
tion of  other  States  in  such  a  practical  way  as  to  suggest  similar 
action  on  their  part,  and  finally  result  in  a  general  policy  of  inter- 
state comity  throughout  the  Union,  which,  by  taxing  stock 
through  the  instrumentality  of  returns  and  payment  by  the  corpo- 
ration itself,  will  take  a  large  mass  of  property  out  of  the  list  of 
invisible  and  intangible  property,  and  by  that  much,  reduce  the 
general  difficulty  and  loss  of  state  revenue  from  such  property. 
Our  present  Maryland  system  of  taxing  stock  in  domestic  corpora- 
tions ought  to  commend  itself  throughout  the  country  as  both  fair 
to  the  taxpayer  and  as  insuring  the  payment  of  taxes.  We  regret 
that  the  decisions  of  the  United  States  Supreme  Court,  already 
referred  to  in  this  report,  prevent  a  similar  amendment  with  refer- 
ence to  the  bonds  of  nonresident  corporations,  to  that  we  have 
proposed  concerning  their  stock.*'** 
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Reports  of  the  Comptroller  of  the  Treasury  of  Maryland,  1907 
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^  The  decisions  in  c]uesiion  held  that  the  bonds  of  corporations,  which  are  mere 
choses  in  action,  and  only  confer  a  right  to  sue,  have  no  situs  independent  of  the 
domicile  of  the  owner,  and  can  not  be  taxed  except  at  the  place  of  his  residence. 
State  Tax  on  Foreign-Held  Bonds,  15  Wall.  300  (1872);  Kirtland  v.  Hotchkiss,  100 
U.  S.  491  (1879). 
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L  GENERAL  VIEW. 
Chief  Features. 

First.  The  broad  application  of  the  general  property  tax. 

Second.  A  special  tax  on  the  gross  earnings  (or  receipts)  of  cer- 
tain classes  of  corporations. 

Third.  The  absence  of  any  tax  against  the  holders  of  shares  of 
stock,  bonds,  or  other  corporate  securities,  upon  such  holdings. 

Property  Tax. 

The  general  rule  is  that  the  real  and  personal  property  of  both 
domestic  and  foreign  corporations  is  taxed  like  that  belonging  to 
individuals.  Corporations  paying  a  gross-earnings  or  gross- 
receipts  tax  do  not,  in  addition,  pay  on  personalty  under  the 
general  personalty  tax  provision. 

Corporation  Tax  for  Special  Classes. 

Certain  public-service  corporations  (gas,  electric  lighting,  and 
telephone  companies)  pay  a  tax  on  gross  earnings,  while  street-rail- 
way companies  pay  a  tax  on  gross  receipts.® 

Tax  on  Capital  Stock;  at  Present  Inoperative. 

There  is  provided  a  tax  against  the  corporation  upon  the  capital 
stock  "  appraised  in  bulk  at  its  fair  cash  value,  '*  less  value  of  taxed 
real  estate,  of  corporations  "  organized  in  the  District  of  Columbia '' 
and  corporations  organized  outside  the  District  **  chiefly  for  the 
purpose  of  and  transacting  business  within"  the  District;  but,  as 
is  shown  hereinafter,  no  corporations  pay  this  tax. 

Subject  only  to  General  Property  Tax. 

There  is  no  special  tax  on  steam-railroad,  telegraph,  steamboat, 
canal,  express,  and  car  companies,  and  none  on  **  business  com- 
panies" and  manufacturing  companies. 


^  Certain  leading  financial  corporations,  contributing  a  large  percentage  of  the 
corporation  tax  of  the  District  (banks,  trust  companies,  and  building  associations) 
are  taxed  on  gross  earnings,  while  bonding,  abstract,  and  title-insurance  companies 
pay  upon  gross  receipts,  and  "insurance  companies,  except  mutual  fire  insurance," 
upon  premium  receipts. 
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Foreign  Corporations. 

There  is  no  separate  tax  for  foreign  corporations  operating  in  the 
District. 

Stockholders  and  Bondholders. 

Stocks,  bonds,  and  other  corporate  securities  of  domestic  and 
foreign  corporations  are  not  taxed  to  the  holders.  Tangible  per- 
sonalty only  is  taxable. 

Administration. 

The  tax  laws  of  the  District  are  administered  by  the  Assessor  and 
the  Board  of  Assistant  Assessors. «  The  assessments  are  finally 
approved^  by  the  Commissioners  of  the  District. 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  THE 

STATUTES. 

Constitution. 

Under  the  Constitution  of  the  United  States  ^  Congress  has  the 
exclusive  power  to  legislate  for  the  District  of  Columbia. 

Statutes.^ 

General  Property  Tax. 

"  Hereafter  all  real  estate  in  the  District  of  Columbia  subject  to 
taxation,  including  improvements  thereon,  shall  be  assessed  at  not 
less  than  two-thirds  of  the  true  value  thereof,  and  shall  be  taxed 
one  and  one-half  per  centum  upon  the  assessed  valuation  thereof 

4t      ^      3(c  e 

• 

**  On  all  tangible  personal  property,  assessed  at  a  fair  cash  value 
(over  and  above  the  exemptions  provided  in  this  section) ,  including 
vessels,  ships,  boats,  tools,  implements,  horses,  and  other  animals, 
carriages,  wagons,  and  other  vehicles,  there  shall  be  paid  *  *  * 
one  and  one-half  per  centum  on  the  assessed  value  thereof. "/ 


a  19  U.  S.  Stat.  400;  20  U.  S.  Stat.  104;  21  U.  S.  Stat.  460;  28  U.  S.  Stat.  282 
and  32  U.  S.  Stat.  617. 

Sources  of  revenue. — ^The  main  general  sources  of  the  funds  (aside  from  the  direct 
appropriation  each  year  by  Congress;  see  Financial,  p.  105)  to  meet  the  expenditures 
of  the  District  are  the  general  property  tax,  the  tax  based  upon  gross  earnings  (or 
gross  receipts,  as  the  case  may  be)  of  certain  public-service  and  financial  corporations, 
and  licenses. 

f>  28  U.  S.  Stat.  284. 

c  Art.  I,  sec.  8,  cl.  17. 

^  The  provisions  of  law  governing  the  taxation  of  corporations  in  the  District  are 
found  in  United  States  Statutes  at  Large  and,  to  some  extent,  in  the  charters  of 
such  corporations. 

<  32  U.  S.  Stat.  616,  sec.  5. 

/  32  U.  S.  Stat.  618,  par.  2. 
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The  more  important  statutes  providing  special  taxation  of  corpo- 
rations specifically  state  that  realty  shall  be  taxed,  but  the  general 
personalty  tax  is  not  regarded  as  applicable  to  such  specially  taxed 
corporations,  i.  e.,  those  paying  a  tax  on  gross  earnings,  gross 
receipts,  premium  receipts,  etc." 

Corporations  Subject  Only  to  General  Property  Tax. 

Corporations  not  specially  taxed  (and  thus  left  subject  to  the 
general  property  tax  only)  include  business  companies,  manufac- 
turing companies,  and  important  classes  of  the  public-service 
group. 

**  Business  companies  which,  by  reason  of  or  in  addition  to  incor- 
poration, receive  no  special  franchise  X)r  privilege  "*>  are  taxed  **as 
individuals  conducting  business  in  similar  lines.  "^  The  word 
"business"  is  construed  to  include  manufacturing  corporations. 

Steam-railroad,  steamboat,  canal,  telegraph,  express,  and  car 
companies  are  subject  only  to  the  general  property  tax. 

The  steam  roads  are  taxed  on  tangible  personal  property  located 
within  the  District,  and  realty,  including  land  and  improvements. 

Steamboat  companies  pay  upon  vessels,  ships,  and  boats  as  per- 
sonalty, by  express  provision  in  the  general  property  tax  law.^ 
Thdr  realty  is  also  subject  to  the  general  property  tax. 

The  Chesapeake  And  Ohio  Canal  Company  is  assessed  and  taxed 
upon  certain  realty  holdings  not  used  in  the  canal  business,  other 
real  estate  owned  by  it  having  been  exempted  by  express  provision 
of  law.*  By  the  act  incorporating  this  company  the  canal  "and 
all  other  works"  connected  therewith  are  ** forever  exempt  from 
the  payment  of  any  tax,  imposition,  or  assessment  whatsoever.*'/ 

Telegraph  companies  are  taxed  **  under  the  head  of  real  estate 
upon  overhead  wires  supported  by  poles,  conduits,  and  under  the 
bead  of  personalty  upon  office  furniture,  fixtures,  implements, 
machinery,  instruments,  etc."^ 

fl  32  U.  S.  Stat.  619  et  scq  ;  33  U.  S.  Stat.  563  et  seq.  It  is  important  to  note  in 
this  connection  that  most  of  the  provisions  of  the  gross-earnings  tax,  the  gross- 
receipts  tax,  the  premium-receipts  tax,  etc.,  occur  in  the  statutes  under  "Taxation of 
personal  property." 

b  There  is  none  enjoying  special  privileges. 

«  33  U.  S.  Stat.  564. 

rf  32  U.  S.  Stat.  618. 

«  Assessor's  Report  for  1907,  p.  10. 

/  4  U.  S.  Stat.  796;  4  U.  S.  Stat.  802. 

ff  Assessor's  Report  for  1907,  p.  10. 
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Gross-Earnings  Tax,  Gross-Receipts  Tax,  etc. 

The  most  important  form  of  corporate  taxation  is  the  tax  upon 
the  gross  earnings  (in  one  case,  gross  receipts)  of  certain  public- 
service  corporations  and  financial  corporations. 

Street-railway  companies  pay  4  per  cent  per  annum  **on  their 
gross  receipts  and  other  taxes  as  provided  by  existing  law."^  The 
words  ** gross  receipts,"  as  applied  to  these  companies,  mean 
"gross  receipts  within  the  District  of  Columbia. "'^  The  words 
"  other  taxes  "  mean  the  general  taxes  levied  upon  the  real  prop- 
erty of  the  street-railway  companies,  including  land  and  improve- 
ments; but  the  tracks  of  street-railway  companies  are  not  assessed 
as  real  estate,  being  regarded  as  occupying  "public  space  as  a 
franchise,  the  tax  upon  which  is  construed  to  be  included  in  the 
personal  tax  of  4  per  cent  per  annum  upon  the  gross  receipts.  "'^ 

**A  thorough  examination  shows  that  a  majority  of  the  original 
charters  of  the  various  lines  in  the  District  contain  a  specific  pro- 
vision that  the  tracks  shall  not  be  assessed  as  real  estate."  ^  The 
law  is  ambiguous  with  regard  to  the  tracks  of  some  of  the  street- 
railway  companies. 

Telephone  companies  are  taxed  4  per  cent  per  annum  on  gross 
earnings,^  and  in  addition  upon  realty,  including  overhead  wires 
and  supporting  poles.* 

Electric-lighting  companies  pay  4  per  cent  per  annum  on  gross 
earnings,**  and  also  the  general  property  tax  upon  real  estate,  in- 
cluding conduits,  poles,  lamps,  etc. 

Gas  companies  are  taxed  5  per  cent  per  annum  on  their  gross 
earnings,''  and  in  addition  the  real  estate  owned  by  them  in  the 
District  "shall  be  taxed  as  other  real  estate  in  said  District." 

Tax  on  Capital  Stock/ 

There  is  no  yield  from  this  tax,  because  (i)  although  the  law  in 
terms  applies  to  "all  corporations,  other  than  those  herein  provided 

«  32  U.  S.  Stat.  619.  These  companies  also  pay  about  $30,000  per  annum  in 
salaries  to  crossing  policemen. 

6  33  U.  S.  Stat.  564. 

c  Assessor's  Report  for  1907,  p.  9. 

tf32  U.  S.  Stat.  619. 

«  Assessor's  Report  for  1907,  p.  10. 

/  There  is  provided  a  tax  of  i  >^  per  cent  per  annum  of  the  assessed  valuation  of 
the  capital  stock  "of  all  corporations,  other  than  those  herein  provided  for,  organized 
in  the  District  of  Columbia  or  under  the  laws  of  any  of  the  States  or  Territories  of  the 
United  States  chiefly  for  the  purpose  of  and  transacting  business  within  the  District 
of  Columbia  ♦  ♦  *  but  from  the  assessed  valuation  *  »  ♦  shall  first  be 
deducted  the  value  of  any  and  all  real  estate  owned  by  such  corporation  in  said 
District,  which  real  estate  shall  be  separately  taxed  against  said  corporation."  (32 
U.  S.  Stat.  619,  par.  8.) 
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for,''  etc.,  "business  companies"  (which  term  is  construed  to 
include  manufacturing  corporations),  tmless  enjoying  special 
privileges,  are  taxed  as  individuals,  and  there  is  apparently  none 
enjoying  special  privileges;  (2)  the  public-service  corporations 
pay  a  gross-earnings  or  gross-receipts  tax,  or  (as  in  the  case  of  the 
steam  railroads,  telegraph,  steamboat,  express,  and  car  companies) 
are  not  organized  **  chiefly  for  the  purpose  of  and  transacting  busi- 
ness within"  the  District;  (3)  the  leading  financial  corporations 
pay  a  gross-earnings  or  premium-receipts  tax,  etc.;  (4)  the  only 
company  subject  to  the  capital-stock  tax,  even  in  theory,  is  the 
Washington  Terminal  Company,  and  in  that  case  the  valuation  of 
the  real  estate  exceeds  the  valuation  of  the  capital  stock,  the  result 
being  that  the  capital  stock  can  not  be  taxed. 

Stockholders  and  Bondholders. 

Stocks,  bonds,  and  other  corporate  securities  of  domestic  and 
foreign  corporations  are  not  taxed  to  the  holders.  This  class  of 
property  is  construed  as  not  within  the  purview  of  the  general  tax 
provision  relating  to  personal  property.* 

Foreign  Corporations. 

There  is  no  separate  tax  for  foreign  corporations  operating  in 
the  District.  Foreign  corporations  organized,  *' chiefly  for  the 
purpose  of  and  transacting  business  within"  the  District  fall, 
technically,  under  the  provision  for  a  tax  on  capital  stock,  above 
described,'^  unless  they  are  ** business  companies"  or  unless  they 
come  within  the  gross-earnings  or  gross-receipts  tax,  etc.;  but 
there  are  no  foreign  corporations  paying  the  capital-stock  tax. 

Foreign  corporations,  such  as  steam-railroad,  steamboat,  tele- 
graph, express,  and  palace-car  companies,  are  subject  to  the 
general  property  tax. 

«  See  p.  100.  ft  See  "  Tax  on  capital  stock  "  above. 
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lU.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  District  taxes  derived  from  corporations 
for  1909  was  16  per  cent. 

Total   District   Rrceipts,  Taxbs  prom  Corporations,  Other  Receipts,  and 
General  Property  Tax,  Year  ended  June  30,  1909.0 

Total  District  receipts,  all  sources $13,  837,  260.  70 

Special  taxes  on  corp>orations:  ^ 
On  gross  receipts — 

Street  railways  ^ $177, 944.  98 

Insurance  companies  ^ 82,  31 1 .  98 

On  gross  earnings — 

Gas  companies 106, 015. 99 

Electric  light 50, 470. 03 

Telephone 42,  774.  75 

National  banks 91, 481.  58 

Trust  companies 74, 036.  72 

Building  and  loan  associations 17, 184.  32 

Incorporated  savings  banks 7, 444.  41 

Total  special  taxes  from  corporations 649,  664.  76 

General  property  tax  on  corporations:  ^ 

Steam  railroads 149, 419.  77 

Street  railroads 22, 622.  73 

Gas  companies 41, 916.  57 

Klectric  light 12,  675.  21 

Telephone 14,  658.  93 

Telegraph . i ,  008.  30 

Steamboat 11,  229. 00 

Total  general  property  tax  on  above  corporations 253,  530.  51 

Total  District  taxes  from  corporations 903,  195.  27 

Other  taxes : 

Liquor  licenses 464,  898.  10 

Miscellaneous  licenses  (less  $82,311.98  for  insur- 
ance companies  listed  above  under  corporation 
taxes) 116,014.  22 

General  prof)erty  tax  « 4,  298,  308.  16 

Total  taxes  not  specially  from  corporations 4,  879,  220.  48 

Total  taxes  for  District  purposes 5,  782,  415.  75 

o  Report  of  District  Auditor,  1909,  pp.  13  and  22.  Report  of  District  Assessor, 
1909,  pp.  73  and  76. 

*  These  amounts  are  the  taxes  levied  and  not  those  collected.  The  collections 
are  practically  the  same  as  the  taxes  levied. 

c  $1 1,778.20  of  this  amount  is  a  tax  for  the  use  of  highway  bridges. 

^  A  small  part  of  this  comes  from  license  fees  of  insurance  agents. 

^  Part  of  this  comes  from  corporations,  but  it  is  impossible  practically  to  ascertain 
the  amount  thus  received. 
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from  sources  other  than  taxes: 

Market  rents $28, 078.  87 

Miscellaneous  rents 10, 454.  60 

Fines 8,573.81 

Fees 103,473.81 

Miscellaneous  collections 1 25, 080.  48 

Cash  collection  on  account  of  several  trust  and 

special  funds i ,  284, 023. 91 

Amount  appropriated  by  Congress  for  District 

purposes 6,  226,  218.  76 

Advances  by  United  States  for  shortages  in  Dis- 
trict revenue 268, 940.  7 1 

Total  receipts  from  sources  other  than  taxes $8, 054,  844. 95 

Total  District  receipts,  all  sources 13, 837,  260.  70 

In  explanation  of  the  item  '*  Amount  appropriated  by  Congress 

for  District  purposes,  $6,226,218.76/*  it  should  be  noted  that  half 

the  ftmds  used  for  the  expenses  of  the   District   government 

come  from  the  revenues  of  the  District,  and  half  **out  of  any 

money    in    the   Treasury   not   otherwise   appropriated.**     **The 

property  of  the  United  States  and  of  the  District  of  Columbia  '*  is 

not  assessed .« 

IV.  COMMENTS. 

Percentage  of  Special  Taxes  Paid  by  Public-Utility  and  Financial 
Corporations. 

As  shown  in  the  preceding  financial  table,  the  leading  public- 
service  and  principal  financial  corporations  paid,  during  the  fiscal 
year  1909,  special  taxes  amounting  to  $649,664.76.  About  58 
per  cent  of  this  was  paid  by  the  public-service  and  42  per  cent  by 
the  financial  companies. 

The  total  amount  of  taxes  (special  and  property)  paid  by  the 
larger  public-service  companies  is  equal  to  about  1 1  per  cent  of  the 
District  revenues.* 

«  The  or^nic  act  of  June  11,  1878,  provides:  "To  the  extent  to  which  Congress 
shall  approve  said  estimates  (of  the  Commissioners  of  the  District  of  Columbia)  Con- 
gress shall  appropriate  the  amount  of  50  per  centum  thereof;  and  the  remaining  50  per 
centum  of  such  approved  estimates  shall  be  levied  and  assessed  upon  the  taxable  prop- 
erty and  privileges  in  said  District  other  than  the  property  of  the  United  States  and 
of  the  District  of  Columbia."  (20  U.  S.  Stat.  104;  see  also  Reoort  of  Auditor  of  Dis- 
trict of  Columbia  for  1908,  p.  7.) 

Each  separate  appropriation  act  providing  for  the  expenses  of  the  government  of 
the  District  since  the  passage  of  the  organic  act  of  June  11,  1878,  has  contained  the 
following  provision:  "That  the  half  of  the  following  sums  named,  respectively,  is 
hereby  appropriated,  out  of  any  money  in  the  Treasury  not  otherwise  appropriated, 
and  the  other  half  out  of  the  revenues  of  the  District  of  Columbia."  (Auditor's 
Report,  1908,  p.  7-) 

^Assessor's  Report,  1909,  p.  76. 
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In  referring  to  the  increase,  amounting  to  $55,570,  in  1909  over 
1908  in  the  entire  personal- tax  assessment  of  the  District,  the 
Assessor  shows  that  more  than  $39, 000- of  this  increase  was  due  to 
the  increase  in  the  amotmt  of  gross-earnings  taxes  of  the  various 
public-utility  corporations  which  are  subject  to  special  taxation.** 

Extension  of  the  Property  Tax. 

The  assessment  of  the  service  pipes  and  meters  of  gas  companies 
and  the  investigation  as  to  the  legality  of  the  taxation  of  service 
wires  and  meters  of  electric-light  companies  ^  indicate  the  eflForts 
of  the  assessor's  office  to  increase  legitimately  and  materially  the 
revenue  from  the  general  property  tax  as  applied  to  these  public- 
service  corporations.  Similar  steps  were  subsequently  taken  with 
reference  to  the  property  of  other  corporations  of  this  group, 
notably  the  rolling  stock  of  steam  railroads,  etc. 

History — Four  Periods.* 

The  history  of  the  taxation  of  corporations  in  the  District  of 
Columbia,  including  the  taxation  of  shares  of  stock  and  bonds  in 
the  hands  of  the  holders,  may  be  divided,  for  convenient  considera- 
tion, into  four  periods:  The  first  period  beginning  with  the  year 
1849,  when  shares  of  stock,  bonds,  etc.,  were,  by  specific  provision, 
made  subject  to  assessment  against  the  holders;  the  second 
beginning  with  1871,  when,  under  a  provision  imposing  licenses, 
etc.,  certain  corporations  were  required  to  make  payments  in  the 
nature  of  a  capital-stock  tax,  gross-earnings  tax,  or  gross-receipts 
tax;  the  third  period  beginning  in  1876,  when  a  capital-stock  tax 
was  specifically  provided;  and  the  fourth  beginning  in  1888,  when 
new  street-railway  charters  contained  specific  provision  for  a 
gross-earnings  tax. 

First  Period,  1849  to  1871. 

In  1849  it  was  enacted^  that  '*all  stocks  which  may  be  owned 
and  possessed  by  any  person  whatever*'  in  any  "incorporated  or 
imincorporated  company,  *  *  *  all  bonds  and  mortgages; 
all  stocks  of  all  kinds;*'  and  "all  public  and  private  securities,*' 
should  be  liable  to  assessment.  "Articles  manufactured  in  this 
city,  in  the  hands  of  the  manufacturer,"  were  made  exempt.     A 

<»  Assessor's  Report,  1909,  p.  74. 

ft  Assessor's  Report,  1907,  pp.  9  and  10. 

c  In  view  of  the  fact  that  there  is  no  single  work  covering  the  history  of  the  taxation 
of  corporations  in  the  District  of  Columbia,  it  was  necessary  to  go  to  original  sources 
and  the  subject  is  therefore  presented  somewhat  fully. 

^  Sheahan, Corporation  Laws  of  the  City  of  Washington,  1853  (Digest),  pp.  41  et  seq. 
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detailed  list  of  securities  was  also  made  exempt,  and  an  examina- 
tion of  that  list  discloses  the  difficulties  which  were  encountered  by 
the  administrators  of  these  laws  in  endeavoring  to  secure  a  basis 
for  the  assessment  and  collection  of  this  tax. 

As  late  as  1868  these  provisions  as  to  the  taxation  of  bonds, 
shares  of  stock,  and  other  securities  had  remained  practically 
imchanged.**  The  words  (in  italic  above)  **  all  stocks  of  all  kinds  '* 
had  been  changed  in  i860  to  read  *'all  stocks  of  all  kinds,  foreign 
and  domestic,  held  or  owned  by  the  inhabitants  of  the  city  of 
Washington.**  It  can  not  be  found,  however,  that  any  material 
change  had  been  made  in  the  method  of  taxing  securities. 

Second  Period,  1871  to  1876. 

Meantime,  nothing  had  been  done  toward  specially  taxing  cor- 
porations themselves.  A  start  in  that  direction  was  made  in  1871, 
when  the  legislative  assembly  passed  an  act  imposing  licenses,  etc., 
which  required  certain  corporations  to  make  payments  in  the  nature 
of  a  capital-stock  tax,  a  gross-earnings  tax,  or  a  gross-receipts  tax.** 
"  Banks  and  bankers,**  for  example,  were  required  to  pay  annually 
50  cents  on  each  thousand  dollars  of  capital  invested.     Insurance 

o  Webb,  Laws  of  the  Corporation  of  the  City  of  Washington,  1868  (Digest),  p.  10. 

*>The  date  of  this  act  was  August  23,  1871.  It  provided,  "that  in  consequence  of 
the  increase  in  the  rates  of  license  over  the  old  laws  and  ordinances  of  Washington, 
Georgetown,  and  the  levy  court,  the  tax  on  personal  property  shall  be  seventy  cents 
on  each  and  every  hundred  dollars:  Provided,  That  the  tax  on  bonds,  promissory 
notes,  and  other  securities  bearing  interest  shall  not  exceed  five  per  cent  upon  the 
income  thereof."     (Sec.  23.) 

Banks  and  bankers  were  required  to  pay  annually  50  cents  on  each  $1,000  of  capital 
invested.  This  included  incorporated  and  other  banks.  Savings  banks  having  no 
capital  stock,  "  whose  business  is  confined  to  receiving  deposits  and  loaning  or  invest- 
ing the  same,"  were  required  to  pay  monthly  a  tax  of  one-twentieth  of  i  per  cent  on 
the  amount  of  deposits,  while  an  annual  tax  of  $50  was  imposed  on  provident  institu- 
tions receiving  deposits  and  loaning  and  investing  solely  for  the  benefit  of  depositors. 
"Manufacturers  of  illuminating  gas"  (sec.  21,  par.  45)  were  required  to  pay  a  tax  of 
$500  annually. 

The  act  provided  (sec.  22)  that  "  for  the  purposes  of  this  act  the  word  *  person'  shall 
signify  and  include  firms,  corporations,  or  companies." 

Certain  businesses  were  specifically  taxed,  or  required  to  pay  license  fees,  and 
"dealers  in  merchandise  of  any  kind  whatever,  not  otherwise  provided  for,"  were 
required  to  pay  $4  per  annum  on  each  $1,000  of  capital  invested  (sec.  21,  par.  20), 
the  words  "capital  invested"  being  defined  as  "average  capital  invested,  cash  and 
credit,  during  the  preceding  year;  or,  if  the  business  is  just  begun,  the  actual  capital 
at  the  time."  (Sec.  16.)  Under  this  act,  fire-insurance  companies  paid  50  cents 
per  annum  on  each  $1,000  invested,  life-insurance  companies  the  same.  Section  21, 
paragraph  31,  provides  that  insurance  agents  "  shall  pay  annually  fifteen  dollars,  and, 
in  addition,  a  monthly  tax  of  one  per  centum  on  the  gross  receipts  of  such  agency." 
Section  21,  paragraph  38,  provides  an  annual  payment  of  $25  by  real-estate  agents 
and  a  monthly  tax  of  one-fourth  per  cent  on  gross  receipts. 
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agents  were  required  to  pay  **  annually  $15,  and,  in  addition,  a 
monthly  tax  of  i  per  centum  on  the  gross  receipts  of  such  agency;" 
real-estate  agents,  $25  per  annum,  and  "a  monthly  tax  of  one- 
fourth  per  cent  on  gross  receipts."  **  Manufacturers  of  illumi- 
nating gas"  paid  a  tax  of  $500  annually  under  this  act.  The 
word  ''person,"  it  was  prescribed,  should  "signify  and  include 
firms,  corporations,  or  companies." 

Third  Period,  1876  to  1888. 

No  further  material  change  was  made  in  the  methods  of  taxing 
corporations  or  corporate  securities  until  1876,  when  it  was  pro- 
vided that  the  capital  stock  '*of  all  corporations  in  said  District 
(not  herein  exempted) "  should  be  liable  for  a  tax  upon  its  appraised 
value,  the  value  of  the  real  estate  having  first  been  deducted.** 

In  the  list  of  property  exempt  from  taxation  under  this  tax  were 
(sec.  8)  "goods,  chattels,  and  other  personal  property  owned  by 
persons  domiciled  in  said  District  but  whose  legal  residence  is  out 
of  the  said  District,  and  which  property  is  taxed  elsewhere." 
This  exemption  would  seem  to  cover  bonds.  The  act  also  ex- 
empted "the  stock  (so  far  as  the  individual  owner  is  concerned) 
of  any  corporation  which  is  taxed  on  its  capital  in  said  District." 

In  the  act  for  the  support  of  the  District  government  for  the 
fiscal  year  ended  June  30,  1877,^  the  provision  just  mentioned  was 
omitted,  but  the  words  "and  the  shares  in  the  same  shall  not  be 
assessed  against  the  individual  owners  thereof,"  were  inserted  in 
the  provision  for  the  tax  upon  capital  stock;  and  the  act  for  the 
following  fiscal  year,  1878,*^  made  no  change,  except  to  drop  the 
parenthesis  before  and  after  the  words  "  not  herein  exempted."** 

o  When  Congress,  by  "An  act  for  the  government  of  the  District  of  Columbia  and 
for  other  purposes,"  approved  June  20,  1874  (18  U.  S.  Stat.  116),  provided  for  the 
government  of  the  District  by  a  commission,  existing  methods  of  taxing  corporations 
and  their  securities  were  apparently  not  disturbed.  The  following  is  the  provision  of 
1876,  the  first  general  capital-stock  tax  which  was  specifically  imposed:  "That  the 
capital  stock  of  all  corporations  in  said  District  (not  herein  exempted)  shall  be 
appraised  in  bulk  by  the  assessors,  and  the  corporation  issuing  the  same  shall  be 
liable  for  the  tax  thereon  according  to  such  value;  but  from  the  appraised  value  of 
the  stock  shall  be  first  deducted  the  value  of  any  real  estate  of  said  corporation  in 
said  District,  which  shall  be  separately  taxed  against  said  corporation."  (18  U.  S. 
Stat.  504.) 

b  19  U.  S.  Stat.  86. 

c  19  U.  S.  Stat.  400. 

<*The  law,  as  amended,  read  as  follows:  "That  the  capital  stock  of  all  corporations 
in  said  District  not  herein  exempted  shall  be  appraised  in  bulk  by  the  assessor,  and 
the  corporation  issuing  the  same  shall  be  liable  for  the  tax  thereon  according  to  such 
value  and  the  shares  in  the  same  shall  not  be  assessed  against  the  individual  owners 
thereof;  but  from  the  appraised  value  of  the  stock  shall  be  first  deducted  the  value 
of  any  real  estate  of  said  corporation  in  said  District,  which  shall  be  separately  taxed 
against  said  corporation." 
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No  further  change  was  made  until  1902,  when  the  law,  which  is 
now  in  force,  was  enacted  as  shown  below. 

Fourth  Period,  Beginning  with  1888 — Capital-Stock  Tax  in  Force — 
Further  Development  of  Gross-Receipts  and  Gross-Earnings 
Tax  Provisions. 

The  act  of  July  i,  1902,  contains  the  following:** 

"The  capital  stock  of  all  corporations,  other  than  those  herein 
provided  for,  organized  in  the  District  of  Columbia  or  under  the 
laws  of  any  of  the  States  or  Territories  of  the  United  States  chiefly 
for  the  purpose  of  and  transacting  business  within  the  District  of 
Columbia,  except  those  exempted  by  the  laws  relating  to  the  Dis- 
trict of  Columbia,  shall  be  appraised  in  bulk  at  its  fair  cash  value 
by  the  board  of  personal-tax  appraisers,  and  the  corporation  issuing 
the  same  shall  be  liable  for  the  tax  thereon  according  to  such  value, 
and  shall  pay  to  the  collector  of  taxes  of  the  District  of  Columbia 
a  sum  equal  to  one  and  one-half  per  centum  on  the  assessed  valua- 
tion thereof;  but  from  the  assessed  valuation  of  such  capital  stock 
shall  first  be  deducted  the  value  of  any  and  all  real  estate  owned 
by  such  corporation  in  said  District,  which  real  estate  shall  be 
sepjarately  taxed  against  said  corporation.*' 

Then  follows  a  proviso  exempting  certain  corporations,  but  this 
proviso  was  subsequently  amended,  and  is  now  in   force,  as 
follows:  ^ 

**  Provided,  That  nothing  in  this  paragraph  contained  shall  be 
construed  to  include  business  companies  which,  by  reason  of  or  in 
addition  to  incorporation  receive  no  special  franchise  or  privilege ; 
but  all  such  corporations  shall  be  rated,  assessed,  and  taxed  as 
individuals  conducting  business  in  similar  lines  are  rated,  assessed, 
and  taxed." 

Three  matters  relating  to  the  above  enactments  are  worthy  of 
note.  The  first  is  the  dropping  of  the  provision  exempting  shares 
of  stock  from  taxation,  the  second  is  the  very  broad  exemption  in 
the  case  of  business  companies,  and  the  third  is  the  inclusion  of 
corporations  organized  under  the  laws  of  any  of  the  States  or 
Territories  of  the  United  States  chiefly  for  the  purpose  of  transact- 
ing business  within  the  District. 

The  provision  exempting  shares  of  stock  from  taxation  was 
possibly  no  longer  needed,  in  view  of  the  general  provision,  in  the 
same  act,  for  a  tax  upon  ** tangible"  personal  property,  and  the 
fact  that  under  this  provision  shares  of  stock  in  the  hands  of  the 
holders  are  not  taxed. 

The  fact  that  there  is  no  yield  under  this  capital-stock  tax  pro- 
vision has  already  been  stated  with  reasons. 

•  32  U.  S.  Stat.  619.  ft  33  U.  S.  Stat.  564. 
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We  have  seen  that  the  legislative  assembly  in  1871  prescribed 
certain  contributions  which,  whether  denominated  ** licenses"  or 
not,  were  in  the  nature  of  a  capital-stock  tax,  and  that  such  pay- 
ments were  prescribed  for  '*  firms,  corporations,  or  companies," 
as  well  as  for  individuals ;  and  that  this  was  several  years  prior  to 
the  enactment  of  the  first  capital-stock  tax  provision  (proper). 
It  has  also  been  stated  that  the  same  act  of  the  legislative  assembly 
imposed  a  monthly  tax  of  i  per  cent  on  the  gross  receipts  of 
insurance  companies. 

In  1 888  a  gross  earnings  tax  of  4  per  cent  per  annum  was  provided 
in  the  act  granting  a  charter  to  the  Eckington  and  Soldiers*  Home 
street-railway  company.*  About  the  same  time,  charters  granted 
to  other  street-railway  companies  contained  similar  provisions,  but 
prior  to  that  time  gross-earnings  taxes  had  not  been  paid  by  the 
street-railway  companies.*  By  an  act  of  October  i,  1890,*^  corpo- 
rations carrying  on  certain  business,  such  as  safe-deposit,  trust, 
title  insurance,  or  loan  and  mortgage  business,  etc.,  were  required 
to  pay  i>2  per  cent  of  gross  earnings  **in  lieu  of  personal  taxes" 
and  the  stock  ^  was  not  to  be  assessed  in  the  hands  of  individual 
owners. 

The  instances  mentioned  are  sufficient  to  show  the  development 
of  the  gross-earnings  tax.  The  main  provisions  enacted  in  1902 
and  1904,  for  such  taxes,  in  force  at  the  present  time,  have  been 
heretofore  discussed.* 
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EXPLANATION  OF  ABBREVIATIONS. 


Biss. — Bissell,  United  States  Circuit  Court,  Seventh  Circuit. 

C.  C. — Circuit  Court  Reports. 

e.  g. — ^for  example. 

et  al . — and  others. 

et  seq. — and  the  following. 

ex  rel. — ^upon  the  relation  of. 

Fed.  Rep. — United  States  Federal  Reporter. 

Ibid. — ^the  same. 

i.  e. — ^that  is. 

111. — Illinois  Supreme  Court  Reports. 

In  re — In  the  matter  of, 

Ind. — Indiana  Supreme  Court  Reports. 

Ind.  App. — Indiana  Appellate  Court  Reports. 

Mich. — Michigan  Supreme  Court  Reports. 

N.  E. — Northeastern  Reporter. 

O.  S. — Ohio  State  Supreme  Court  Reports. 

Rev.  Stats. — Revised  Statutes. 

St.  Bd.— State  Board. 

Stats. — Statutes. 

Wis. — Wisconsin  Supreme  Court  Reports. 
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LETTERS  OF  TRANSMITTAL. 


Department  of  Commerce  and  La30R, 

Office  of  the  Secretary, 

Washington,  July  31,  ign. 

Sir  :  I  have  the  honor  to  transmit  herewith  Part  III  of  a  Report 

of  the  Commissioner  of  Corporations  on  Taxation  of  Corporations, 

said  part  dealing  with  the  systems  of  corporate  taxation  in  the 

States  of  Ohio,  Indiana,  Illinois,  Michigan,  and  Wisconsin. 

Very  respectfully, 

Charles  Nagei*, 

Secretary. 

The  President. 


Department  of  Commerce  and  Labor, 

Bureau  of  Corporations, 

Washington,  July  ji,  191 1. 

Sir:  I  have  the  honor  to  transmit  herewith  Part  III  of  a  Report 
on  Taxation  of  Corporations,  made  to  the  President  under  your 
direction,  and  in  accordance  with  the  law  creating  the  Bureau  of 
Corporations.  This  part  deals  with  the  systems  of  corporate 
taxation  in  the  States  of  Ohio,  Indiana,  Illinois,  Michigan,  and 
Wisconsin. 

I  desire  to  mention  as  especially  contributing,  under  my 
direction,  to  the  preparation  of  this  report,  my  assistant,  Mr.  M. 
Markham  Flannery. 

Very  respectfully, 

Herbert  Knox  Smith, 

Commissioner, 
To  Hon.  Chari^es  Nagei*, 

Secretary  of  Commerce  and  Labor. 
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Department  of  Commerce  and  Labor, 

Bureau  of  Corporations, 

Washington,  July  jj,  igiT. 

Sir:  I  have  the  honor  to  submit  herewith  Part  III  of  the  Report 
on  State  Taxation  of  Corporations,  dealing  with  the  Eastern  Cen- 
tral States.  Parts  I  and  II,  akeady  issued,  covered  the  New 
England  and  Middle  Atlantic  States. 

These  reports  aflford  a  concise  comparison  between  the  tax  laws 
of  the  States,  in  the  light  of  judicial  decisions,  practical  adminis- 
tration, and  revenue  returns. 

The  Eastern  Central  group  differs  from  the  Middle  Atlantic 
group  in  using  much  more  extensively  the  general  property  tax 
for  state  revenue.  Wisconsin  alone  approaches  a  separation  of 
sources  of  revenue,  and  its  special  taxes  yield  suflSdent  revenue 
for  ordinary  state  expenses.  Ohio  applies  special  taxes  and  the 
general  property  tax  to  the  same  corporations  for  state  purposes. 
Indiana  and  Illinois  levy  practically  no  special  taxes  on 
corporations. 

Michigan  and  Wisconsin  make  elaborate  physical  valuation  of 
steam  and  street  railway  property,  which,  with  earning  capacity, 
forms  the  basis  of  state-administered  ad  valorem  taxes.  Revers- 
ing the  tendency  almost  imiversal  elsewhere,  these  two  States 
have,  with  respect  to  the  taxation  of  railroads,  gone  from  the 
modem  gross  earnings  method  to  the  ad  valorem  tax.  They  also 
use  extensively  the  '* average  rate"  method,  i.  e^,  applying  to  cer- 
tain public-service  corporations  a  rate  which  is  the  average  of 
the  state  and  various  local  rates. 

All  of  this  group  exempt  shares  of  stock  in  the  hands  of  holders, 
when  the  corporate  property  is  taxed. 

Wisconsin  derives  about  71  per  cent  of  its  total  state  taxes 
from  corporations;  Ohio,  52  per  cent;  Indiana,  19  per  cent;  Illi- 
nois, 34  per  cent.     In  Michigan,  revenue  from  special  corporation 
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taxes  is  applied  entirely  to  the  school  fund,  and  equals  about  45 
per  cent  of  the  total  taxes  collected  by  the  State.  The  entire 
real  and  personal  property  of  Wisconsin  is  annually  valued  for 
state  purposes  by  a  state  commission. 

The  constitutions  of  three  States  in  this  group,  namely,  Ohio, 
Indiana,  and  Illinois,  prohibit  the  exemption  of  corporate  prop- 
erty from  the  general  property  tax.  Railroad  and  insurance  com- 
panies are  among  the  heaviest  taxpayers  in  this  group. 

This  part  also  includes  two  tables  in  which  the  corporate  taxes 
thus  far  covered  are  brought  together  in  tabular  form.  Such  a 
condensation  of  the  tax  systems  of  1 7  States  is  necessarily  Very 
rough,  but,  on  the  other  hand,  very  interesting  in  showing  the 
general  outlines  of  the  systems  side  by  side.  These  17  States 
embrace  nearly  one-half  the  population  of  the  coimtry,  and  prob- 
ably much  more  than  one-half  of  its  corporate  activity. 

The  subject  covered  by  Part  III  is  presented  as  of  January  i, 

1911. 

Very  respectfully, 

Herbert  Knox  SMrrn, 

Commissioner  of  Corporations. 
The  President. 


TAXATION  OF  CORPORATIONS  IN  THE  EASTERN 

CENTRAL  STATES. 


INTRODUCTION. 

Purpose,  Plan,  and  Sources  of  Information. 

In  this  part,  dealing  with  the  Eastern  Central  States,  the 
purpose,  the  plan,  and  the  sources  of  information  remain  as  in 
its  predecessors,  which  dealt  with  the  New  England  States  and 
the  Middle  Atlantic  States;**  but  for  the  benefit  of  readers  not 
acquainted  with  those  earUer  reports  there  will  be  given  a  brief 
explanation. 

The  piupose  is  to  describe,  State  by  State,  the  system  and  the 
results  of  taxing  corporations — manufacturing,  mercantile,  trans- 
portation, and  transmission. 

The  plan  is  to  devote  to  each  State  a  description  divided  into 
four  parts — (i)  a  general  view  of  the  State's  system  of  corporate 
taxation;  (2)  a  more  minute  statement  of  the  details,,  with  cita- 
tions from  constitutions,  statutes,  and  decisions;  (3)  a  statement 
of  the  financial  results — that  is  to  say,  facts  and  figures  showing 
the  amounts  collected  from  corporations  and  comparing  those 
amounts  with  other  sources  of  revenue;  and  (4)  comments,  con- 
sisting of  historical  matter,  quotations  from  the  reports  of  state 
officials,  and  also  deductions  and  comparisons. 

The  soiuces  of  information  are  partly  constitutions,  statutes,  judi- 
cial decisions,  and  the  published  reports  of  state  treasurers,  •  tax 
commissioners,  and  other  officials,  and  partly  consultations  which 
representatives  of  this  Bureau  have  had  with  such  officials  at  the 
various  state  capitals,  for  in  no  instance  has  the  Bureau  been 
content  to  present  a  system  of  taxation  upon  the  basis  of  printed 
matter  alone  and  without  the  advantage  of  personal  interviews 
with  the  officials  best  skilled  as  to  the  matters  in  hand. 


a  Though  the  District  of  Columbia  is  not  a  State,  it  has  been  found  convenient  to 

count  it  as  such  in  various  parts  of  this  report. 
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2  TAXATION  OF  CORPORATIONS. 

The  Fraction  of  the  United  States  that  Has  Been  Covered. 

This  series  of  reports  (Parts  I,  II,  and  III)  now  covers  the 
region  north  of  the  Potomac  and  east  of  the  Mississippi.  In  area 
this  region  is  only  a  small  fraction  of  the  United  States — not  more 
than  a  seventh — but  in  population  it  is  a  much  larger  fraction,  in 
fact  one-half;  and,  as  it  is  the  region  in  which  business  has  most 
largely  gone  into  the  corporate  form,  the  systems  of  corporate 
taxation  there  used  have  an  importance  wholly  out  of  relation  to 
the  number  of  square  miles,  and  even  greater  than  would  be  indi- 
cated by  the  population.  In  other  words,  although  this  investi- 
gation of  corporate  taxation  has  covered  only  a  small  part  of  the 
area  of  the  United  States,  the  Bureau  has  nevertheless  collected 
more  than  half — if,  indeed,  such  matters  can  be  reduced  to  a 
mathematical  ratio — of  the  important  facts.  Consequently  there 
can  be  no  doubt  that  anyone  who  examines  these  reports  can  find 
safe  material  upon  which  to  base  preUminary  generaUzations. 

Tendency  Away  from  Local  Taxation  of  Corporations* 

In  the  early  days  of  corporations  it  was  the  practice,  as  was 
inevitable,  to  tax  corporations  precisely  as  if  they  were  natural 
persons.  Their  land,  their  tangible  personalty,  and  their  intangi- 
ble personalty  were  taxed  for  state  and  local  purposes  through  the 
local  assessors  precisely  as  in  the  case  of  individuals.  There  is  now 
a  marked  tendency  away  from  that  practice.  To  a  large  extent 
the  taxation  of  corporations  is  in  the  hands,  not  of  the  localities, 
but  of  the  State.  This  is  a  matter  well  worthy  of  discussion;  and 
in  presenting  it  there  is  a  necessity  for  separating  two  related  but 
distinct  series  of  facts,  namely,  facts  showing  that  in  some  States 
the  machinery  of  corporate  taxation  is  operated  more  or  less  by 
the  States  rather  than  by  the  locaUties,  and  related  but  independ- 
ent facts  showing  that,  however  the  machinery  is  operated, 
whether  by  States  or  by  locaUties,  the  proceeds  of  corporate  taxa- 
tion are  to  some  extent  devoted  to  state  purposes  and  to  some 
extent  are  retained  by  locaUties  or  returned  to  them  for  local  use. 
In  other  words,  there  are  two  questions — first,  methods  of  collec- 
tion, and  second,  distribution  of  proceeds. 

The  Arguments  for  and  against  State  Machinery  for  Corporate 
Taxation. 

Two  objections  have  been  raised  against  state  machinery  for 
corporate  taxation.  One  is  that  any  departure  from  the  general 
system  of  taxation  results,  and  is  intended  to  result,  in  giving  to 
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the  excepted  class  an  exceptional  benefit  or  burden.  It  is  also 
often  contended  that  central  state  machinery  can  be  too  easily 
controlled  in  the  interest  oi  the  excepted  class  or  against  that 
interest. 

The  obvious  answers  are  that  in  this  instance  the  excepted  class 
really  is  an  exceptional  class,  composed  of  artificial  entities  created 
by  the  State  and  enjoying  special  privileges,  and  that  in  case 
justice  demands  the  treatment  of  this  class  through  a  central 
authority  the  dangers  of  this  treatment  must  be  squarely  met, 
and  that,  at  any  rate,  along  with  the  dangers  come  certain  bene- 
fits— for  example,  publicity  and  the  ease  of  placing  responsibiUty. 

To  these  answers  the  reply  is,  substantially,  that  in  these  days 
corporations  should  be  considered,  not  as  abnormaUties,  but  as 
norpial  and  necessary  forms  for  doing  business  in  the  ic-ge  and 
permanent  manner  required  for  the  benefit  of  society;  that  hence 
in  creating  corporations  a  State  should  be  considered  as  perform- 
ing a  duty  rather  than  as  granting  a  privilege;  that  while  doubtless 
the  State  should  make  some  charge  for  the  clerical  and  similar 
services  performed  in  connection  with  creating  corporations,  and 
should  also  compel  the  filing  of  such  reports  as  will  prevent  the 
corporations  from  abusing  their  powers,  and  should  receive  fees 
covering  the  cost  of  this  work,  nevertheless  the  property  and  the 
business  of  the  corporations,  except  in  so  far  as  that  property  and 
that  business  differ  from  those  of  nattu*al  persons,  should  be  taxed 
with  no  exceptional  machinery. 

To  this  reply  may  be  made  a  rejoinder,  as  lawyers  would  term 
it,  to  the  effect  that  corporations,  or  at  least  some  of  them,  do 
have  privileges,  property,  and  business  largely  differing  from 
those  of  private  individuals,  as  will  be  developed  hereafter,  and 
that  hence  there  should  be,  at  least  as  to  such  property  and  busi* 
ness,  exceptional  machinery  for  taxation. 

All  these  points  have  weight.  The  conclusion  of  the  whole 
matter,  if  one  may  rely  upon  the  practice  of  most  of  the  States 
as  indicating  the  proper  effect  of  all  these  considerations  upon  the 
minds  of  legislators,  seems  to  be :  That  a  central  office  of  the  State 
should  exact  from  all  corporations  fees  for  issuing  a  charter  and 
for  filing  reports — fees  which  are  really  not  taxes  in  the  ordinary 
sense,  for  they  pay  the  expenses  of  services  rendered  and  yield  no 
income  for  general  purposes,  and  also  that  as  to  exceptional  sorts 
of  property  or  of  business  there  may  well  be  central  machinery 
for  taxation,  not  because  a  corporation  is  concerned  but  because 
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the  property  or  the  business  is  exceptional,  and  that  if  such  prop- 
erty and  such  business  be  as  a  matter  of  fact  usually  in  the  hands 
of  corporations  no  harm  is  done  by  practically  treating  the 
exceptional  natiure  of  these  undertakings  as  being  due  to  the  feature 
of  incorporation. 

Undertakings  Adapted  to  Central  Machinery  for  Taxation. 

What  are  the  undertakings  peculiarly  adapted  to  being  appraised 
or  otherwise  measured,  for  purposes  of  taxation,  by  state  machinery 
rather  than  by  machinery  of  a  local  natiure  ? 

Among  the  most  obvious  examples  both  by  theory  and  from  the 
practice  of  the  States  is  the  railroad.  Perhaps  a  still  more  obvious 
one  is  the  telegraph.  The  value  of  a  railroad  line  or  of  a  telegraph 
line  does  not  consist  of  the  total  of  the  values  of  the  several  nxiles. 
On  the  contrary,  the  value  of  the  mile  consists  in  some  fraction  of 
the  value  of  the  whole  line.  It  is  as  a  whole,  and  in  almost  no  other 
respect,  that  the  line  possesses  any  value  at  all.  Consequently, 
the  whole  line  must  be  appraised  at  once,  if  just  results  are  to  be 
attained;  and  so  likewise  the  receipts  or  the  earnings  of  the  whole 
line  must  be  ascertained,  if  there  is  an  attempt  to  determine  the 
receipts  or  the  earnings  per  mile.  Yet  the  determination  of  items 
as  to  the  whole  line  means  practically  that  there  must  be  deter- 
mination by  machinery  representing  the  State  as  distinguished 
from  the  several  localities.  It  is  clear,  of  course,  that  when  a 
railroad  or  telegraph  passes  through  several  States  the  same 
reasoning  suggests  interstate  cooperation. 

Further,  a  railroad's  rolling  stock  is  not  permanently  in  one 
locality,  and  for  various  practical  reasons  it  can  not  be  appraised 
conveniently  by  local  assessors.  It  is  imnecessary  to  emphasize 
that  fact,  for  the  grounds  already  explained  are  quite  enough  to 
show  that  railroads,  telegraphs,  and  the  like  should  be  the  subject 
of  state  machinery ;  and  they  are  in  fact  so  regarded  by  most  of  the 
States. 

Undertakings  not  Adapted  to^  Central  Machinery  for  Taxation. 

Not  so  of  corporations — ^at  least  of  most  of  them — engaged  in 
manufacturing  or  in  mercantile  business.  They  have  their  land, 
buildings,  machinery,  materials,  and  stock  in  one  place  or  in  a 
few  places;  and  even  when  the  property  is  somewhat  scattered, 
and  when  it  is  admitted  that  the  value  of  each  item  depends  partly 
upon  its  being  a  fraction  of  an  entire  concern,  to  appraise  each 
item  separately  and  to  determine  the  whole  value  can  not   be 
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considered  a  task  too  difficult  for  a  local  assessor.  For  these 
reasons  manufacturing  and  mercantile  corporations  are  usually 
not  taxed  through  central  agencies  of  the  State,  but  through 
local  agencies  only. 

So  much  for  the  first  question,  that  of  the  method  of  collection. 

The  Arguments  for  and  against  the  Retention  of  Corporate  Taxes 
by  the  State. 

And  now  for  the  distinct  though  related  topic,  the  retention  by 
the  State,  for  state  pinposes,  of  the  proceeds  of  the  taxation  of 
corporations. 

The  arguments  as  to  this  matter  are  much  the  same  as  the  argu- 
ments for  and  against  taxation  through  machinery  operated  not 
by  the  localities  but  by  the  State.  The  conclusions  also  are  the 
same — at  least  in  form — ^namely,  that  fees  for  clerical  services 
performed  by  the  State  in  relation  to  the  formation  and  super- 
vision of  corporations  should  be  retained  by  the  State,  and  that  as 
to  certain  kinds  of  property  and  business  pertaining  to  corpora- 
tions the  State,  rather  than  the  localities,  may  properly  retain  the 
proceeds  of  taxation. 

Yet  it  does  not  follow  that  all  the  tax^s  collected  from  the 
properties  or  business  properly  taxable  through  state  machinery 
should  be  retained  by  the  State,  nor  that  all  the  taxes  collected 
from  properties  or  businesses  properly  taxable  through  local 
machinery  should  be  retained  by  the  localities.  On  this  matter 
theory  and  the  practice  of  the  States  agree. 

Undertakings  Peculiarly  Taxable  for  State  Purposes. 

It  will  be  remembered  that  railroads  and  telegraphs  were  speci- 
fied as  easy  examples  of  properties  and  businesses  best  taxable 
through  the  machinery  of  the  State.  Should  the  proceeds  of  that 
taxation  remain  with  the  State  or  be  apportioned  among  local- 
ities? And  if  apportioned  among  localities,  to  what  localities 
should  the  proceeds  go?  The  localities  of  which  one  naturally 
thinks  are  the  localities  through  which  the  railroads  or  the  tele- 
graphs nm.  Yet  would  anyone  think  that  the  jurisdictional 
boundaries  of  the  very  townships,  school  districts,  or  other  small- 
est municipal  subdivisions  have  conclusive  value  in  determining 
the  regions  which  through  taxation  should  profit  peculiarly  by  the 
presence  of  the  railroad  or  of  the  telegraph?  It  certainly  seems 
that  anyone  would  call  attention  to  the  benefits  or  the  burdens,  as 
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the  case  may  be,  accruing  to  the  other  subdivisions  not  far  away. 
Should  the  counties,  then,  be  selected  as  the  units?  Here  again 
the  same  point  must  be  taken,  though  to  be  sure  not  so  emphat- 
ically, for  undoubtedly  the  larger  the  imits  the  we^er  the  con- 
tention that  other  neighboring  imits  receive  a  similar  burden  or 
benefit.  Arguments  are  so  evenly  balanced  that  the  proper  result 
for  practical  purposes  has  been  deemed  by  most  of  the  States  to 
be  some  sort  of  compromise. 

Tabular  View  of  State  Collection  and  Retention  of  Corporate  Taxes — 
Table  A. 

The  practice  as  to  collection  and  distribution  of  taxes  on  cor- 
porations by  the  several  jurisdictions  north  of  the  Potomac  and 
east  of  the  Mississippi  is  briefly  indicated  by  the  accompanying 
table  (Table  A),  devoted  to  the  New  England  States,  the  Middle 
Atlantic  States,  and  the  Eastern  Central  States.  The  table  is 
elucidated  further  in  Tables  B  and  C  and  in  the  accompanying 
comments,  but  it  should  be  borne  in  mind  that  the  brief  presenta- 
tions in  tables  should  not  be  relied  upon  as  substitutes  for  the 
more  detailed  information  contained  in  the  full  accoimts  of  the 
systems  of  corporate  taxation  in  the  several  States. 

The  purpose  of  Table  A  is,  in  fact,  simply  to  enable  the  reader 
to  see  at  a  glance  roughly  to  what  extent  the  several  States  agree 
in  treatifig  some  sorts  of  corporations  as  proper  subjects  for  state 
taxation  machinery  and  as  proper  subjects  for  state  revenue.  It 
will  be  found  that  usually  the  practice  agrees  closely  with  the 
classification  which  would  be  pointed  out  by  theory;  that  is  to 
say,  that  a  thoughtful  attempt  is  made  to  distinguish  between 
such  corporations  as  railroads,  for  instance,  and  those  engaged  in 
manufacturing. 

Five  States,  namely,  Vermont,  New  York,  Pennsylvania,  Del- 
aware, and  Michigan,  practically  agree  in  that  the  taxes  (except 
purely  local  taxes,  no  part  of  which  the  State  receives)  paid  by 
all  of  the  classes  of  corporations  compared,  except  manufacturing 
companies,  are  collected  and  retained  by  the  State  for  state  pur- 
poses. Five  States  limit  the  selection  of  classes  for  state  taxation 
as  follows:  Maine,  New  Hampshire,  and  Massachusetts  to  car 
companies  only,  Connecticut  to  railroad  and  express  companies, 
and  Maryland  to  railroads. 
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To  the  extent  that  the  State  collects  but  part  of  the  state  taxes 
and  retains  all  of  its  collections,  lo  States  agree  in  their  treatment 
of  one  or  more  of  the  six  classes  imder  consideration.  Thus,  the 
method  whereby  the  State  collects  part  and  retains  all  of  its  col- 
lections is  followed  in  Ohio  as  to  each  of  the  six  classes;  in  Mary- 
land as  to  all  except  railroads;  in  Indiana  as  to  car  companies 
only;  in  Maine,  Massachusetts,  New  Hampshire,  and  Rhode 
Island  as  to  express  companies;  in  Rhode  Island,  Connecticut, 
and  New  Hampshire  as  to  telegraph  and  telephone  companies;  in 
Wisconsin  as  to  telephone  companies;  and  in  Maine  and  Vermont 
as  to  manufacturing  companies.  In  Pennsylvania  such  manu- 
facturing companies  as  have  a  portion  of  their  capital  invested  in 
property  not  used  in  the  manufacturing  business  are  subject  to 
state  taxation  on  such  property. 

As  to  certain  classes  of  corporations  two  States  collect  but  part 
of  the  tax  and  retain  only  a  part  of  the  amount  collected.  Maine 
thus  treats  railroad,  telegraph,  and  telephone  companies,  and 
Massachusetts  thus  treats  the  same  classes  and  manufacturing 
companies  also. 

The  only  instances  in  which  the  State  collects  all  and  retains 
but  part  of  its  collections  are  found  in  the  treatment  of  railroads 
by  New  Hampshire  and  New  Jersey. 

In  Illinois  there  is  no  state  collection  from  any  of  the  six  classes, 
except  from  the  Illinois  Central  Railroad.  The  same  is  true  in 
Indiana  of  all  but  car  companies;  in  Rhode  Island  of  railroad, 
car,  and  manufacturing  companies;  in  Connecticut  of  car  and 
manufacturing  companies;  and  in  New  Hampshire,  New  York,  New 
Jersey,  Michigan,  and  Wisconsin  of  manufacturing  corporations. 

The  Kinds  of  Taxes  Collected  from  Corporations. 

The  several  States  impose  upon  corporations  several  different 
kinds  of  taxes,  and  the  same  kinds  are  not  adopted  uniformly  as 
to  all  corp)orations  by  any  one  State.  For  purposes  of  comparison, 
the  kinds  of  taxes  are  briefly  described  and  enumerated  in  the 
condensed  tabular  view  (Table  B) .  The  abbreviations  affixed  to 
the  respective  taxes  indicate  (by  reference  to  the  key  preceding 
the  table)  how  the  principal  kinds  of  corporations  discussed  by 
this  series  c  f  reports  are  taxed  in  the  several  States  thus  far  ex- 
amined, the  tabulation  covering  both  the  kinds  of  taxes  and  the 
mode  of  collection  and  of  distribution. 
91740** — II- 
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Tablb  a. — Showing  Whbthbr  the  Tax  from  Spbchtibd  Corporations  is  Col- 
lected BY  the  State  and  Whether  All  or  Part  op  it  is  Used  for  State 
Purposes,  in  Seventeen  States.** 

[The  letters  "GP"  in  this  table  mean  "general  property  tax."] 


State. 


New    England 
Group: 

Maine 

New  Hampshire. 

Vermont 

Massachusetts . . . 

Rhode  Island... , 

Connecticut 

Middle  Atlantic 
Group: 

New  York 

New  Jersey 

Pennsylvania. . . . 

Delaware 

Maryland 

District  of  Colum- 
bia.*" 
Eastern  Central 
Group: 

Ohio 

Indiana 

Illinois 

Michigan 

Wisconsin 


Steam  railroads. 


I. 


State 
collects 
directly. 


Part  ft. 
Allc.. 
AUc.. 
Part . . 


n. 

SUte 
retains 
from  its 
collec- 
tions. 


Part 
Part 
All.. 
Part 


in. 

SUte 
receives 
independ 
entiy  of 
its  own 
collec- 
tions. 


Car  companies. 


I. 


SUte 
collects 
directly. 


IL 

SUte 
reUins 
from  its 
collec- 
tions. 


AUc... 

AU. . . . 

All 

AU.... 

AU 

Part.. 

AU 

AU*.. 

AUi... 

AU. . . . 

AU 

AU. . . . 

Part. . . 

AU. . . . 

None. . . 

Noneo, 

.  •  •  .  •  .  •  .  ' 

AU«... 

AU. . . . 

AU«... 

AH.... 

PartGP 
Nonec. 
None  c . 
Part  OP/ 
Part  OP. 
Nonee. , 


None... 
None. . . 
None. . . 
None... 
None. . . 


Part  OP 
Part  OP 
Part  OP 
None' . 
None« . 


AH.. 
AU. . 
AU... 
AUe. 
None. . . ' 
None. . . ' 


AU.. 
AU.. 
AU. . 
AU*. 


III. 
SUte 
receives 
independ' 
cntly  of 
its  own 
collec- 
tions. 


^prcss  companies. 


SUte 
collects 
directly, 


AU AU. 

AU<...I  AU. 

AU !  AU. 

AU !  AU. 

Part . .  . '  All. 


None. . . 
None. . . 
None. . . 
None. . . 
None. . . 
None... 


None. . . 
None. . . 
None... 
None. . . 
Part  OP 


Part . .  .    AU. 
Part"..'  AU. 

None 

AU«...    AU. 


AUp 


AU. 


PartGP 

Part  OP 

'  Part  OP 

I  None  e  . 

None  P. 


II. 

SUte 
reUins 
from  its 
collec- 
tions. 


III. 
SUte 
receives 
independ- 
ently of 
its  own 
collec- 
tions. 


Part  6 

Part. 

AU«. 

Part. 

Part. 

AUc. 


AU. 
AU. 


AU. 
AU. 
AU. 
AU. 
AU. 
All. 


AU. 
AU. 


Part.  OP 
Part.OPd 
None.* 
Part.  OP 
Part.OPd 
None,  c 


None. 
None. 


AU 

AU. . . . 

None. 

AU 

All. . . . 

None. 

Part . .  . 

All.... 

Part.  OP 

Part . .  . 

AU.... 

Part.  OP 

None. . . 

Part.  OP 

None. . . 

Part.  OP 

AU  e . . . 

All. . . . 

None.' 

AUp... 

AU. . . . 

None.p 

o  From  laws  in  force  Oct.  i,  1910.  The  answers  ignore  those  local  taxes  from  which  the  SUte  receives 
nothing,  and  also — save  as  indicated  in  footnotes— taxes  on  property  not  used  in  the  corporation's  business. 

ft  The  answers  for  corporations  chartered  in  Maine,  but  operating  wholly  without  the  SUte,  would  be 
'AU  "  in  Columns  I  and  II  and  "  None  "  in  Column  III. 

c  Except  SUte's  share  of  general  property  tax  on  real  esUte  not  used  in  the  business. 

^  On  real  esUte  only. 

c  Except  SUte's  share  of  general  property  tax  on  property  not  used  in  the  business. 

/  State's  share  of  general  property  tax  on  real  esUte  and  machinery  outside  roadbed  82M  feet  wide. 

0  Excise  tax  (maximum  $2,000)  from  foreign  corporations  doing  an  intrasUte  business  (now  only  one). 

A  Except  that  a  part  of  sUte  tax  on  corporate  excess  of  a  domestic  car  company  would  be  distributed  to 
certain  localities. 

<  Except  that  cars  of  freight-car  companies  are  taxed  to  railroads  as  part  of  rolUng  stock. 

t  Except  the  distribution  by  the  Sute  to  cerUin  counties,  through  which  the  Erie  Railroad  was  extended, 
of  $10,000  paid  annually  by  the  railroad  to  the  SUte  for  the  privilege  of  such  extension. 

i  RaUroads  pay  to  the  SUte  sums  fixed  by  law  in  lieu  <A  all  regular  sUte  taxation. 

1"  The  District  of  Coltmibia  is  a  municipal  corporation  and  collects  iU  taxes  for  the  purposes  of  the  District 
in  general. 

n  Cars  transporting  freight.    For  cars  transporting  passengers.  Columns  I  and  II  would  read  "None." 

0  Except  tax,  coUected  and  reUined  by  SUte,  on  gross  receipts  from  original  lines  of  the  Illinois  Central 
RaUroad. 

P  Except  SUte's  share  of  general  property  tax  on  personal  property  not  used  in  the  business. 
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Purposes,  IN  Seventeen  States  ^ — Continued. 


Telegraph  companies. 

Telephone  companies. 

Manufacturing  companies. 

state. 

I. 

State 
collects 
directly. 

II. 

State 
retains 
from  its 
collec- 
tions. 

III. 
State 
receives 
independ- 
ently of 
its  own 
collec- 
tions. 

1. 

State 
collects 
directly. 

n. 

State 

retains 

from  its 

collect 

tions. 

III. 
SUte 
receives 
independ- 
ently of 
its  own 
collec- 
tions. 

I. 

State 
coUects 
directly. 

II. 

State 
retains 
from  its 
collec- 
tions. 

III. 
State 
receives 
independ- 
ently of 
its  own 
collec- 
tions. 

New    England 
Group: 
Maine 

Partft.. 
Part.. . 
AI1«... 
Part.. . 
Part... 
Part... 

All 

AU 

All 

All 

Part . .  . 

Part . . . 
None. . . 

Part.. 
All.... 
AU.... 
Part.. 
All,... 

An.... 

All... 
All.... 
All.... 
All.... 
AU.... 

AU.... 

Part  OP. 
PartOPd 
None«. . 
Part  OP. 
Part  OP  J 
Part  OP  tf 

None 

None.... 
None. . . . 

None 

Part  OP. 

Part  OP. 
PartGP. 
Part  OP. 
None«. . 
None«. . 

Part  6.. 
Part . . . 
AU«... 
Part . .  . 
Part . .  . 
Part... 

All 

AU 

AU 

AU 

Part... 

Part... 
None. . . 

Part . . 
All.... 
AU. . . . 
Part . . 
AU,... 
AU.... 

All.... 
AU.... 
AU.... 
AU.... 
AU.... 

AU.... 

Part  OP. 
PartOPd 

None*.. 
Part  OP. 

PartOPfi 
Part  OP  fl 

None 

None.... 
None.... 

None 

Part  OP. 

Part  OP. 
Part  OP. 
Part  OP. 
None*.. 
None/.. 

Part  6  c 
None. . . 

AU.... 

Part.  OP 

New  Hampshire. . 

Part.  OP 

Vermont   

Massachusetts 

Rhode  Island 

Part . . . 
Part . . . 
None. . . 

AU.... 
Part . . 

Part.  OP 
Part.  OP 
Part.  OP 

Connecticut 

None*. 

None'. 
None'. 

All 

AH 

Part . . . 

Part . . . 
None. . . 

Part.  OP 

Middle  Atlantic 
Group: 

NewYcrk 

New  Jersey 

Pennsylvania 

Delaware 

Maryland 

None  . 
None  . 
AU. . . . 
AU.... 
AU.... 

AU.... 

None. 
None. 
None. 
None. 
Part.  OP 

District  of  Coltmi- 
bia.i 
Eastern  Central 
Group: 
Ohio 

Part.  OP 

Indiana 

Part.  OP 

Illinois 

None. . . 

N<me. . . 

None. . . 

Part.  OP 

Michisan 

AU*... 
All«... 

AU.... 
AU.... 

An«... 

Part... 

AU.... 
AU.... 

None. . . 

Part.  OP 

Wisconsin 

None. . . 

Part.  OP 

o  Prom  laws  in  force  Oct.  x,  tgio.  The  answers  ignore  those  local  taxes  from  which  the  State  receives 
nothinc,  and  also — save  as  indicated  in  footnotes — taxes  on  property  not  used  in  corporation's  businen. 

^Ths  answers  for  corporations  chartered  in  Maine,  but  operating  wholly  without  the  State,  would  be 
"AU "  in  Colums  I  and  II  and  "None  "  in  Column  III. 

c  A  foreign  manufacturing  corporation  would  pay  only  the  local  general  property  tax,  and  the  answers 
therefor  would  be:  "  None  "  in  Column  I.  no  entry  in  Column  II.  and  "  Part  ^^"  in  Coltmin  III. 

d  On  raal  estate  not  assessed  by  state  board. 

<  Except  State's  share  of  general  property  tax  on  property  not  used  in  the  business. 

/  For  the  past  few  years  the  only  state  general  property  tax  has  been  the  state  highway  and  school  tax. 

0  On  real  estate  only. 

A  There  is  a  state  tax  on  intangible  personalty  at  a  low  uniform  rate,  of  which  manufacttuing  corpora- 
tions can  take  advantage. 

<In  New  York,  to  escape  state  taxation,  manufacturing  corporations  must  have  40  per  cent  of  capital 
stodc  invested  in  manufacturing,  and  in  New  Jersey,  50  per  cent;  otherwise,  they  pay  to  State  a  capital- 
stock  tax. 

*  The  District  of  Columbia  is  a  municipal  corporation  and  coUects  its  taxes  for  the  purpose  of  the  Dis- 
trict in  general. 

1  Except  State's  share  of  general  property  tax  on  real  estate  not  used  in  the  business. 
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It  must  be  tinderstood  that  occasionally  taxes  bearing  dififerent 
names,  and  sometimes  differing  slightly  in  other  respects,  but  sub- 
stantially identical  in  principle,  are  here  placed  under  one  head; 
that  the  Ust  is  confined  to  taxes  paid  by  the  corporations  them- 
selves, as  distinguished  from  taxes  paid  by  stockholders  and  bond- 
holders; and  that  for  details  reference  must  be  made  to  the  full 
accounts  as  to  the  several  States. 

In  using  Table  B,  any  one  in  search  of  a  general  picture  of 
the  systems  of  taxation  will  do  well  to  pay  attention  chiefly  to 
the  main  divisions — general  property,  capital  stock,  receipts  or 
eammgs,  mileage,  corporate  excess,  corporate  loans,  lump  sum, 
and  state  business  license — and  to  disregard  the  subdivisions.  In 
other  words,  for  ordinary  purposes  a  sufficiently  accxu'ate  concep- 
tion can  be  gained  from  noticing  simply  the  letters  as  dis- 
tinguished from  the  numbers  annexed  to  them.  The  minute 
subdivisions  indicated  by  the  numbers  differ  from  one  another, 
to  be  sure,  but  often  the  difference  is  so  slight  that  the  distinc- 
tion is  of  little  practical  consequence,  and  sometimes  it  is  so 
delicate  that  there  is  question  whether  a  particular  tax  belongs 
in  one  subdivision  rather  than  in  another.  Consequently,  only  a 
person  interested  in  minute  details  should  concern  himself  with 
the  subdivisions;  and  such  a  person  should  bear  in  mind,  as 
has  been  so  often  pointed  out,  that  a  tabular  view  can  not 
present  the  whole  truth  with  exactness,  and  that  any  one  wishing 
to  act  in  reliance  upon  a  tabular  view  is  expected  to  examine 
those  digests  of  the  laws.  State  by  State,  upon  which  the  tabular 
view  is  based  and  of  which  it  gives  a  rapid  and  broad  summary. 

Another  Tabular  View  of  Things  Taxed  and  Modes  of  Collection 
and  of  Distribution — Table  C. 

For  the  purpose  of  further  facilitating  comparisons  and  general- 
izations, the  material  condensed  in  Table  B  is  presented  in  a  differ- 
ent form  in  Table  C.  Each  of  these  tables  indicates  the  things 
taxed  and  the  modes  of  collection  and  of  distribution,  but  Table  B 
is  arranged  according  to  States.  Table  C  is  arranged  upon  the 
basis  of  the  nature  of  the  tax. 

Generalizations  from  Tables  B  and  C. 

From  Tables  B  and  C  it  is  possible  to  deduce  many  interest- 
ing generalizations  as  to  the  basis — whether  property,  capital 
stock,  receipts,  etc. — adopted  by  various  States  as  to  the  several 
sorts  of  corporations.  A  few  of  these  generalizations  will  now  be 
given,  and  the  reader  will  thus  see  for  himself  some  of  the  uses  to 
which  the  tables  can  be  put. 


d 
I 


■■M 


bsequent  to  charter  is  subject  to  this  tax. 

s  Central  Railroad. 
;ed. 
directly  assessed .    In  Michigan  the  revenue 


91740'* — II.     (To  face  pa 


--lit.' 


Gtae 
Hi 

'^ 


rr 


'  ■►  -  , 


'ill 


"-ri 
In 


":'V. 


■^ 


INTRODUCTION.  1 1 

General  Property  Tax. 

The  general  property  tax  is  applied  to  a  part  or  to  the  whole 
of  the  property  of  practically  all  six  classes  of  corporations  men- 
tioned in  the  tables.  The  only  exceptions  are  car  companies  in 
Maine,  Connecticut,  Rhode  Island,  and  Massachusetts.  Even  in 
these  States  car  companies  would  undoubtedly  be  required  to  pay  the 
general  property  tax  on  property  permanently  located  in  the  State. 

When  this  tax  applies,  it  is  usually  imposed  differently  upon  cor- 
porations and  upon  individuals,  the  differences  being  chiefly  in  the 
manner  of  assessment  and  in  the  rate.  Thus,  with  respect  to 
certain  corporate  property  in  New  Hampshire,  New  Jersey,  Michi- 
gan, and  Wisconsin,  the  average  rate  is  applied  to  a  valuation 
which  includes  nonphysical  elements,  and  is  determined  by  a 
central  state  board.  The  assessment  of  certain  corporations  in 
Indiana  and  IlUnois  is  accomplished  in  Uke  manner,  the  rate  being 
the  same  as  that  applied  to  the  property  of  individuals.  In  some 
States  the  application  of  the  general  property  tax  to  certain  cor- 
porations is  limited  to  real  property;  in  some  States,  so  far  as 
railroads  are  concerned,  it  is  limited  to  real  property  outside  of 
the  right  of  way,  and  in  others  it  is  limited  to  property  not  used 
in  the  corporation's  business. 

In  New  Hampshire,  Indiana,  and  Michigan  all  the  six  classes  of 
corporations  dealt  with  are  subject  to  the  general  property  tax  only. 

The  remaining  States  supplement  the  general  property  tax  by 
one  or  more  special  methods  as  follows:  Rhode  Island,  Illinois, 
Wisconsin,  and  the  District  of  Columbia  employ  the  receipts  or 
earnings  method;  Maine,  New  York,  New  Jersey,  Maryland,  and 
Ohio  both  the  receipts  or  earnings  and  the  capital-stock  methods; 
Vermont  **  adds  to  these  the  mileage  method ;  Pennsylvania  em- 
ploys the  capital-stock,  receipts  or  earnings,  lump-sum,  and 
corporate-loans  methods;  Connecticut  has  the  corporate-excess, 
receipts  or  earnings,  and  mileage  methods;  Massachusetts  the 
corporate-excess  and  capital-stock  methods,  and  Delaware  the 
capital-stock,  receipts  or  earnings,  mileage,  lump-sum,  and  state 
business  license  methods. 

The  extent  to  which  any  of  these  methods  is  applied  in  various 
States  is  indicated  in  Tables  B  and  C,  under  the  subheadings 
"Receipts  or  earnings,''  *Xapital  stock,"  etc.  For  details,  how- 
ever, reference  must  be  made  to  the  full  text  of  the  reports  as  to 
the  several  States. 

The  general  property  tax  is  applied  for  both  state  and  local 
purposes  to  all  of  the  six  classes  of  companies  in  Ohio,  Indiana, 

o  In  Vermont  railroads  may  elect  to  pay  a  gross-receipts  instead  of  a  general  prop- 
erty tax 
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Illinois,  Michigan,  and  Wisconsin;  and  similarly  in  the  District  of 
Columbia;  to  all  but  car  companies  in  Maine,  New  Hampshire, 
Vermont,  Massachusetts,  Rhode  Island,  and  Connecticut;  to  all  but 
railroads  in  Maryland,  and  to  none  but  railroads  in  New  Jersey. 
In  two  States  certain  property  of  some  corporations  is  subject  to  a 
general  property  tax  collected  by  the  State  for  state  purposes, 
and  other  property  of  the  same  corporations  is  subject  to  a  general 
property  tax  collected  locally  and  used  for  local  purposes  only. 
This  happens  as  to  railroad,  car,  express,  telegraph,  and  telephone 
companies  in  Michigan,  and  as  to  the  same  classes,  except  tele- 
phone companies,  in  Wisconsin. 

In  three  States  (New  York,  Pennsylvania,  and  Delaware)  the 
general  property  tax  is  not  levied  on  corporations  for  state  pur- 
poses. It  applies,  however,  in  these  States  for  local  purposes  to 
all  of  the  six  classes  of  corporations  treated.  This  was  formerly 
true  of  Connecticut,  but  in  1909  the  state  general  property  tax 
law  was  reenacted. 

Special  Taxes. 

Of  the  various  forms  of  special  taxation,  the  capital-stock 
method  is  used  in  9  States,  the  receipts  or  earnings  in  13,  the 
mileage  in  3,  the  corporate  excess  in  2,  the  corporate  loan  in  i, 
the  lump  sum  in  2,  and  the  state  business  license  in  i. 

Capital-Stock  Method. 

This  method  is  applied  thus:  In  Vermont,  New  York,**  and 
Pennsylvania  ^  to  each  of  the  six  classes  of  corporations  treated 
in  the  above  table ;  in  New  Jersey «  to  all  six  classes  operating 
exclusively  outside  the  State;  in  Maine  to  all  domestic  manufac- 
turing corporations  and  to  domestic  corporations  of  the  other 
five  classes  operating  exclusively  outside  the  State;  in  Maryland 
to  each  domestic  company,  except  railroads;  in  Massachusetts  to 
none  but  foreign  car  companies  (doing  an  intrastate  business)  and 
foreign  manufacturing  companies;  in  Ohio  to  foreign  and  domestic 
manufactiuing  companies,  and  in  Delaware"  to  certain  domestic 
manufacturing  companies. 

In  Maryland  the  capital-stock  tax  is  for  state  and  local  purposes. 
Collection  is  partly  by  the  locaUties  and  partly  by  the  State.  In 
the  other  eight  States  it  is  collected  by  the  State  for  state  pur- 
poses. 

a  In  Delaware  and  New  Jersey  the  capital-stock  tax  applies  to  manufacturing 
companies  if  less  than  50  per  cent  of  capital  stock  is  invested  in  manufacturing  in 
the  State,  and  in  New  York  if  less  than  40  per  cent. 

&In  Pennsylvania  manufacturing  companies  are  subject  to  capital-stock  tax  on 
capital  stock  represented  by  property  not  used  in  manufacttiring. 
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Receipts  or  Earnings. 

In  none  of  the  17  States  treated  does  the  receipts  or  earnings 
method  apply  to  manufacturing  companies.  It  applies  in  Maine, 
New  York,  Pennsylvania,  and  Maryland  to  railroad,  car,  express, 
telegraph,  and  telephone  companies;  to  the  same  classes  of  com- 
panies, except  express  companies,  in  Vermont ;  except  railroads 
and  freight-car  companies  in  New  Jersey,  and  except  car  com- 
panies in  Ohio.  In  Rhode  Island  it  appUes  to  express,  telephone 
and  telegraph  companies ;  in  Illinois,  to  original  lines  of  the  Illinois 
Central  Railroad ;  in  Connecticut  to  express  companies ;  in  Dela- 
ware to  both  express  and  telephone  companies,  and  in  Wisconsin 
and  the  District  of  Columbia  to  telephone  companies. 

This  tax  is  collected  chiefly  by  the  State  for  state  purposes,  the 
exceptions  being  that  in  Maine  collection  is  by  the  State,  but 
receipts  from  railroad,  telegraph,  and  telephone  companies  are  for 
both  state  and  local  ptuposes,  and  that  in  New  Jersey  the  tax  from 
telegraph  and  telephone  companies  is  collected  locally  for  local 
purposes.  Wisconsin  is  peculiar  in  that  the  tax  on  telephone  com- 
panies is  collected  in  part  locally  and  in  part  by  the  State. 

Mileage  Method. 

This  method  applies  to  express,  telegraph,  and  telephone  com- 
panies in  Vermont  and  to  the  last  named  two  classes  in  Connecticut 
and  Delaware.  In  each  of  these  States  the  tax  is  collected  by  the 
State  for  state  purposes. 

Corporate  Excess. 

Massachusetts  and  Connecticut  are  the  only  States  shown  in  the 
table  as  using  the  corporate-excess  method.  In  Massachusetts  the 
tax  is  collected  by  the  State  for  state  purposes  from  express  com- 
panies, and  by  the  State  for  state  and  local  purposes  from  the  other 
five  classes  of  corporations  treated.  In  Connecticut  it  applies 
alone  to  railroads  and  is  collected  by  the  State  for  state  purposes. 

Corporate-Loan,  Lump-Sum,  and  State  Business-License  Methods. 

The  lump-sum  method  applies  to  railroad,  car,  and  express 
companies  in  Delaware  and  to  the  Erie  Railroad  in  Pennsylvania. 
The  corporate-loan  tax  is  peculiar  to  Pennsylvania  and  applies 
to  all  six  classes  of  corporations.  The  state  business-license  tax  is 
peculiar  to  Delaware,  applying  to  manufacturing  companies.  The 
corporate-loan  tax  is  theoretically  a  tax  on  the  holders  of  the  obU- 
gations,  but  in  practice  it  is  paid  by  the  corporation. 

These  taxes  are  paid  to  the  State  for  state  purposes,  except  the 
lump-sum  tax  on  the  Erie  Railroad." 
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The  Importance  of  the  Mode  of  Collecting  and  Distributing  Corporate 
Taxation. 

The  importance  of  the  mode  of  determining  corporate  taxation 
lies  in  the  fact  that  unless  the  proper  mode  is  selected  justice  is 
not  done.  That  theoretical  point  is  enough;  but  perhaps  it  is 
made  clearer  by  calling  attention  to  the  vastness  of  the  business 
now  done  through  corporations,  and  also  to  the  very  large  part  of 
the  state  and  local  revenue  now  collected  from  them.  The  im- 
portance of  the  mode  of  distributing  the  revenue  thus  derived  lies 
in  the  danger  of  taking  from  the  localities  the  revenue  which  they 
need  for  ordinary  local  activities,  with  the  result  that  those  activi- 
ties will  either  be  stunted  or  will  be  turned  over  to  the  central- 
ized state.  Here  again  the  point  is  emphasized  by  drawing  atten- 
tion to  figures.  Consequently,  for  the  purpose  of  showing  con- 
cretely the  importance  of  proper  methods  of  both  collection  and 
distribution,  there  is  given  a  tabular  view  (Table  D)  of  the  income 
which  the  States,  as  distinguished  from  the  localities,  receive  from 
corporations,  from  the  State's  share  of  the  general  property  tax, 
from  inheritance  taxes,  from  liquor  taxes,  and  from  miscellaneous 
taxes. 

The  Revenue  Derived  from  Corporations. 

From  Table  D  and  from  those  passages  in  this  part  and  its  prede- 
cessors which  exhibit  the  financial  results  of  the  taxation  of  corpo- 
rations it  is  obvious  that  the  revenue  thus  derived  is  vast.  It  is 
impossible  to  give  the  results  accurately  and  to  compare  the  re- 
sults from  State  to  State;  for  although  in  some  States  the  whole 
of  the  taxation  of  corporations,  or  at  least  of  some  classes  of  corpo- 
rations, is  in  the  hands  of  one  central  office,  and  to  that  extent  the 
financial  results  can  be  readily  ascertained,  in  some  States,  and 
perhaps  in  all,  the  taxation  of  some  corporations,  or  at  least  of 
some  of  their  property — e.  g.,  their  land — is  largely  or  wholly  left 
to  local  authorities,  and  the  results  are  practically  unascertainable. 

The  Basis  of  the  Tabular  View  of  Receipts  from  Taxes — Table  D. 

The  amounts  appearing  in  the  first  column  of  the  following  table 
(Table  D)  are  somewhat  less  than  actual  collections  from  corpora- 
tions in  8  of  the  17  States  treated,  namely,  Maine,  New  Hamp- 
shire, Massachusetts,  Rhode  Island,  Maryland,  Indiana,  Illinois, 
and  Michigan;  for  there  are  not  adequate  data  as  to  the  amount 
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received  by  the  States  from  the  local  collection  of  the  general  prop- 
erty tax  so  far  as  it  appUes  to  corporations.  ^ 

The  sums  shown  as  coming  from  corporations  in  the  New  Eng- 
land and  Middle  Atlantic  groups  (except  the  District  of  Colum- 
bia) represent  special  taxes  only,  as  distinguished  from  the  general 
property  tax.  Special  taxes  in  Maine,  New  Hampshire,  Massa- 
chusetts, Rhode  Island,  and  Maryland  include  but  part  of  the 
total  state  taxes  paid  by  many  corporations,  and  none  of  the 
taxes  paid  by  some— notably  manufacturing  corporations.  This 
is  also  true  of  one  State  in  the  Eastern  Central  group,  namely, 
Michigan.  Special  taxation  in  Michigan,  however,  is  not  strictly 
state  taxation,  for  though  collection  is  by  the  State  the  rev- 
enue is  distributed  to  local  school  districts.  In  Michigan  taxa- 
tion for  purely  state  ptuposes  is  provided  by  the  general  property 
tax  collected  locally,  no  part  of  which  appears  in  the  table  as  coming 
from  corporations.  Under  ordinary  conditions  state  revenue  in 
Wisconsin  is  almost  wholly  from  corporations. 

The  States  in  which  it  is  possible  to  determine  the  total  amount 
of  state  taxes  paid  by  corporations  are  Vermont,  Connecticut, 
New  York,  New  Jersey,  Pennsylvania,  Delaware,  Ohio,  and  Wis- 
consin, and,  as  can  be  seen  from  Table  D,  corporations  pay  over 
50  per  cent  of  the  total  state  taxes  in  all  of  these  States  except 
New  York.  In  view  of  this  fact  it  may  reasonably  be  inferred 
that  corporations  pay  not  less  than  50  per  cent  of  these  taxes  in 
the  States  where  no  such  segregation  can  be  made,  namely,  in 
Maine,  New  Hampshire,  Massachusetts,  Rhode  Island,  Vermont, 
Indiana,  and  Illinois.  The  District  of  Columbia  has  no  separate 
revenue  for  state  ptuposes. 

Each  of  the  17  States,  except  Rhode  Island,  the  District  of  Co- 
lumbia, and  Indiana,  has  an  inheritance  tax.  From  this  source 
New  York  receives  approximately  $7,000,000,  or  24  per  cent  of  her 
state  taxes;  Pennsylvania,  $1,700,000,  or  7  per  cent;  Massachu- 
setts, $1 ,450,000,  or  13  per  cent ;  New  Jersey  and  Illinois,  each  over 
$500,000,  or  8  and  6  per  cent,  respectively;  Connecticut,  over 
$300,000,  or  9  per  cent,  Maryland,  Wisconsin,  and  Michigan,  be- 
tween $250,000  and  $300,000,  or  7,  5,  and  2*  per  cent,  respec- 
tively. 

o  Specific  taxes  collected  for  school  purposes  reduce  this  percentage  in  Michigan. 
See  use  of  term  "Specific  taxes/'  as  applied  in  Michigan  (p.  72). 
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The  liquor  tax  is  a  very  important  item  of  state  reverme  in  New 
York.  It  is  also  important  in  Ohio,  Pennsylvania,  Delaware,  and 
Massachusetts;  less  important  in  the  District  of  Columbia  and 
Maryland;  and  comparatively  unimportant  in  Maine,  Rhode  Island, 
Vermont,  and  Michig^.  The  remaining  States  of  these  groups 
have  no  state  tax  on  liquor. 

Tablb  D. — ^TOTAL  State  Taxes,  and  Amounts,  and  Percentages  Contributed 
BY  Certain  Specified  Sources  of  Taxation:  New  England,  Middle  Atlanhc, 
AND  Eastern  Central  Groups. 


[The  figures  are  mainly  for  xgoo.] 


state. 


NSW  BNGLAND  GROUP. 

Maine 

New  Hampshire 

Vermont 

Massachusetts 

Rhode  Island 

Connecticut 

MroDLB  ATI.ANTIC  GROUP. 

New  York 

New  Jersey 

Pennsylvania 

Delaware 

Maryland 

District  of  Columbia 

BASTBRN  CBNTRAL  GROUP. 

Ohio 

Indiana 

IlUnois 

Michigan 

Wisconsin 


Corpora- 
tion tax. 


$x.  270,794 

302,751 
924,053 

S.081,335 
878,529 

3,066.681 


9.443,933 

6. 791 r 794 

16, 839, 338 

292,506 
1,108,405 

903. 195 


/  S, 208, 544 

/ 1,420,849 

f 2,820, 255 

5.387.530 

4,155,493 


General 

property 

tax. 


$667,807 

456,489 

739 

4,500,000 

748.307 


1,042,780 


i» 255.360 
«  4, 298, 308 


2,687,272 
6. 109. 254 
4. 836. 593 
6,112,436 
i.354»56i 


Inheritance 
tax. 


S77.9S7 

125,129 

65,860 

i»  447. 936 


34i»4SS 


6,962,615 
569?  450 

1. 739, 853 

3.444 

357*089 


45. 139 


Liquor 
tax. 


Miscella- 

neous  tax 

receipts. 


$34,984 


62,441 

674,960 

o 169, 290 


^S.  140, 550 


1,741.130 

71.  591 

373,773 

464.898 


3,045.138 


556, 257 
358,320 

283,567 


z8, 309 


•153.498 


24.605 


156,082 
399^859 


*  7,  737, 084 


I. ,996. 697 
106,  23 X 
45i,*«6 
116,014 


XX4, 104 


X59»8s7 
117,152 

X32,023 


ToUl 
state 
taxes. 


$2,205,040 

884,369 

X, 077. 697 

11,704.221 
1,952,208 
3,807,995 


29,283,183 
7,361,244 

33,359,79* 

473.77a 

3,447i44> 

5,783,4x5 


10, xoo, 197 
7. 530,  X03 
8.373,961 

11,893.647 
5,835,643 


o  Includes  some  taxes  other  than  those  on  liquor. 

b  State  general  property  tax  imposed  by  the  legislature  of  1909  on  the  list  of  190S  yielded  $461,036.17,  but 
this  was  not  included  in  the  receipts  of  the  fiscal  year  ended  Sept.  30,  1909.  (Report  of  State  Tax  Com<- 
roissioner,  X909-10.) 

«  Receipts  for  five  months  only. 

tf  Of  this  amount,  $5,355,546.16  came  from  stock-transfer  tax  and  $1,844,821.45  from  mortgage  tax. 

<  Certain  public-service  corporations  paid  $253,530  general  property  tax  in  addition  to  this  amount,  which 
is  included  under  corporation  tax.  The  total  general  property  tax  is  $4,551,838,  or  about  79  per  cent  of  the 
District  taxes. 

/Includes  State's  share  of  general  property  tax  collected  locally  from  certain  corporations.  (See  table 
of  financial  results  under  each  State.)  With  the  exception  of  the  District  of  Columbia,  as  noted  above,  it 
is  impossible,  practically,  to  ascertain  or  estimate  from  the  information  available  the  amotmt  thus  received 
from  corporations  in  the  States  included  in  this  table. 
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Table  D.— Totai^  Stats  Taxes,  and  Amounts,  and  Percentages  Contributed 
BY  Certain  Specified  Sources  of  Taxation:  New  England,  Middle  Atlantic, 
and  Eastern  Central  Groups — Continued. 

PER  CENT  OP  TOTAL  STATE  TAXES. 


State 


NBW  ENGLAND  GROUP. 

0 

Maine 

New  Hampshire 

Vermont 

Massachusetts 

Rhode  Island 

Connecticut 

MIDDLS  ATLANnC  GROUP. 

New  York 

New  Jersey 

Pennsylvania 

Delaware 

Maryland 

District  of  Columbia 

SASTBifk  CSNTRAL  GROUP 

Ohio 

Indiana 

Illinois 

Michigan 

Wisconsin 


Corpora- 
tion tax. 


Ptr  cent. 

'  57 
34 
86 

43 

45 
80 


32 
92 

7a 
63 
32 
16 


^S2 
b  19 

^34 

45 
71 


General 

property 

tax. 


Per  cent. 
30 
Sa 


38 
38 


Inheritance 
tax. 


Per  cent. 

4 

14 

6 

13 


37 
«»74 


a4 
8 

7 

I 

7 


27 
8x 

58 

51 

33 


Liquor 
tax. 


Per  cent. 


7 

IX 

8 


30 


6 

2 

5 


Miscella- 
neous tax 
receipts. 


Per  cent. 


6 

3 

6 
9 

8 

II 

•  •  «  « 

18 

26 

9 

23 

13 

3 


Total 
state 
taxes. 


Per  cent. 
too 
100 
zoo 
100 
xoo 
100 


100 
100 
xoo 
100 
100 
100 


zoo 

zoo 

I30 

100 
100 


a  Certain  public-service  corporations  {raid  $353,530  general  property  tax  in  addition  to  this  amount, 
which  is  included  under  corporation  tax.  The  total  general  property  tax  is  $4,551,838.  or  about  79  per 
cent  cA  the  District  taxes. 

b  Includes  State's  share  of  general  property  tax  collected  locally  from  certain  corporations.  (See  table 
of  financial  results  tmder  each  State.)  With  the  exception  of  the  District  of  Columbia,  as  noted  above,  it 
is  impossible,  practically,  to  ascertain  or  estimate  from  the  information  available  the  amount  thus  received 
from  corporations  in  the  States  included  in  this  table. 

The  Chief  Results  of  the  Investigation. 

From  the  results  embodied  in  this  introduction,  even  more  than 
from  the  results  given  heretofore,  emerge  clearly  the  interesting 
facts  that  in  taxing  corporations  there  is  great  diversity  and  that 
the  diversity,  though  not  invariably  capable  of  defense,  is  far 
from  unintelUgent.  It  is  certainly  not  supposed  that  the  investi- 
gation demonstrates  fully,  either  by  reason  or  by  authority,  what 
principles  will  eventually  gain  general  acceptance.  Yet  some 
deductions  are  now  possible;  and,  more  specifically,  it  is  clear 
that,  naturally  enough,  manufacturing  corporations  are  usually 
reached  by  a  general  property  tax,  collected  locally  for  state  and 
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local  purposes,  much  as  in  the  case  of  individuals  or  firms,  with 
the  addition  in  some  cases  of  a  tax  based  on  capital  stock  and 
collected  and  used  by  the  State,  and  that  carriers  are  usually — 
though  not  invariably — ^reached  partly  by  a  general  property  tax 
collected  locally  for  state  and  local  purposes,  and  partly  by  a 
state  tax  on  capital  stock  or  earnings  or  both.  The  chief  diver- 
sity among  the  States  is  as  to  the  carriers,  and  as  to  these  there 
are  some  interesting  experiments  based  on  mileage  and  also  on 
corporate  excess. 

Leaving  out  of  account  the  various  forms  of  general  property 
tax,  the  most  common  forms  of  tax  which  the  17  States  apply 
to  the  6  selected  kinds  of  corporations  are  these:  Railroads, 
receipts  or  earnings  tax  in  7  States;  car  companies,  capital- 
stock  tax  in  7;  express  companies,  receipts  or  earnings  in  9;  tel- 
egraph companies,  receipts  or  earnings  in  8;  telephone  compa- 
nies, receipts  or  earnings  in  11,  and  manufacturing  companies, 
capital  stock  in  9. 

Taking  into  account  all  forms  of  tax,  including  general  property 
taxes,  it  is  found  that  in  the  following  instances  all  the  taxes 
paid  by  certain  corporations,  with  occasional  exceptions  of  prop- 
erty not  used  in  the  business,  are  collected  by  the  State  and 
retained  for  state  purposes:  Railroads,  in  Vermont,  Connecticut, 
Pennsylvania,*  Michigan,  and  Wiscdnsin;  car  companies,  in  Maine, 
New  Hampshire,  Vermont,  Pennsylvania,  Michigan,  Wisconsin, 
and  New  Jersey;  express  companies,  in  Vermont,  Connecticut, 
Pennsylvania,  Michigan,  and  Wisconsin;  telegraph  companies,  in 
Vermont,  Pennsylvania,  Michigan,  and  Wisconsin,  and  telephone 
companies  in  Vermont,  Pennsylvania,  and  Michigan. 

As  to  manufacturing  companies,  none  of  the  17  States  collect 
and  retain  all  the  taxes. 

Finally,  it  is  found  that  the  taxes  commonly  collected  for  local 
purposes  only,  or  for  both  state  and  local  purposes,  are  forms  of 
the  general  property  tax,  and,  on  the  other  hand,  that  the  taxes 
commonly  collected  for  state  purposes  only  are  taxes  on  capital 
stock  and  on  gross  earnings  or  gross  receipts. 


o  Pennsylvania  collects  $10,000  a  year  from  the  Erie  Railroad  Co.,  which  is  distrib- 
uted locally. 
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Ohio. 

The  total  state  revenue  from  taxation  in  1909  was  a  little  more 
than  $10,000,000.  Of  this  amount,  over  52  per  cent  was  from 
corporations. 

State  and  local  taxation  of  corporations  is  by  the  ad  valorem 
method,  supplemented  by  special  methods  of  state  taxation. 
Thus,  in  addition  to  the  state  tax  on  property,  railroads  pay  on 
gross  earnings;  express,  telegraph,  and  telephone  companies  on 
gross  receipts ;  and  mercantile,  manufacturing,  and  miscellaneous 
corporations  on  capital  stock. 

While  the  rate  of  the  capital-stock  tax  is  comparatively  low, 
it  yields  about  $1 ,200,000  annually.  It  is  levied  on  the  par  value 
of  issued  capital  stock  of  domestic  corporations  and  on  that  por- 
tion of  authorized  capital  stock  of  foreign  corporations  which  is 
represented  by  property  within  the  State. 

The  new  law  of  1910  provides  for  the  most  highly  centraUzed 
administration  found  in  any  of  the  States  thus  far  studied.  The 
State  Tax  Commission  has  wide  administrative  powers.  It 
assesses  the  property  of  practically  all  public-service  corporations 
and  apportions  its  value  among  counties  and  local  districts.  It 
fixes  the  amount  upon  which  the  State  collects  taxes  on  corporate 
earnings  and  capital  stock  and  has  supervisory  and  adminis- 
trative atrthority  over  local  officials^  with  additional  power  to 
change  local  assessments  upon  its  own  initiative. 

The  largest  items  of  revenue  from  taxation  in  1909  were  from 
general  property  tax,  other  than  corporations,  $2,687,000;  liquor 
tax,  $2,000,000;  gross  earnings  on  steam  railroads,  $1,300,000; 
capital-stock  tax,  $1 ,200,000,  and  insurance  companies,  $1 ,100,000. 
The  amount  received  from  inheritances  is  comparatively  small, 
$45,000. 

The  total  state  revenue  from  taxation  in  19 10  was  a  little  more 

than  $7,500,000.     Of  this  amount,  approximately   19  per  cent 

was  from  corporations  assessed  by  the  State.     Taxes  paid  by 

important  classes  of  corporations  assessed  by  county  boards  can 

not  be  estimated. 

10 
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State  and  local  taxation  of  corporations  is  almost  wholly  by 
the  general  property  tax,  or  ad  valorem  method.  Special  cor- 
porate taxation  is  applicable  to  certain  financial,  insurance,  navi- 
gation, and  car  companies  only. 

Administration  is  centralized  to  the  extent  that  the  more 
important  classes  of  public-service  corporations  (such  as  railroad, 
express,  telegraph  companies,  etc.)  whose  property  usually  derives 
additional  value  from  state-wide  and  interstate  operations,  are 
assessed  by  a  central  state  board.  Other  corporations  are  as- 
sessed by  county  boards. 

Shares  of  stock  in  domestic  corporations  (except  banks)  are  not 
taxable  when  the  property  of  the  corporation  is  taxed.  Shares 
in  foreign  corporations  are  taxable  to  the  holder. 

The  largest  single  item  of  revenue  from  state  taxes  in  1910  was 
from  steam  railroads,  something  more  than  $650,000;  the  next 
was  from  instirance  companies,  $474,000;  and  the  third  from 
incorporation  fees,  $111 ,000. 

Illinois. 

The  total  state  tax  receipts  in  19 10  were  about  $8,000,000.  Of 
this  amount  corporations  paid  approximately  34  per  cent,  general 
property  in  the  State  58  per  cent,  and  inheritances  6  per  cent. 

The  Illinois  system  applies  special  taxation  to  no  corporations 
except  to  the  Illinois  Central  Railroad  and  to  certain  kinds  of 
insurance  companies.  All  other  corporations  pay  the  general 
property  tax  locally  for  state  and  local  piuposes.  Property  is 
assessed  at  one- third  full  value. 

State  assessment  is  limited.  It  reaches  only  the  excess  of 
capital-stock  value  over  the  value  of  tangible  property  of  domestic 
corporations  and  the  value  of  certain  physical  property  of  rail- 
roads. Of  the  property  assessed  by  the  State  the  equaUzed  value 
of  "main  track,"  "rolling  stock,"  and  excess  of  capital  stock  of 
railroads  and  also  the  excess  of  telegraph  companies  are  distributed 
on  the  mileage  basis  to  the  counties  through  which  the  routes  pass. 
The  tangible  property  of  all  corporations  other  than  railroads  is 
assessed  locally.  Original  lines  of  the  Illinois  Central  Railroad 
are  taxed  by  the  State  for  state  purposes  on  gross  receipts  and 
property. 

Shares  of  stock  in  domestic  corporations  are  exempt.  Shares 
of  stock  of  foreign  corporations  are  taxed  to  the  holder  when  the 
property  is  not  taxed  in  the  State.  Bonds  of  foreign  and  domestic 
corporations  are  taxed  to  the  holder. 


ABSTRACT  BY  STATES.  21 

Of  the  total  collected  from  corporations  in  1 9 1  o  (about  $3 ,000,000) 
railroads  paid  approximately  $1,800,000,  or  64  per  cent,  and 
insurance  companies,  $459,323,  or  16  per  cent.  Collections  under 
the  capital-stock  tax,  including  about  $10,400  from  railroads, 
amotmted  to  less  than  $135,000. 

Michigan. 

The  total  state  revenue  from  taxation  in  19 10  was  nearly 
$12,000,000.     Of  this  amount  45  per  cent  was  from  corporations. 

The  important  corporation  tax  in  Michigan  is  the  state-admin- 
istered ad  valorem  tax.  It  is  levied  at  the  average  rate  of  taxa- 
tion and  applies  to  railroads,  telegraph,  telephone,  express,  and 
car  companies.  Other  state  taxes  on  corporations,  though  com- 
paratively unimportant,  are  levied  at  specified  rates  upon  the 
paid-up  capital  stock  of  canal  and  river  improvement  companies 
and  upon  the  net  profits  of  plank  and  gravel  road  companies. 

Taxation  by  any  of  these  methods  is,  in  Michigan,  denominated 
by  statute  "specific  taxation."  Revenue  therefrom  is,  by  con- 
stitutional provision,  applied  to  the  primary  school  fimd  only. 
Revenue  for  support  of  the  State  is  from  the  general  property  tax. 

Double  taxation  has  been  judicially  declared  tmconstitutional. 
Where  the  corporate  property  is  taxed  shares  are  exempt.  Spe- 
cific taxation  is  in  lieu  of  other  taxes  on  property  used  in  the  opera- 
tion of  corporate  franchises. 

Administration  in  Michigan  was  for  a  short  period  as  highly  cen- 
tralized as  it  now  is  in  Ohio.  From  1899  to  1905  the  State  Board 
of  Tax  Commissioners  had  power  to  change  of  its  own  motion  any 
and  all  local  assessments  not  made  at  true  cash  value.  It  can  do 
so  now  only  upon  appeal. 

The  trend,  elsewhere  almost  tmiversal,  from  the  ad  valorem  to 
the  earnings  method  was  reversed  by  Michigan.  Corporations 
which  formerly  paid  on  gross  eammgs  are  now  taxed  on  the  ad 
valorem  basis.     Wisconsin  has  followed  this  change. 

Michigan  was  the  first  to  value  all  railroad  property  within  the 
State  according  to  the  "inventory  method  supplemented  by  a 
consideration  of  the  effective  earning  capacity.'*  Probably  the 
physical  valuation  of  railroad  property  for  taxation  purposes  had 
never  before  been  attempted  on  so  large  a  scale. 

Taxes  collected  from  railroads  in  1910  amoimted  to  about 
$4,400,000  (37  per  cent  of  the  total  state  revenue  from  taxation), 
insurance  companies  over  $480,000,  telephone  companies  $324,000, 
other  corporations  about  $183,000,  and  the  general  property  tax 
something  over  $6,000,000. 
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Wisoonsin. 

Of  the  total  state  tax  receipts  in  19  lo  (nearly  $6,000,000),  71 
per  cent  was  from  corporations,  22  per  cent  was  from  general 
^operty,  and  5  per  cent  was  from  inhStances. 

There  is  a  tendency  toward  separation  of  sources  of  taxation. 
Income  from  special  som^ces  is  generally  sufficient  for  ordinary 
state  expenses  without  resort  to  the  general  property  tax.  At 
present,  the  support  of  schools  and  the  building  of  a  new  statehouse 
occasion  the  only  state  levies  on  general  property. 

Peculiar  to  Wisconsin  is  the  fixing,  by  statute,  at  the  state 
capital,  of  the  legal  situs  (for  pmposes  of  taxation)  of  all  real  and 
personal  property  of  corporations  subject  to  the  state  ad  valorem 
tax.  The  rate  is  the  average  rate  of  taxation  and  is  in  lieu  of  all 
other  taxes  on  property  necessary  to  the  operation  of  the  corporate 
franchise. 

Following  the  example  of  Michigan,  Wisconsin  annually  values 
the  physical  property  of  railroads.  This  is  done  mider  the  direc- 
tion of  competent  engineers.  In  Michigan  the  original  valuation 
was  made  by  the  State;  in  Wisconsin,  largely  by  the  railroads  and 
verified  by  the  State. 

The  physical  valuation,  together  with  the  average  market  prices 
of  the  securities,  forms  the  basis  for  determining  as  an  entirety  the 
true  value  of  each  steam  and  street  railroad  within  the  State. 

Administration  is  exceptionally  centralized.  Cotmty  super- 
visors are  under  the  direct  control  of  the  State  Tax  Commission. 
These  supervisors  direct  the  attention  of  county  boards  to  omitted 
or  imdervalued  property,  and  they  have  power  to  cause  the  removal 
of  local  assessors.  Local  assessments,  however,  can  not  be  changed 
by  the  tax  commission,  except  upon  appeal. 

An  independent  state  assessment  of  all  property  is  made  aimually 
by  the  State  Tax  Commission.  Records  of  realty  sales  as  reported 
by  the  commission's  agents  and  assessed  valuation  of  property 
conveyed  form  the  basis  of  real-estate  valuations.  Personal  prop- 
erty is  independently  valued  by  county  supervisors.  This  assess- 
ment serves  for  the  state  levy  on  general  property  and  also  as  the 
basis  for  ascertaining  the  average  rate  of  taxation.  Since  1901 
state  assessments  have  each  year  greatly  exceeded  the  total  of 
local  assessments. 

In  1 9 10  there  was  received  by  the  State  from  railroads  about 
$3,200,000,  from  insurance  companies  about  $725,000,  from  vari- 
ous other  classes  of  corporations  $168,000,  and  from  incorpora^ 
tion  fees  $95,000.    Total  state  tax  receipts  were  nearly  $6,000,000. 
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I.   GENERAL  VIEW. 
Chief  Features. 

First.  The  taxing  of  practically  all  corporations  for  state  pur- 
poses on  both  property  and  earnings. 

Second.  The  method  of  valuing,  as  a  unit,  the  entire  property, 
wherever  located,  of  express,  telegraph,  and  telephone  companies 
for  the  purpose  of  determining  the  tax  value  of  such  property 
within  the  State. 

Third.  Gross-receipts  or  gross-earnings  taxes  on  certain  trans- 
portation and  transmission  companies. 

Fourth.  A  state  capital-stock  tax  on  commercial  and  industrial 
corporations. 

General  Property  Tax. 

All  corporate  property,  imless  exempt,  is  taxed  at  one  or  more 
rates  for  local  purposes,  at  another  rate  for  coimty  purposes,  and 
at  a  third  rate  for  state  purposes,  the  total  making  the  final  rate 
on  property. 

Railroads  Taxed  on  Property  and  Gross  Earnings. 

All  property  of  steam,  street,  suburban,  and  interurban  railroad 
companies,  as  assessed  by  the  State  Tax  Commission,  is  taxed 
locally  for  state  and  local  purposes  under  the  general  property  tax. 
Real  estate  necessary  to  the  daily  operation  of  the  railroad  is 
treated  as  personalty;  other  real  estate  is  taxed  like  that  of  indi- 
viduals. In  addition  to  the  general  property  tax,  railroads  pay  to 
the  State  for  state  purposes  a  tax  on  gross  earnings. 

Express,  Telegraph,  and  Telephone  Companies  Taxed  on  Property 
and  Gross  Receipts. 

The  entire  property  of  such  companies,  wherever  located,  is 
valued  as  a  unit  by  the  State  Tax  Commission  on  the  basis  of  the 
market  value  of  the  capital  stock.  Then  the  proportional  value 
of  the  property  within  the  State  is  determined  on  a  mileage  basis 
and  is  taxed  under  the  general  property  tax  as  personal  property 
for  state  and  local  purposes  after  deducting  the  value  of  the  real 
estate  owned  and  taxed  in  Ohio.  In  addition,  such  companies 
pay  to  the  State  for  state  purposes  a  tax  on  gross  receipts. 
91740**— II ^3  33 
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Freight  Ifine,  Equipment,  and  Sleeping-Car  Companies  Taxed  on 
Capital  Stock. 

Such  companies  are  taxed  by  the  State  for  state  purposes  on 
that  proportion  of  the  capital  invested  in  rolling  stock,  and  other 
property,  which  the  number  of  miles  of  track  traveled  by  their  cars 
in  Ohio  bears  to  the  entire  number  of  miles  of  track  traveled  in 
Ohio  and  elsewhere,  less  the  value  of  any  real  estate  assessed 
locally. 

Other  Public-Service  Corporations  Taxed  on  Property  and  Gross 
Receipts. 

Electric-light,  gas,  natiu*al-gas,  pipe-line,  waterworks,  messen- 
ger or  signal,  union-depot,  heating,  cooling,  and  water-transporta- 
tion companies  are  taxed  on  gross  receipts  within  the  State.  This 
tax  is  paid  to  the  State  for  state  purposes.  These  companies  are 
also  taxed  under  the  general  property  tax  for  state  and  local 
purposes. 

Mercantile  and  Manufacturing  Companies  Taxed  on  Property  and 
Capital  Stock. 

Mercantile  and  manufacturing  corporations  are  taxed  under  the 
general  property  tax  on  the  average  amoimt  of  goods  and  stocks 
on  hand.  In  addition,  they  pay  to  the  State  for  state  purposes  a 
capital-stock  tax  levied  on  the  par  value  of  outstanding  capital 
stock  of  domestic  corporations,  and  on  the  proportion  of  the 
authorized  capital  stock  of  foreign  corporations,  represented  by 
property  owned  and  used  in  business  transacted  in  Ohio. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  corporations,  and  shares  of  stock  of 
such  foreign  corporations  as  pay  taxes  in  Ohio  on  two-thirds  of 
their  corporate  property,  are  exempted  from  taxation.  Otherwise 
shares  of  stock  of  foreign  corporations,  Uke  bonds  of  foreign  and 
domestic  corporations  owned  in  the  State,  are  taxable  to  the  holder 
for  state  and  local  purposes. 

Foreign  Corporations. 

Foreign  corporations  are,  in  general,  taxed  in  the  same  manner 
and  at  the  same  rate  as  similar  domestic  corporations. 

Administration. 

The  State  Tax  Commission,  composed  of  three  members  appointed 
by  the  governor,  has  wide  administrative  powers.  It  assesses  the 
property  of  practically  all  public-service  corporations  and  appor- 
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tions  its  valuation  among  counties  and  local  districts  entitled  to 
share  in  such  distribution.  It  fixes  the  amount  upon  which  the 
S^ate  collects  taxes  on  corporate  earnings  and  has  supervisory  and 
directive  authority  over  local  officials,  with  power  to  change  assess- 
ments. ;  - 

The  general  property  tax  for  state  and  local  purposes  is  collected.*  •  ]': 
by  county  treasiu-ers.  Special  taxes  for  state  piuposes  are  paid  to  '  *' 
the  state  treasurer.* 

n.    DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution. 

The  constitutional  grant  of  legislative  power  includes  the  power 
to  collect  revenue  for  public  purposes.''  The  principal  limitation 
with  reference  to  taxation  provides  in  part  as  follows: 

**Laws  shall  be  passed,  taxing  by  a  uniform  rule,  all  moneys, 
credits,  investments  in  bonds,  stocks,  joint  stock  companies,  or 
otherwise;  and  also  all  real  and  personal  property,  according  to 
its  true  value  in  money ,^  excepting  bonds  of  the  state  of  Ohio, 
bonds  of  any  city,  village,  hamlet,  county,  or  township  in  this 
State,  and  bonds  issued  in  behalf  of  the  public  schools  of  Ohio 
*     *    *     ,  which  bonds  shall  be  exempt  from  taxation." 

It  is  further  provided  that  the  property  of  corporations  shall  be 
taxed  in  the  same  manner  as  the  property  of  individuals.** 

<»  Sources  of  revenue  in  Ohio: 

Municipal  and  local  districts. — (a)  General  property  tax;  {/>)  business  taxes  and 
licenses;  (c)  poll  tax  for  roads  and  streets. 

County. — (a)  General  property  tax ;  f  ft)  business  taxes  and  licenses;  (c)  inheritance 
taxes;  (d)  fees. 

State. — (a)  General  property  tax;  ib)  business  taxes  and  licenses;  (c)  corporation 
taxes;  (d)  inheritance  taxes;  (e)  fees. 

ft  Constitution  185 1,  Art.  II,  sec.  i.  This  section  of  the  constitution  was  so  construed 
in  W.  U.  Tel.  Co.  v.  Mayer,  28  O.  S.  521  (1876). 

c  Constitution,  Art.  XII,  sec.  2,  as  amended  in  1905. 

The  power  of  taxation  is  limited,  but  not  conferred,  by  sec.  2,  Art.  XII,  of  the  consti- 
tution. It  is  included  in  the  legislative  power  conferred  on  the  general  assembly  by 
sec.  I ,  Art.  II,  of  that  instrument.  Tlie  limitation  is  on  the  power  to  raise  revenue  by 
the  taxation  of  property;  all  other  recognized  modes  of  exercising  the  power  may  in 
addition  be  resorted  to  by  the  legislature.  Adler  v.  Whitbeck,  44  O.  S.  539,  565 
(1886). 

This  section  of  the  constitution  furnishes  the  governing  principle  for  all  laws  levying 
taxes  for  general  revenue,  whether  for  state,  coimty,  township,  or  municipal  purposes. 
It  by  no  means  follows,  however,  that  no  moneys  can  constitutionally  come  into 
the  public  revenues  except  such  as  are  raised  by  such  taxation.  State  v.  Frame,  39 
O.    S.   414   (1883). 

rf Constitution,  Art.  XIII,  sec.  4 
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Statutes.** 

General  Property  Tax. 

All  tangible  and  intangible  corporate  property,  unless  exempt, 
is  subject  to  the  general  property  tax.* 
.;  ;    Real  estate  necessary  to  the  daily  operation  of  public-service 

•  •  •  •  *     • 

'.  ;■,  ••torporations  is,  for  purposes  of  taxation,  held  to  be  personal 
'    •   property.     Other  real  estate  is  taxed  like  that  of  individuals.* 

The  general  property  tax,  state  and  local,  is  paid  to  county 
treasurers.*^ 

The  rate  of  taxes  shall  not  exceed  lo  mills  except  in  emergency 
cases.  In  emergency  cases  the  total  rate  can  not  exceed  15  mills. 
In  event  of  insufficient  revenue  it  can  be  further  increased  in  any 
taxing  district  by  a  majority  vote.** 

Railroad  Companies  Taxed  on  Gross  Earnings  and  on  Property. 

Steam  railroads  pay  to  the  State  for  state  purposes  a  tax  of  4 
per  cent,  and  street,  suburban,  and  interurban  railroad  companies 
a  tax  of  1.2  per  cent,  on  intrastate  gross  earnings.*  In  addition, 
the  property  of  these  companies,  including  moneys  and  credits,  is 
subject  to  the  general  property  tax  collected  locally  for  state  and 
local  purposes.'  Right  of  way  and  other  realty  necessary  to  the 
daily  running  operation  of  such  roads  are  taxed  as  personal 
property.  I!' 

Assessments  for  the  general  property  tax  (except  on  property 
not  used  in  the  operation  of  the  road)  and  for  the  gross-earnings 
tax  are  made  by  the  State  Tax  Commission.  The  statute  directs 
that  **  the  commission  shall  be  guided  by  the  value  of  the  property, 
as  determined  by  the  information  contained  in  the  sworn  state 
ments"  made  by  the  roads  *'and  such  other  evidence  and  rules 
as  will  enable  it  to  arrive  at  the  true  value  in  money  of  the  entire 
property"  within  the  State.*  From  the  entire  value  is  deducted 
the  value  of  real  and  personal  property  otherwise  taxed  in  Ohio. 

<»  Except  as  indicated,  the  references  herein  are  to  the  General  Code  of  1910. 

6  Code,  sees.  5328,  5404. 

«  Ibid.,  sees.  2595,  2596,  2632. 
•  <i  Laws  1 9 10,  p.  430. 

«  Ibid.,  p.  413,  sees.  62,  64. 

/  Ibid.,  p.  414,  sees.  72-78. 

g  Ibid.,  p.  417,  sec.  73. 

Roadbed  and  realty  necessary  to  the  daily  operations  of  a  railroad  are  made  personal 
property  for  the  purpose  of  taxation.  C,  N.  O.  and  T.  P.  Rwy.  v.  Hynicka,  17  Ohio 
Nisi  Prius  Dec.  163,  77  O.  S.  628  (1908). 

*  Laws  1910,  p.  417,  sec.  73.  The  statute  from  which  the  above  is  quoted  was 
passed  in  May,  1910,  and  such  "rules  as  will  enable  it  [the  commission]  to  arrive  at 
the  true  cash  value  in  money  of  the  entire  property"  had  not  been  formulated  at  tlie 
time  the  commission  w^as  interviewed  by  a  representative  of  this  Bureau  (October, 
1910). 


OHIO.  2  7 

The  assessed  valuations  are  apportioned  by  the  State  Tax 
Commission  among  the  several  counties  and  taxing  districts  in  the 
proportion  which  the  length  of  the  road  in  each  bears  to  the  whole 
length  of  the  road  in  the  State.** 

The  value  of  the  property  within  the  State  of  interstate  roads  is 
determined  by  taking  that  proportion  of  the  entire  value  which 
the  mileage  in  the  State  bears  to  the  total  mileage.^ 

Each  road  is  required  to  furnish  the  commission  with  annual 
sworn  statements  showing  the  total  mileage  and  value  per  mile, 
the  value  of  all  buildings,  structtir^^*.  and  machinery  in  each 
coimty,  the  gross  earnings  within  and  without  the  State,  and  the 
amount  of  moneys,  credits,  undivided  profits,  and  reserve  funds, 
together  with  such  other  information  as  the  commission  may 
require.^ 

Express,  Telegraph,  and  Telephone  Companies. 

Domestic  and  foreign  express  and  telegraph  companies  are 
required  to  pay  to  the  State,  for  state  purposes,  a  tax  of  2  per 
cent,  and  telephone  companies  1.2  per  cent  on  intrastate  gross 
receipts.^  In  addition  the  property  of  these  companies,  including 
moneys  and  credits,  is  subject  to  the  general  property  tax  for 
state  and  local  purposes. 

Assessments  for  the  general  property  tax  (except  on  real  estate 
which  is  assessed  locally)  and  gross-receipts  tax  are  made  by  the 
State  Tax  Commission. 

Every  such  company  is  required  to  file  annually  with  the  com- 
mission information  as  to  the  amount,  number,  and  value  of  its 
shares  of  capital  stock,  the  total  length,  location,  and  names  of 
lines  over  which  it  operates,  and  other  facts  required  in  such 
form  as  may  be  prescribed  by  the  commission. 

Assessment  is  based  on  these  reports  and  is  determined  in  the 
following  manner: 

(a)  The  entire  property  of  each  company,  wherever  located,  is 
valued  as  a  unit  upon  the  basis  of  the  market  value  of  the  capital 
stock  and  other  evidence.  If  there  is  no  market  value,  the  actual 
value  of  the  capital  stock  is  taken  as  such  basis. 

(ft)  The  taxable  value  of  the  property  within  the  State  is  then 
estimated  by  taking  that  proportion  which  the  length  of  the  route 
or  line  in  Ohio  bears  to  the  total  length  of  such  route  or  line. 

(c)  From  the  value  thus  obtained  is  deducted  the  value  of  real 
estate  which  is  assessed  locally;  the  remainder  is  taken  as  the 
value  of  the  personal  property  within  the  State,  and  is  taxed  to 

<»  Laws  1910,  p.  418,  sec.  77.  ^  Ibid.,  p.  414,  sec.  72. 

^  Ibid.,  p.  419,  sec.  78.  <f  Ibid.,  p.  413,  sees.  61,  63. 
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the  company  in  the  same  maimer  and  at  the  same  rate  as  personal 
property  belonging  to  an  individual. 

The  value  of  such  property  of  express  companies  is  apportioned 
by  the  commission  among  the  several  coimties  in  the  proportion 
which  the  gross  earnings  in  each  county  bear  to  the  entire  gross 
earnings  in  the  State. 

The  valuation  of  the  property  of  telegraph  and  telephone  com- 
panies is  apportioned  among  the  counties  through  which  the 
route  passes  in  the  proportion  which  the  length  of  lines  within 
the  county  bears  to  the  total  length  of  lines  within  the  State." 

Freight  Line,  Equipment,  and  Sleeping-Car  Companies. 

Such  companies  are  taxed  by  the  State  for  state  purposes  1.2 
per  cent  upon  that  portion  of  capital  invested  in  rolling  stock, 
and  other  property,  owned  or  operated  in  Ohio,  in  the  proportion 
which  the  number  of  miles  of  track  traveled  by  the  cars  in  Ohio 
bears  to  the  entire  mileage  wherever  traveled,  less  the  value  of 
real  estate  taxed  locally.'' 

Other  Public-Service  Corporations  Taxed  on  Property  and  on  Gross 
Receipts. 

Electric-light,  gas,  natural-gas,  waterworks,  messenger  or  sig- 
nal, union-depot,  water- transportation,  heating,  and  cooling  com- 
panies pay  to  the  State  for  state  ptuposes  a  tax  of  1.2  per  cent, 
and  pipe-line  companies  a  tax  of  4  per  cent,  on  intrastate  gross 
receipts.*'  In  addition,  such  companies  pay  the  general  property 
tax  locally  for  state  and  local  purposes  on  personal  property, 
which  is  held  to  include  real  estate  necessary  to  their  daily  oper- 
c:tion.^ 

The  valuation  and  assessment  of  such  property  is  based  on  sworn 
reports  from  these  companies  and  on  such  other  evidence  as  will 

«  Laws  1910,  p.  404,  sees.  31,  38. 

The  Nichols  law,  which  provided  for  the  taxing  of  express,  telegraph,  and  telephone 
companies,  and  allowing  the  value  of  the  capital  stock  to  be  used  as  a  guide  with 
other  evidence  in  valuing  the  property  within  the  State,  is  not  void  for  want  of  uni- 
formity or  for  not  taxing  according  to  value  as  required  by  sec.  2  of  Art.  XII  of  the  state 
constitution.     State  ex  rel.  v.  Jones,  51  O.  S.  492  (1894). 

The  property  of  corporations  engaged  in  interstate  commerce,  situated  in  several 
States  through  which  their  lines  or  business  extends,  may  be  valued  as  a  imit  for 
purposes  of  taxation,  taking  into  consideration  the  uses  to  which  it  is  put  and  all  the 
elements  making  up  aggregate  value;  and  a  proportion  of  the  whole  fairly  and  prop- 
erly ascertained  may  be  taxed  by  the  particular  State,  without  violating  any  Federal 
restriction.     Adams  Express  Co.  v.  Ohio  State  Auditor,  165  U.  S.  194  (1897). 

^  Laws  1910,  p.  407,  sees.  40-45. 

«Ibid.,  p.  412,  sees.  61,  65. 

<*Ibid.,  p.  417,  sec.  73. 
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enable  the  tax  commission  to  arrive  at  the  true  value  in  money 
of  the  entire  property  within  the  State.  From  the  value  of  prop- 
erty  within  the  State  is  deducted  the  value  of  real  and  personal 
property  otherwise  taxed  in  Ohio.  The  remainder  is  first  appor- 
tioned between  the  several  counties  wherein  the  property  is  located 
and  then  among  the  several  taxing  districts  in  each  such  coimty. 
When  the  property  is  located  in  more  than  one  State,  the  statute 
directs  the  commission  to  employ  such  methods  of  valuation  as 
will  equitably  determine  the  value  of  the  property  in  Ohio." 

Capital-Stock  Tax. 

All  corporations,  except  public-utility  companies  (specifically 
discussed  above)  and  certain  financial  companies,  pay  to  the  State 
for  state  purposes  a  tax  of  three-twentieths  of  i  per  cent  on  capi- 
tal stock.  This  tax  is  levied  on  the  par  value  of  outstanding 
capital  stock  of  domestic  corporations  and  on  the  proportion  of 
the  authorized  capital  stock  of  foreign  corporations  represented 
by  property  owned  and  used  in  business  transacted  in  Ohio.  The 
minimum  amoimt  to  be  paid  imder  this  tax  is  $10.'' 

Mercantile  and  Manufacturing  Companies. 

Mercantile  companies  are  taxed  locally  for  state  and  local  pur- 
poses under  the  general  property  tax  on  the  average  monthly 
value  of  stock  on  hand  during  the  preceding  year.  Manufactur- 
ers are  taxed  in  the  same  manner  on  the  average  value  of  all 
articles  purchased,  received,  or  otherwise  held  for  the  purpose  of 
manufacturing,  combining,  rectifying,  or  refining,  together  with 
the  average  value  of  articles  changed  in  any  form  by  manufacture 
during  the  previous  year ;  also  on  the  value  of  all  engines,  machin- 
ery, tools,  and  implements.^ 

Real  estate  is  taxed  locally  under  the  general  property  tax  in 
the  same  manner  as  that  of  individuals.  <* 

In  addition,  these  corporations  pay  to  the  State  for  state  pur- 
poses the  capital-stock  tax  above  described/ 

o  Laws  1910,  p.  417,  sees.  73,  74,  79. 

*  Ibid.,  p.  421,  sees.  82-87.  The  tax  on  the  subscribed  or  issued  and  outstanding 
capital  stock  of  corporations  is  a  franchise  tax  and  not  a  tax  on  property.  Such  a 
tax  is  constitutional.    Southern  Gum  Co.  et  al.  v.  Laylin,  66  O.S.  578  (1902). 

«Code,  sees.  5381-5386.  The  act  of  189 1  taxing  the  average  monthly  value  of  raw 
materials  and  articles  in  the  pTXx:ess  of  manufacture,  and  of  the  finished  articles,  does 
not  cause  double  taxation  and  is,  therefore,  valid.    Moerlein  Brewing  Co.  v.  Hagerty, 

8C.  0.330(1894). 
<<Ibid.,  sec.  5328. 
«  Laws  Z910,  p.  421,  sees.  82-92. 
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Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  corporations  and  shares  of  stock  in 
such  foreign  corporations  as  pay  taxes  in  Ohio  on  two-thirds  of 
their  corporate  property  are  exempted  from  taxation.  Otherwise 
the  shares  of  foreign  corporations  are  taxable  to  the  holder.* 

Bonds  of  foreign  and  domestic  corporations  are  taxable  to  the 
holder  as  personal  property.'' 

Foreign  Corporations. 

Foreign  corporations  are,  in  general,  subject  to  the  same  pro- 
visions of  corporate  taxation  as  are  similar  domestic  corporations.^ 

m.   FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  1909  was  52  per  cent. 

Total  Stat«  Receipts,  Taxes  from  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  ended  November  15,  1909.  <* 

Total  state  receipts,  all  sources $11, 187, 316.  65 

Special  taxes  from  corporations: 

Steam  railroads  « $1, 363, 435.  45 

Street,  suburban,  and  intenu'ban  railroads  < 303, 113. 10 

Gas  companies  « 220, 452. 88 

Electric-light,  heating,  and  cooling  companies  «...  47, 826.  54      « 

Pipe-line  companies  « 19, 200.  87 

Telephone  companies  < no,  823.  06 

Express  companies  « 18, 97a  77 

Telegraph  companies  « 2, 476. 84 

Sleeping-car  companies  « 7,  781.  25 

Fteight-line  and  equipment  companies  « 8, 436. 03 

Waterworks  companies  « 8, 868. 35 

Water-transportation  companies  « i,  815. 16 

Messenger  and  signal  companies  « 2,  758.  01 

Insurance  companies/ i,  121, 121.  66 

<»Code,  sec.  192. 

^Ibid.,  sec.  5328 

cLaws  1910,  p.  412,  sees.  61-65;  P-  4^^'  sees.  85-87. 

A  franchise  tax  may  be  imposed  by  the  general  assembly  upon  corporations,  domestic 
and  foreign,  doing  business  in  Ohio,  and  a  foreign  corporation  can  do  business  in  the 
State  only  upon  such  terms  and  conditions  as  the  State  may  impose.  Southern  Gum 
Co.  et  al.  V.  Laylin,  66  O.  S.  578  (1902). 

The  residence  of  a  foreign  corporation,  having  its  principal  office  in  a  county  of 
this  State,  from  which  all  its  business  is  transacted,  is  for  purposes  of  taxation  in  such 
county.    Sims,  Treasurer,  v.  Best,  i  C.  C.  41  (1903). 

<*  Reports  of  Auditor  of  State,  1908  and  1909. 

<  Rep)ort  of  Ohio  Tax  Commission,  1910,  p.  9. 

/  This  amotmt  includes  fees  and  fire-marshal  tax. 
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special  taxes  from  coqxxHtions — Continued. 

Building  and  loan  associatiDns $7, 151. 00 

Capital-stock  tax i,  199, 656.  73 

Organization  fees 212, 371.  51 

Total  special  taxes  from  corporations $4, 656, 259.  30 

General  property  tax  from  corporations  (estimated) :« 

Steam  railroads  * 2 10, 872.  55 

Suburban  and  interurban  railroads  & iS,  402. 13 

Telephone  companies  <! 20, 916.  63 

Telegraph  companies  ^ 3, 107. 16 

Express  companies^ i,  634.  47 

National  banks  & 75,  706.  52 

State  banks  (incorporatedX* 47, 347.  90 

Miscellaneous  corporations 174,  297.  01 

Total  general  property  tax  from  corporations 552,  284. 37 

Total  state  taxes  from  corporations 5, 308,  543.  57 

Other  taxes: 

Collateral  inheritance 45, 139.  22 

Liquor  tax 2, 045, 138.  41 

Miscellaneous  taxes  and  license  fees 1x4, 104.  47 

General  property  tax  <* 2, 687,  271.  56 

Total  state  taxes  not  from  corporations 4, 891, 653.  66 

Total  taxes  for  state  purposes,  all  sources 10, 100, 197.  33 

Receipts  from  sources  other  than  taxes: 

Interest 157, 362.  02 

United  States  Government,   aid  for   O.   S.   and 

S.  O.  Home 132,  729.  75 

Convict  labor 257, 836.  74 

Miscellaneous  receipts,  fees,  fines,  etc 539, 200. 91 

Total  receipts  from  sources  other  than  taxes i,  087, 119. 4M 

Total  state  receipts,  all  sources 11, 187, 316. 65 

IV.   COMMENTS. 
Hit3torical. 

The  development  of  the  Ohio  tax  system  commenced  prior  to 
the  State 's  organization,  imder  the  laws  of  the  Northwest  Territory. 
The  first  territorial  tax  was  in  the  nature  of  a  "  faculty  tax,  * ' « based 

<»  Computed  by  applying  the  state  rate  of  1.345  mills  to  the  assessed  values  of  the 
property  as  reported  by  the  auditor  of  state. 

^  Report  of  Auditor  of  State,  1909,  pp.  586-622. 

c  Ibid.,  pp.  681-720. 

^  This  an^ount  does  not  include  general  property  tax  paid  by  certain  corporations 
as  above  estimated. 

<  This  law  reads  as  follows:  "The  assessors  are  required  to  assess  the  individuals  of 
their  village  or  district  according  to  their  best  judgment  in  just  proportion  to  their 
wealth  in  the  county  and  ability  to  pay  either  in  money  or  specific  articles,  agreeably 
to  the  order  of  assessment  they  shall  receive  from  the  commissioners. ' '  Laws  of  N.  W* 
TerritMy,  1792,  p.  18. 
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upon  the  ability  of  the  inhabitants  to  pay,  and  this  was  followed 
by  a  tax  on  property  and  business  licenses.  The  state  constitu- 
tion adopted  in  1802  only  limited  the  taxing  power  by  prohibiting 
poll  taxes. 

During  the  period  between  the  adoption  of  the  constitution  in 
1802  and  the  adoption  of  the  present  constitution  in  1851  corpo- 
^  rations  were  created  by  special  laws  and  were  generally  taxed  on 
.dividends.  A  tax  was  declared  on  bank  dividends  in  181 5  and  a 
similar  tax  was  imposed  on  insurance  and  bridge  companies  in 
1830  and  1 83 1.  *'The  property  of  *  *  *  bodies  corporate; 
*  *  *  all  capital  employed  in  merchandise  and  by  exchange 
brokers  in  this  State;  all  grist,  oil,  and  sawmills;  all  manufactories 
of  iron,  glass,  paper,  clocks,  and  nails;  all  distilleries,  breweries, 
and  tanneries,  all  iron,  brass,  and  copper  foundries;  all  money 
loaned  at  interest;  all  stocks  or  capital  invested  in  steamboats'' 
were  made  subjects  of  taxation  in  183 1."  In  1846  railroad,  canal, 
and  slack-water  navigation  companies  were  required  to  return  their 
capital  stock  for  taxation,  and  in  1852  corporations  generally 
were  required  to  list  their  real  and  personal  property  at  actual 
value  in  money,  which  is  substantially  the  present  law.* 

Among  the  first  laws  taxing  raikoad  companies  was  a  special 
act  passed  in  1836,  which  provided  for  a  tax  on  dividends  of  the 
Little  Miami  Railroad  when  they  exceeded  6  per  cent.  A  general 
law  for  the  incorporation  of  railroads  was  enacted  in  1848,  which 
reserved  the  right  to  tax  all  railroads  created  under  its  authority.^ 
I^ilroads  were  not  taxed  on  property,  however,  until  1852,  and 
the  method  of  appraising  railroad  property  on  a  mileage  basis 
was  not  adopted  until  1862.^ 

A  general  property  tax  was  provided  under  the  law  of  1846, 
and  this  system  is  still  in  use.  Express  and  telegraph  companies 
were  first  taxed  in  1862  on  receipts  less  expenses  as  reported  by 
agents  of  the  company.  The  present  method  of  valuing  the  prop- 
erty of  express,  telegraph,  and  telephone  companies  as  a  unit  on 
the  basis  of  the  market  value  of  the  capital  stock  was  first  intro- 
duced in  Ohio  under  the  Nichols  law,  enacted  in  1893.  This 
method  of  valuation  has  not  been  provided  for  other  corporations. 

In  1896  a  gross-receipts  tax  was  imposed  on  railroad  and  other 
public-utility  corporations,  and  in  1902  the  capital  stock  of  certain 
domestic  and  foreign  corporations  was  taxed. 

<»  Laws  1831,  p.  272.  c  Laws  1862,  p.  197. 

&  Evans  on  Taxation  in  Ohio,  1906.  ^  Ibid.,  pp.  8S-90. 
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Present  System. 

The  Ohio  system  resembles  the  New  York  system,  inasmuch  as 
both  tax  certain  classes  of  corporations  for  state  purposes  imder 
two  methods.  Railroads,  for  example,  are  taxed  in  Ohio  on 
property  and  gross  receipts;  in  New  York  on  capital  stock  and 
gross  receipts.  Ohio  has  also  followed  Wisconsin  and  Michigan 
in  their  centralizing  tendencies,  going  much  further  than  either 
by  giving  state  authorities  power  to  change  local  assessments. 

A  geneml  revision  and  reenactment  of  the  Ohio  tax  laws  affect- 
ing corporations  was  made  in  1 910  under  the  Langdon  Tax  Act.* 
This  law  provides  for  a  state  tax  commission  with  authority  to 
value  and  assess  corporate  property  of  public-utility  corporations 
and  to  determine  the  amount  of  gross  receipts  and  capital  stock 
upon  which  taxes  are  collected.  The  scope  of  the  commission's 
authority  is  wide,  and  substantially  all  corporations,  with  the  excep- 
tion of  insurance  and  certain  financial  corporations,  are  required 
to  report  to  it  tmder  such  regulations  as  it  may  require.  The 
commission  has  general  supervisory  and  directive  authority  over 
local  tax  officials  with  power  to  change  local  assessments  upon  its 
own  initiative. 

Another  important  tax  law  was  enacted  in  19 10,  which  provided 
a  maximum  rate  for  ad  valorem  taxes  throughout  the  State.  The 
intent  of  the  law  is  to  secure  an  equitable  valuation  of  property  for 
taxation  by  limiting  the  rate.  The  rate  is^  much  lower  than  was 
the  average  rate  throughout  the  State  in  previous  years,  but,  with 
the  increased  valuations  of  taxable  property  under  the  appraise- 
ment of  1 910,  it  is  intended  to  produce  practically  as  much  revenue 
in  each  taxing  district  as  was  formerly  levied.* 

The  legislatures  of  1909  and  19 10  provided  for  a  quadrennial 
appraisement  of  real  estate.  Prior  to  this  real  estate  had  been 
appraised  decennially.^ 

The  present  tax  system  of  Ohio  as  applied  to  corporations  is 
mainly  an  ad  valorem  or  general  property  tax  supplemented  by 
certain  forms  of  special  taxation.  Section  2  of  Article  XII  of  the 
Constitution  provides  that  laws  "shall  be  passed,  taxing  by 
a  imiform  rule"  all  tangible  and  intangible  property  ** according 
to  its  true  value  in  money. "  Section  5328  of  the  General  Code 
follows  this  mandate  with  a  provision  that  all  property  whether 
real  or  personal  in  this  State,  and  whether  belonging  to  individuals 

a  Laws  1910,  p.  399.  ^  Laws  1909,  p.  81;  Laws  1910,  p.  7, 

^Ibid.,  p.  430. 
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or  corporations,  shall  be  subject  to  taxation,  except  only  such  as 
may  be  expressly  exempted  therefrom. 

Public-Utility  Corporations, 

The  term  "public  utility  "  as  defined  by  the  Langdon  Act  means 
and  embraces  each  corporation,  company,  firm,  individual,  and 
association  referred  to  in  the  act  as  express,  telephone,  telegraph, 
sleeping-car,  freight-line, .  equipment,  electric-light,  gas,  natural- 
gas,  pipe-line,  waterworks,  messenger,  signal,  union-depot,  water- 
transportation,  heating,  and  cooling  companies;  street,  steam, 
suburban,  and  interurban  railroad  companies;  also  any  plant  or 
property  owned  or  operated  by  any  such  companies,  corporations, 
firms,  individuals,  or  associations.® 

Railroads. 

Previous  to  the  passage  of  the  Langdon  Act,  in  1910,  railroad 
property  was  assessed  by  the  auditors  of  the  counties  through 
which  the  railroad  passed,  after  which  the  assessments  were  equal- 
ized and  apportioned  to  the  counties  and  taxing  districts  by  a 
state  board  of  equalization.  Under  the  Langdon  Act  this  board 
was  abolished  and  the  State  Tax  Commission  was  given  authority 
to  assess  the  property  of  railroad  and  other  corporations  and  appor- 
tion  such  assessments  to  the  local  taxing  districts  to  be  taxed  under 
the  general  property  tax.  This  act  also  provides  for  an  increase 
of  the  annual  tax  on  the  gross  earnings  of  railroads  from  i  to  4  per 
cent,  but  as  will  be  shown  later  (p.  38) ,  this  increase  in  rate  has  not 
resulted  in  an  increase  of  revenue. 

In  the  report  of  the  Honorary  Tax  Commission,  appointed  to 
investigate  the  tax  laws  of  the  State,  considerable  comment  was 
made  on  the  inequalities  between  the  owners  of  real  and  personal 
property  and  the  owners  of  corporate  property.  Attention  was 
called  to  the  wide  differences  between  the  assessed  value  of  the 
property  of  all  corporations  used  in  business  in  the  State,  esti- 
mated at  $300,000,000,  and  the  total  value  of  the  stocks  and  bonds 
of  all  corporations  in  the  State,  estimated  at  $2,000,000,000;  also 
to  the  assessed  valuation  of  the  property  of  steam  railroads  in  1907 
at  $152,402,717,  while  the  gross  earnings  of  such  companies  in  the 
State  for  the  same  year  were  $153,173,965.  The  comparison 
between  the  valuations  of  the  property  of  public-service  corpora- 
tions for  the  purposes  of  taxation  and  the  amoimt  of  their  gross 
earnings  as  reported  to  the  State  is  referred  to  by  the  commission  * 
as  being  interesting,  and  to  illustrate  this  with  reference  to  rail- 

^  Laws  1910,  p.  429.  fr  Report  of  State  Tax  Commission,  1908,  p.  29. 
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roads  the  following  table  is  given.  It  compares  the  gross  earnings 
and  the  assessments  of  Ohio  railroads  and  covers,  by  selected 
years,  the  j>eriod  from  1897  to  1909: 

Comparison  of  Gross  Earnings  and  Tax  Values  op  Ohio  Railroads,  1897,  1901, 

1905,  AND  1909. 


Assessments  a , 

Gross  earnings  ^ 60, 899, 608 

MileaKeb I  8, 730 


'  Increase. 

1897-X90?. 


P*r  cent. 
$105,739,840    $1x6.894,393     $1381669,294  ;  $156,782,563  48.0 

89,699,378        iaa.686. 137        136,872.081  125.0 

8.720  ;  8,922  ;  9>X33  4*6 


<*  Reports  of  State  Auditor,  1S97.  1901,  1905.  and  1909. 
b  Ohio  Railway  Reports.  1897,  1901.  1905,  and  1909. 

Express,  Telegraph,  and  Telephone  Companies. 

The  Nichols  law,  enacted  in  1893  and  amended  in  1894,  provided 
for  an  annual  assessment  of  the  property  of  such  companies  by  a 
state  board  of  appraisers  and  assessors,  the  board  in  assessing  the 
property  being  guided  by  the  value  of  the  capital  stock  of  the  com- 
pany and  such  other  evidences  as  enabled  it  to  arrive  at  the  true 
value  in  money  of  the  entire  property  of  the  company  wherever 
located.  From  this  is  calculated  the  value  of  the  property  in  the 
State. 

The  Langdon  Act  of  19 10  made  similar  provisions  for  the  assess- 
ment of  the  property  of  such  companies,  substituting  the  State 
Tax  Commission  for  the  state  board  of  appraisers  and  assessors. 
The  constitutionality  of  this  method  of  assessing  the  property  of 
these  companies,  namely,  as  a  unit  on  the  basis  of  the  market  value 
of  the  capital  stock,  was  upheld  by  the  Supreme  Court  of  the 
Uniteci  States." 

The  legislature  of  19 10  increased  the  tax  on  gross  receipts  of 
express  and  telegraph  companies  from  i  to  2  per  cent  and  on  tele- 
phone companies  from  i  to  ij  per  cent. 

Recommendations  of  the  Honorary  Tax  Commission. 

The  Honorary  Tax  Commission,  above  mentioned,  made  in  1908 
the  following  recommendations: 

"First.  An  amendment  of  the  constitution  of  Ohio  abolishing 
the  general  property  tax  now  required  in  section  2  of  Article  XII, 
and  giving  to  the  legislature  a  freer  hand  to  deal  with  such  sub- 
jects as  franchises,  stocks,  bonds,  cash,  mortgages  and  other  intan- 
gible property. 


<»  Adams  Express  Co.  v.  Ohio  State  Auditor,  165  U.  S.  194  (1897). 
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"Second.  The  establishment  of  a  state  tax  board  of  three  mem- 
bers to  be  appointed  by  the  governor,  to  administer  all  laws  for 
the  collection  of  state  revenues  and  to  make  such  recommenda- 
tions upon  the  general  subject  of  taxation  as  investigation  and 
experience  may  from  time  to  time  suggest.  • 

''Third.  A  more  frequent  appraisement  of  real  estate. 

**  Fourth.  The  abolishment  of  the  present  state  levy  upon  real 
and  personal  property  and  the  complete  separation  of  state  and 
local  revenues  at  the  earliest  practicable  date. 

"Fifth.  That  authority  be  given  to  local  communities  to  secure 
publicity  in  taxation  in  such  manner  as  they  shall  deem  best." 

In  accordance  with  the  first  recommendation ,  the  legislature  of 
1908  by  joint  resolution  authorized  the  submission  of  a  proposed 
constitutional  amendment  at  the  November  election  of  that  year. 
This  was  done,  but  the  amendment  failed  of  adoption.  Its  pur- 
pose was  to  place  in  the  general  assembly  broader  powers  of  taxa- 
tion by  removing  the  constitutional  limitation,  which  provided 
that  all  property  "  should  be  taxed  by  a  uniform  rule."  The  pro- 
posed amendment  was  in  part  as  follows : 

"The  general  assembly  shall  have  power  to  establish  and  main- 
tahi  an  equitable  system  for  raising  state  and  local  revenue.  It 
may  classify  the  subjects  of  taxation  so  far  as  their  differences 
justify  the  same  in  order  to  secure  a  just  return  from  each.  All 
taxes  and  other  charges  shall  be  imposed  for  public  purposes  only 
and  shall  be  just  to  each  subject."  * 

The  legislatures  of  1909  and  19 10  followed  the  second  and  third 
recommendations  of  the  commission  by  creating  a  permanent  State 
Tax  Commission  and  by  changing  the  period  of  appraisement  of 
real  estate  from  decennial  to  quadrennial  appraisements  of  such 
property.  These  laws  and  the  law  fixing  a  maximum  general 
property  tax  rate  for  all  purposes  have  done  considerable  toward 
improving  the  Ohio  tax  system. 

First  Report  of  Permanent  State  Tax  Commission.^ 

Following  the  provisions  of  the  act  of  May  10,  1910,  the  mem- 
bers of  the  tax  commission  appointed  by  the  governor  organized 
on  July  I  of  that  year  and  commenced,  among  other  things,  the 
work  of  the  supervision  of  the  quadrennial  appraisement  of  real 
property  and  the  appraisement  of  the  property  of  express,  tele- 
graph, and  telephone  companies.  The  commission  states  that  the 
.forms  of  report  in  use  by  express,  telegraph,  and  telephone  com- 
panies furnished  very  incomplete  information  concerning  either 

"  Report  of  vStatc  Tax  Commission,  1908,  p.  36.  ^  Ibid.,  1910. 
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the  physical  or  the  financial  condition  of  the  reporting  companies, 
and  the  commission,  within  the  time  at  its  disposal,  was  unable  to 
enter  upon  an  extensive  examination  of  the  books  or  the  property 
of  such  companies.  While  the  values  fixed  by  the  commission  do 
not  represent  the  true  values,  nor  the  values  at  which  they  should 
be  assessed  in  future  years,  when  property  of  other  classes  is  to  be 
assessed  at  the  true  value,  the  commission  believes  that  for  the 
present  year  the  property  of  express,  telegraph,  and  telephone  com- 
panies is  assessed  proportionately  as  high  as,  if  not  higher  than, 
other  classes  of  property  in  the  State. 

Values  for  1910  were  considerably  increased  over  those  of  1909, 
as  shown  by  the  following  table : 

Vai^uations  of  Express,  Tblbgraph,  and  Tblbphonb  Property  in  Ohio,  1909 

AND    I91O. 


Companies. 

Number. 

X909. 

1 

Z910. 

1 

3 

Increase. 

Express 

8 

3 

5i8 

$x,ax5,9i6 
8,310.154 

191 076.  768 

$1,461,960 

2.734.735  ' 
21.705.739  ' 

35,903,434 

•246- 744 
434, ^71 

Tele^aph 

Teleohone - -  - 

6*  I  %A*  t  11 

Total 

5»9 

t.Si^.bsd 

An  important  ruling  was  made  by  the  commission  in  reference 
to  the  tax  paid  by  foreign  corporations  upon  the  proportion  of 
authorized  capital  stock,  represented  by  property  owned  and  used 
in  Ohio.  Formerly,  the  secretary  of  state,  following  the  ruling  of 
the  attorney -general,  calculated  the  proportion  upon  the  basis  of 
the  tangible  property  alone,  the  business  transacted  not  being  used 
as  a  factor  in  the  determination.  The  commission  refused  to 
follow  this  ruling  and  required  foreign  corporations  to  report  the 
amount  of  business  transacted  during  the  preceding  twelve  months, 
both  within  and  without  the  State,  and  in  determining  the  propor- 
tion of  the  authorized  capital  stock  of  such  companies  considered 
both  property  and  business.  Opposition  was  made  to  furnishing 
this  information,  but  the  result  was  to  increase  considerably  the 
fees  payable  by  foreign  corporations' to  the  State. 

Under  the  act  of  19 10  pubUc-utility  corporations  were  only 
required  to  report  and  pay  taxes  upon  their  gross  receipts  or 
gross  earnings  derived  from  the  pubHc  utility. «  Many  of  these 
companies  had  large  incomes  from  other  business,  and  the  com- 
mission held  that  these  companies  should  report  and  pay  taxes 
upon  their  gross  receipts  or  gross  earnings,  as  the  case  might  be, 


o  The  law  provides  for  the  taxing  of  "gross  earnings"  of  railroads  and  "gross  re- 
ceipts" of  other  public  utilities. 
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from  whatever  source  derived.  Some  companies  owned  and  oper- 
ated large  office  buildings  and  others  were  interested  in  the  manu- 
facture and  sale  of  ice,  dealing  in  coal,  etc.,  which  accounted  in  a 
great  measure  for  the  excess  of  1910  over  the  previous  year  for 
electric-light,  gas,  natural-gas,  pipe-line,  and  street,  suburban,  and 
interurban  railroad  companies,  shown  in  the  following  table: 

Taxbs  on  Gross  Receipts  op   Public-Utility  Corporations  in  Ohio,  1909  and 

1910. 


Nature  of  companies. 


1909. 


1910. 


Increase. 


Klectric  light 

Gas  and  natural  gas 

Pipe  line , 

Waterworks 

Express 

Tdegraph 

Telephone 

Messenser  or  signal 

Water  transportation , 

Heating  or  cooling , 

Street,  suburban,  and  interurban  railroad  b . 

Railroad  (steam)  b , 

Sleeping  car , 

Freight  line  and  equipment 


ToUl. 


$47,  102.  32 

$73,849-32 

$26,  747. 10 

aao.4Sa.  88 

373,351.00 

51,798.12 

19,  aoo.  87 

91,083.88 

71, 882.  ox 

8,868.35 

xo,  933.  ox 

3,063.66 

'     18,970.77 

43,499.13 

23.528.35 

3,476-84 

S' 4x5- 70 

3,938.86 

110,833.06 

140,835.08 

30,013.03 

3,758.01 

3,736-42 

978.  4X 

1. 815. 16 

X. 705. 31 

a  109.  95 

724-32 

1,305.56 

481.34 

303,113.10 

397.387-80 

94,  274-  70 

i.363»435-4S 

X. 570. 525- 84 

307,090.39 

7,781.35 

XI, 143- 23 

3,361.98 

8. 436-  03 

10, 638. 30 

3,203.  37 

3,115.958.31 

2.O33.307.47 

^5x7.139-21 

«>  Decrease. 


b  Gross  earnings. 


<■  Net  increase. 


Railroads  are  required  under  the  laws  of  19 10  to  report  the 
amount  of  their  gross  earnings  on  intrastate  business  for  the 
preceding  year.  Previous  to  June,  19 10,  however,  their  accounts 
showed  no  such  separation,  and  the  commission  reports  that 
many  of  the  raikoads  were  unable  to  furnish  this  information. 
After  several  hearings  the  commission  agreed  to  accept  an  esti- 
mate from  such  companies  as  were  unable  to  report  their  actual  intra- 
state earnings,  such  estimate  to  be  based  upon  the  mileage  method 
used  in  former  years.  By  this  adjustment  the  State  received 
in  1 9 10  proportionately  as  much  from  these  companies  as  it 
had  been  receiving  in  the  past,  ''and  more  than  it  probably  will 
in  the  future  under  the  present  law.'*  '*A  comparison  of  the 
returns  of  such  companies  as  were  able  to  report  actual  intra- 
state earnings  for  the  present  year  [19 10],  with  the  amounts 
returned  in  former  years,  indicates  that  the  total  intrastate  earn- 
ings of  the  steam  railroads  in  Ohio  is  less  than  25  per  cent  of  the 
total  earnings  as  determined  by  the  old  mileage  method."® 


o  Report  of  State  Tax  Commission,  1910,  p.  7. 
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The  tax  laws  of  Ohio  require  all  corporations  for  profit  doing 
business  in  the  State  or  incorporated  under  the  laws  of  the  State 
to  pay  either  the  tax  based  upon  the  capital  stock  or  upon  gross 
income.  The  commission  reports  that  **many  large  corporations 
are  escaping  the  payment  of  such  taxes,  and  the  amount  due  the 
State  from  this  soiurce,  exclusive  of  penalties,  is  estimated  at 
not  less  than  $1,500,000.  The  class  of  companies  thus  escaping 
taxes  are  what  is  known  as  the  'underlying'  or  *  holding' 
companies,  commonly  public-service  corporations  that  have 
leased  their  properties  to  operating  companies.  The  operating 
company  reports  as  a  public  utility  an^^  pays  its  *  *  *  tax 
under  the  so-called  Cole  law.  The  owning  company,  no  longer 
being  engaged  in  the  business  of  operating  the  public  utility,  is 
not  required  to  report  as  such  or  pay  an  excise  tax.  It  is,  how- 
ever, none  the  less  a  corporation  for  profit,  and  as  such  exercises 
all  the  franchises  granted  it  by  the  State,  except  the  right  to 
operate  its  plant,  *  *  *  and  should  *  *  *  pay  a 
franchise  tax."  An  opinion  to  that  effect  was  rendered  by  the 
attorney-general  in  1906  and  suits  in  the  nature  of  test  cases 
were  begun  in  several  of  the  larger  counties.  Two  of  the  suits 
have  been  dismissed,  atid  the  others  are  pending  upon  preUminary 
motions.  None  has  been  brought  to  an  issue,  although  insti- 
tuted several  years  ago,  and  this  is  cited  as  a  reason  why  the 
tax  commission  should  be  given  supervision  over  the  collection 
of  delinquent  taxes.** 
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INDIANA. 

I.   GENERAL  VIEW. 
Chief  Features. 

First.  State  and  local  taxation  of  corporate  property  under  the 
general  property  tax,  supplemented  by  special  state  taxes  on 
freight-car,  navigation,  and  certain  financial  companies. 

Second.  Taxation  of  railroads  on  tangible  property  only.  Prac- 
tically all  other  corporations  are  subject  to  taxation  on  property, 
including  the  difference  in  value  between  tangible  property  and 
capital  stock. 

General  Property  Tax. 

All  property,  real  and  personal,  tmless  exempt,  is  taxed  at  one 
or  more  rates  for  local  purposes,  at  another  rate  for  county  pur- 
poses, and  at  a  third  rate  for  state  purposes,  the  total  of  the  three 
making  the  final  rate  on  property.  This  tax  is  collected  locally 
for  state  and  local  purposes. 

Steam  and  Street  Railway  Companies. 

These  companies  pay  the  general  property  tax  on  tangible  prop- 
erty only.  Such  property  is  separated  into  two  classes,  namely, 
that  assessed  by  the  State  Board  of  Tax  Commissioners  and  that 
assessed  locally. 

Express,  Transmission,  Mercantile,  IVAuiufacturing,  Pipe-Line,  and 
Miscellaneous  Corporations. 

These  companies  are  subject  to  the  general  property  tax  on  real 
and  personal  property,  including  the  difference  in  value  between 
•  tangible  property  and  capital  stock.  Bonded  indebtedness  is 
included  in  the  assessment  of  express,  transmission,  and  inter- 
county  pipe-line  companies,  but  not  in  the  assessment  of  mercantile 
and  manufacturing  companies. 

Certain  property  of  express,  telephone,  telegraph,  and  inter- 
county  pipe-line  companies  is  assessed  by  the  State  Tax  Commis- 
sioners.   The  remaining  property  is  assessed  locally. 

Car  Companies. 

Car  companies  transporting  freight  pay  to  the  State  for  state 
purposes  a  tax  based  upon  the  difference  in  value  between  the  pro- 
portion of  their  capital  stock  represented  by  property  used  in  the 
40 
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State  and  the  value  of  real  estate  taxed  locally.     Personal  property, 
as  such,  is  not  taxed  to  these  companies. 

Car  companies  transporting  passengers  (such  as  sleeping-car 
companies)  are  taxed  and  assessed  in  the  same  general  manner  as 
express  and  transmission  companies. 

Navigation  Companies. 

Navigation  companies  pay  to  the  State  for  state  purposes  a  tax 
based  on  the  registered  net  tonnage  of  vessels.  All  other  property 
is  subject  to  the  general  property  tax. 

Stockholders  and  Bondholders. 

Shares  of  stock  of  foreign  corporations  (except  national  banks) 
are  taxed  to  the  holder. 

When  the  property  of  domestic  corporations  (other  than  banks) 
is  taxed  to  the  corporation,  or  is  exempt,  the  stock  is  not  taxable 
to  the  holder.     Bank  stock  is  taxable  to  the  holder. 

Bonds  of  both  foreign  and  domestic  corporations  are  taxed  to  the 
holder. 

Foreign  Corporations. 

Foreign  express,  telegraph,  telephone,  car,  pipe-line,  and  navi- 
gation companies  are  taxed  like  similar  domestic  corporations. 
Other  foreign  corporations  of  the  classes  herein  treated  pay  the 
general  property  tax  on  tangible  property  only. 

Administration. 

The  State  Board  of  Tax  Commissioners  consists  of  the  secretary 
of  state,  auditor  of  state,  and  three  additional  members  appointed 
by  the  governor.  This  board  has  supervisory  powers  over  local 
assessors.  A  county  assessor  in  each  county  exercises  supervisory 
authority  over  township  assessors.  The  county  assessor  has  power 
to  make  assessments  where  the  local  assessor  fails  to  do  so.  The 
county  board  of  review  has  primarily  the  duty  of  equalizing  taxable 
values  and  holding  regular  conferences  at  which  policies  to  be  fol- 
lowed are  agreed  upon.  Appeals  lie  from  the  actions  of  the  county 
boards  to  the  State  Board  of  Tax  Commissioners.  State  and 
county  taxes,  tmder  the  general  property  tax,  are  paid  as  one  item 
to  the  county  treasurer.  ** 

*  Sources  of  revenue  in!  Indiana: 

Municipal  and  local  districts. — (a)  General  property  tax;  (b)  poll  tax;  (c)  business 
tax  end  licenses. 

County. — (a)  General  property  tax;  (b)  poll  tax;  (c)  business  tax  and  licenses. 

State. — (a)  General  property  tax;  (b)  poll  tax;  (c)  corporation  taxes  and  fees;  (d) 
business  tax  and  licenses. 
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I.    GENERAL  VIEW. 
Chief  Features. 

First.  State  and  local  taxation  of  corporate  property  under  the 
general  property  tax,  supplemented  by  special  state  taxes  on 
freight-car,  navigation,  and  certain  financial  companies. 

Second.  Taxation  of  railroads  on  tangible  property  only.  Prac- 
tically all  other  corporations  are  subject  to  taxation  on  property, 
including  the  difference  in  value  between  tangible  property  and 
capital  stock. 

General  Property  Tax. 

All  property,  real  and  personal,  tmless  exempt,  is  taxed  at  one 
or  more  rates  for  local  purposes,  at  another  rate  for  cotmty  pur- 
poses, and  at  a  third  rate  for  state  purposes,  the  total  of  the  three 
making  the  final  rate  on  property.  This  tax  is  collected  locally 
for  state  and  local  pmposes. 

Steam  and  Street  Railway  Companies. 

These  companies  pay  the  general  property  tax  on  tangible  prop- 
erty only.  Such  property  is  separated  into  two  classes,  namely, 
that  assessed  by  the  State  Board  of  Tax  Commissioners  and  that 
assessed  locally. 

Express,  Transmission,  Mercantile,  IVAuiufacturing,  Pipe-Line,  and 
Miscellaneous  Corporations. 

These  companies  are  subject  to  the  general  property  tax  on  real 
and  personal  property,  including  the  difference  in  value  between 
•tangible  property  and  capital  stock.  Bonded  indebtedness  is 
included  in  the  assessment  of  express,  transmission,  and  inter- 
county  pipe-line  companies,  but  not  in  the  assessment  of  mercantile 
and  manufacturing  companies. 

Certain  property  of  express,  telephone,  telegraph,  and  inter- 
county  pipe-line  companies  is  assessed  by  the  State  Tax  Commis- 
sioners.    The  remaining  property  is  assessed  locally. 

Car  Companies. 

Car  companies  transporting  freight  pay  to  the  State  for  state 
purposes  a  tax  based  upon  the  difference  in  value  between  the  pro- 
portion of  their  capital  stock  represented  by  property  used  in  the 

40 


INDIANA.  41 

State  and  the  value  of  real  estate  taxed  locally.     Personal  property, 
as  such,  is  not  taxed  to  these  companies. 

Car  companies  transporting  passengers  (such  as  sleeping-car 
companies)  are  taxed  and  assessed  in  the  same  general  manner  as 
express  and  transmission  companies. 

Navigation  Companies. 

Navigation  companies  pay  to  the  State  for  state  purposes  a  tax 
based  on  the  registered  net  tonnage  of  vessels.  All  other  property 
is  subject  to  the  general  property  tax. 

Stockholders  and  Bondholders. 

Shares  of  stock  of  foreign  corporations  (except  national  banks) 
are  taxed  to  the  holder. 

When  the  property  of  domestic  corporations  (other  than  banks) 
is  taxed  to  the  corporation,  or  is  exempt,  the  stock  is  not  taxable 
to  the  holder.     Bank  stock  is  taxable  to  the  holder. 

Bonds  of  both  foreign  and  domestic  corporations  are  taxed  to  the 
holder. 

Foreign  Corporations. 

Foreign  express,  telegraph,  telephone,  car,  pipe-line,  and  navi- 
gation companies  are  taxed  like  similar  domestic  corporations. 
Other  foreign  corporations  of  the  classes  herein  treated  pay  the 
general  property  tax  on  tangible  property  only. 

Administration. 

The  State  Board  of  Tax  Commissioners  consists  of  the  secretary 
of  state,  auditor  of  state,  and  three  additional  members  appointed 
by  the  governor.  This  board  has  supervisory  powers  over  local 
assessors.  A  cotmty  assessor  in  each  county  exercises  supervisory 
authority  over  township  assessors.  The  county  assessor  has  power 
to  make  assessments  where  the  local  assessor  fails  to  do  so.  The 
county  board  of  review  has  primarily  the  duty  of  equalizing  taxable 
values  and  holding  regular  conferences  at  which  policies  to  be  fol- 
lowed are  agreed  upon.  Appeals  lie  from  the  actions  of  the  county 
boards  to  the  State  Board  of  Tax  Commissioners.  State  and 
cotmty  taxes,  under  the  general  property  tax,  are  paid  as  one  item 
to  the  county  treasurer.  ^ 

o  Sources  of  revenue  in  Indiana: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  poll  tax;  (c)  business 
tax  and  licenses. 

County.— (a)  General  property  tax;  (b)  poll  tax;  (c)  business  tax  and  licenses. 

State. — (a)  General  property  tax;  (6)  poll  tax;  (c)  corporation  taxes  and  fees;  (d) 
business  tax  and  licenses. 
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n.    DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution.  <* 

The  constitution  declares  that  the  general  assembly  shall  pro- 
vide, by  law,  for  a  uniform  and  equal  rate  of  assessment  and  taxa- 
tion; and  shall  prescribe  such  regulations  as  shall  secure  a  just 
valuation  for  the  taxation  of  all  property,  both  real  and  personal, 
except  such  property  for  mimicipal,  educational,  literary,  scien- 
tific, religious,  or  charitable  purposes  as  may  be  specially  exempted 
by  law.  ^ 

Statutes.  ^ 
General  Property  Tax. 

All  corporate  property,  unless  otherwise  provided  by  law,  is  tax- 
able at  true  cash  value  under  the  general  property  tax  fqr  both 
state  and  local  purposes.  ^ 

All  property  except  that  subject  to  apportionment  among  coun- 
ties (such  as  **  rolling  stock,"  '*  railroad  track,"  telegraph  line,  etc.) 
is  assessed  locally.  Property  subject  to  such  apportionment  is 
assessed  by  the  State  Board  of  Tax  Commissioners.  Both  assess- 
ments and  rates  are  reported  to  the  county  auditors  who  compute 
all  taxes  levied  tmder  the  general  property  tax.  The  county  treas- 
urers collect  all  such  taxes.* 

Steam  and  Street  Railways. 

Steam  and  street  railways,  domestic  and  foreign,  pay  the  general 
property  tax  locally,  at  the  same  rate  and  in  the  same  manner  as 
individuals,  for  both  state  and  local  purposes.^ 


o  Constitution  of  185 1. 

^  Constitution,  Art.  X,  sec.  i. 

"The  Indiana  constitution  does  not  require  a  uniform  method  of  valuation  of  prop- 
erty, but  only  such  regulations  as  shall  secure  a  just  valuation  for  taxation  of  all  prop- 
gj.^y  ♦  *  »  'j^ijg  legislature  must  use  a  discretion  as  to  the  best  method  of  securing 
a  just  valuation."    Louisville  and  N.  A.  R.  R.  Co.  v.  State,  25  Ind.  180  (1865). 

Under  Art.  X,  sec.  i ,  a  tax  for  a  state  purpose  must  be  uniform  and  equal  throughout 
the  State,  a  tax  for  a  county  purpose  must  be  uniform  and  equal  throughout  the  county, 
and  a  tax  for  a  township  purpose  must  be  uniform  and  equal  throughout  the  township. 
Board  of  Commissioners  v.  State.  155  Ind.  608  (1900). 

It  is  plainly  evident  that  it  was  the  legislative  intent  to  differentiate  the  valuation 
and  appraisement  of  railroad  property''  for  taxation  from  that  of  individuals.  The  method 
best  calculated  to  secure  equality  and  uniformity  in  assessment  and  taxation  is  left  to 
the  judgment  of  the  legislature,  and  the  decision  of  that  body  must  be  followed  by  all 
taxing  officers.     Clark  v.  Vandalia  R.  R.  Co.,  172  Ind.  411,  413  (1909). 

c  Statutes  herein  referred  to  are  Bums*  Annotated  Indiana  Statutes,  Revision  ol 
1908. 

<*  Stats.,  sees.  10142,  10197,  10256. 

«  Ibid.,  sees.  10217-10230,  10233,  10236. 

/  Ibid.,  sees.  10244,  10305,  10249.  Also  Report  of  Attorney-General  for  1900-1902, 
p.  117.  Railroads  permitting  the  sale  of  liquor  in  dining  cars  are  subject  to  an  annual 
state  license  of  $1,000.     Stats.,  sec.  8356. 
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The  property  of  these  companies  may  be  classed  as  A,  property 
assessed  by  the  State  Board  of  Tax  Commissioners,  and  B,  prop- 
erty assessed  locally. 

Class  A  consists  of  **  railroad  track,'*  which  is  taxed  as  real  estate 
and  embraces  right  of  way,  superstructure,  all  tracks,  buildings, 
and  telegraph  Unes,  including  appliances;"  and  "rolling  stock," 
which  embraces  all  movable  personal  property.* 

The  value  of  right  of  way,  superstructure,  main  track,  telegraph 
line,  and  rolling  stock  is  apportioned  on  a  mileage  basis  ^  to  the 
counties  and  municipahties  through  which  the  road  passes.^  The 
valuation  of  other  property  of  this  class  (namely,  side  tracks,  turn- 
tables, buildings,  and  telegraph  appliances)  is  accredited  to  the 
counties  and  municipalities  in  which  located.^ 

Class  B  consists  of  all  property  not  included  in  Class  A,  and  is 
assessed  locally./  • 

The  State  Board  of  Tax  Commissioners  receives  annual  reports 
from  such  companies.  These  companies  are  also  required  to  fur- 
nish reports  to  the  county  auditors  who  in  turn  furnish  the  proper 
local  assessors  with  information  on  assessable  property  within  their 
particular  jurisdictions.^ 

Express,  Telegraphy  Telephone,  and  Intercounty  Pipe-Line  Com- 
panies. 

Foreign  and  domestic  companies  of  these  classes  pay  the  general 
property  tax,  for  both  state  and  local  purposes,  at  the  same  rate 
and  in  the  same  manner  as  individuals. 

Real  estate,  structures,  machinery,  fixtures,  and  appliances  are 
assessed  locally.  All  other  property  of  such  companies  is  assessed 
by  the  State  Board  of  Tax  Commissioners  on  the  following  basis:  * 

^  Stats.,  sec.  10238. 

b  Ibid.,  sees.  10240,  10285.  The  court  can  not  inquire  into  the  evidence  upon  which 
the  board  acted  in  the  assessment  of  railroad  property.  In  the  absence  of  fraud  its 
final  action  is  conclusive.     Clark  v.  Vandalia  Railroad  Co.,  172  Ind.  419  (1909). 

c  In  the  proportion  that  the  main  track  in  such  jtuisdiction  bears  to  the  whole  length 
of  the  main  track  in  the  State.  Stats.,  sees.  10239.  10240.  When  a  road  runs  into  two 
States,  each  is  entitled  to  tax  its  proportionate  share  of  the  value  flowing  from  the 
operation  of  the  entire  mileage.  The  State  can  not  tax  interstate  commerce  but  can 
tax  the  instrumentalities  of  such  commerce.  Cleveland,  etc.  Ry.  Co.  v.  Backus, 
154  U.  S.  444,  445  (1894).  The  State's  share  may  be  fairly  estimated  on  the  mileage 
basis  even  though  the  state  statute  does  not  require  its  absolute  determination  on 
that  basis.     Pittsburg  Ry.  Co.  v.  Backus,  154  U.  S.  430,  431  (1894). 

^  Stats.,  sec.  1030$. 

^  Ibid.,  sec.  10239. 

/  Ibid.,  sees.  10243,  10244. 

g  Ibid.,  10243,  10244.  10245,  10247. 

A  Ibid.,  10226,  10285. 
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( i)  The  true  cash  value  of  the  entire  property  of  such  companies 
is  deemed  to  be  the  aggregate  market  value  of  all  shares  (or  if  the 
shares  have  no  market  value,  then  the  actual  value)  of  the  capital 
stock  plus  mortgage  indebtedness. 

(2)  The  value  of  the  property  within  the  State  is  that  portion 
of  the  entire  value  ^  which  the  mileage  operated  by  the  company 
in  the  State  bears  to  the  total  mileage  operated.  From  the  value 
so  obtained  is  deducted  the  value  of  property  locally  assessed. 
The  residue^  is  assessed  to  the  company  and  apportioned  to  the 
various  counties  through  which  the  routes  pass.*^  A  further  dis- 
tribution is  made  by  the  counties  to  the  municipalities  and  local 
districts. 

Annual  reports  required  to  be  made  to  the  auditor  of  state  and 
coimty  auditors  are  substantially  similar  to  those  required  of 
railroads.  ^  • 

Car  Companies  Transporting  Passengers. 

Sleeping,  chair,  drawing-room,  and  dining-car  companies  are 
assessed  and  taxed  for  state  and  local  purposes  in  the  same  manner 
as  telegraph,  telephone,  express,  and  pipe-line  companies.* 

Car  Companies  Transporting  Freight. 

These  companies  pay  a  tax  of  i  per  cent,  based  upon  that  pro- 
portion of  their  capital  stock  representing  capital  and  property 
owned  and  used  in  the  State,  deducting  real  estate  that  is  taxed 
locally.  This  tax  is  paid  to  the  State  for  state  purposes  and  is  in 
lieu  of  all  other  taxes  except  the  general  property  tax  assessed 
locally  on  real  estate. 

«  Real  estate  owned  by  a  corporation  located  outside  the  State  and  not  specifically 
used  in  the  corporate  business  is  deducted  from  the  entire  value. 

*  By  custom  80  per  cent  is  assessed  instead  of  the  entire  residue. 

<J  Stats.,  sees.  10226-10228. 

Bonds  held  as  in  vestments  outside  the  State  can  not  be  included  in  making  up  the 
assessable  property  to  be  apportioned  to  Indiana  on  a  mileage  basis.  Only  such  values 
of  the  various  items  of  the  tangible  property  should  be  considered  as  arc  necessarily 
used  in  the  operation  of  the  corporation's  business.     Fargo  v.  Hart,  193  U.  S.  501  (1904). 

The  board  must  make  such  further  deduction  on  account  of  larger  proportional 
values  outside  of  the  State  or  for  any  other  reason,  so  that  finally  only  the  property 
within  the  State  shall  be  assessed  and  that  at  its  true  cash  value.  Western  Union 
Tel.  Co.  V.  Taggart,  163  U.  S.  26  (1896). 

^  Reports  to  auditor  of  state — express  companies.  Stats.,  sec.  10220;  telegraph  com- 
panies, Stats.,  sec.  10217;  telephone  companies,  Stats.,  sec.  10219;  pipe  line,  Stats., 
sec.  10222.     Reports  to  county  auditors — Stats.,  sec.  10229. 

^  Stats.,  sees.  1022 1,  10223,  10226. 
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The  proportionate  value  of  property  within  the  State  is  deter- 
mined on  the  mileage  basis  by  the  State  Board  of  Tax  Commis- 
sioners." 

Navigation  Companies. 

Domestic  navigation  companies  pay  to  the  State  for  state  pur- 
poses an  annual  tax  of  3  cents  per  net  registered  ton  on  vessels  or 
other  water  craft  owned  by  them.  Foreign  navigation  companies 
pay  this  tax  on  all  vessels  registered  under  the  laws  of  the  United 
States  in  Indiana. 

All  personal  property  of  these  companies  located  within  the 
State  (except  vessels)  is  assessed  locally  and  taxed  under  the  gen- 
eral property  tax.'' 

Light,  Heat,  Water,  and  Power  Companies. 

Domestic  gas,  electric-light,  waterworks,  and  hydraulic  com- 
panies are  subject  to  the  general  property  tax,  including  the  diflFer- 
ence  in  value  between  tangible  property  and  capital  stock.  The 
valuation  of  this  difference  is  based  upon  annual  reports  from  such 
corporations  and  is  assessed  to  them  by  the  cotmty  board  of 
review.^ 

Pipe  Unes,  mains,  and  wires  are  taxed  at  the  place  where  laid. 
All  other  personal  property  is  taxed  where  the  principal  works  are 
located.'*     Real  estate  is  taxed  as  if  belonging  to  individuals. 

Mercantile,. Manufacturing,  Mining,   and   Miscellaneous   Corpora- 
tions. 

Domestic  mercantile,  manufacturing,'  mining,  bridge,^  and  all 
other  companies  not  specifically  provided  for  are  taxed  in  the  same 

f^  Stats.,  sees.  10223,  10226. 

&  Ibid.,  sees.  5622-5625. 

c  In  addition  to  reporting  the  value  of  tangible  property  and  of  capital  stock,  these 
companies  are  required  to  report  the  difference  in  value  between  such  capital  stock 
and  tangible  property,  together  with  the  name  and  value  of  each  franchise  or  privilege 
owned  by  them.  Stats.,  sees.  10161,  10233,  10234;  Smith  v.  Rude  Bros.  Co.,  131  Ind. 
150  (1892). 

<^  Stats.,  sec.  10166.  The  valuation  of  personal  property  is  also  based  upon  anilual 
reports,  but  is  assessed  by  township  assessors. 

^  Stats.,  sec.  10178.  It  can  not  be  assumed  that  the  tangible  property  necessarily 
represents  the  value  of  the  capital  stock,  for  the  business  of  a  corporation  owning  com- 
paratively little  tangible  property  may  be  so  profitable  as  to  impress  upon  its  stock  n 
value  much  beyond  its  tangible  property;  or  it  may  be  the  owner  of  a  franchise  which 
gives  the  stock  a  value  much  greater  than  that  of  the  tangible  property  of  which  it  is 
the  owner.  In  this  ease  the  stock  is  taxable  to  the  extent  that  it  exceeds  in  value  the 
tangible  property.    Auditor  v.  Iron  and  Steel  Co.,  129  Ind.  70  (1891). 

/  A  bridge  company  owning  a  bridge  and  approaches  with  a  railroad  track  crossing 
the  same  and  also  owning  a  terminal  railroad,  having  its  own  rolling  stock,  furnishing 
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manner  as  light,  heat,  and  power  companies.  All  property  of 
such  companies  is  taxed  at  its  situs.  ^ 

Stockholders  and  Bondholders. 

When  the  property  is  taxable  to  the  corporation,  or  is  exempt, 
shares  of  stock  in  domestic  corporations  are  not  taxable  to  the 
holder.  Domestic  bank  stock  is  taxable  to  the  holder.  Stock  in 
foreign  corporations '^  (other  than  national  banks)  and  bonds  of 
foreign  and  domestic  corporations  are  taxable  to  the  holder  at  true 
cash  value.^  The  holder  of  bonds  is  entitled  to  deductions  for 
certain  bona  fide  indebtedness  owed  by  him. 

Foreign  Corporations. 

Foreign  express,  telegraph,  telephone,  car,  intercotmty  pipe- 
line, and  navigation  corporations  are  taxed  in  the  same  manner 
as  similar  domestic  corporations.  Other  foreign  corporations 
pay  the  general  property  tax  on  tangible  prof>erty  only.  For  the 
purpose  of  assessing  foreign  bridge  and  ferry  companies  in  the 
county  in  which  any  part  of  their  business  is  conducted,  the  amount 
of-  preceding  year's  gross  receipts  is  added  to  the  value  of  tangible 
property  within  the  county. ** 

III.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  1910  was  19  per  cent.* 

tenninal  facilities,  etc.,  was  held  to  be  for  purpx>ses  of  taxation  within  the  scope  of 
the  term  "railroad,"  notwithstanding  the  character  of  its  corporate  organization. 
City  of  Jefifersonville  v.  L.  and  J.  Bridge  Co.,  169  Ind.  657  (1908). 

o  Stats.,  sees.  10165,  10167. 

b  Ibid.,  10143,  10199,  I0202.     See  Darnell  v.  State.  90  N.  E.  769  (1910). 

Shares  of  stock  in  a  foreign  railroad  company  owned  by  a  resident  of  Indiana  can 
be  taxed  in  Indiana  although  it  is  taxed  elsewhere .  Seward  v .  City  of  Rising  Sun  et  al . , 
79  Ind.  351  (1881). 

Shares  of  stock  in  foreign  corporations  are  taxable  although  this  may  result  in  double 
taxation.    Hasely  v.  Ensley,  40  Ind.  App.  598  (1907). 

c  Stats.,  sees.  10143,  10156,  10199,  10202. 

^  Ibid.,  10232. 

«  The  amounts  upon  which  this  percentage  is  based  do  not  include  taxes  paid  by 
important  classes  of  corporations;  namely,  those  subject  to  local  assessments. 
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Total  Stats  Receipts »  Taxes  prom  Corporations,  Other  Taxes,  and  Receiptb 
PROM  Sources  Other  than  Taxes,  Year  ended  September  30,  1910  ^^ 

Total  state  receipts,  all  sources S8, 945, 156.  oa 

=  ^ 

Special  taxes  from  corporations: 

Instirance  taxes  and  fccs^ $473^  666. 66 

Bank  and  building  and  loan  associations 14, 311.  83 

Car  companies 6, 617. 00 

Liquor  licenses  on  railroad  cars 9, 000.  00 

Corporation  fees,  domestic loi,  49a  00 

Corporation  fees,  foreign 9, 177.  07 

Vessel  tonnage  tax 963.  84 

Total  s]5ecial  taxes  from  corporations 615,  226.  40 

General  property  tax  from  corporations  (estimated) :  <? 

Steam  railroads 653,  591.  42 

Electric  railroads 72, 040.  68 

Telephone  companies 34, 466.  ox 

Express  companies 2, 095. 30 

Telegraph  companies 6, 838.  31 

Sleeping-car  companies 2, 899.  10 

Pip)e-line  companies 33, 691.  70 

Total  general  property  tax  from  above  corporations 805, 622.  5a 

Total  state  taxes  from  corporations i,  420, 848.  92 

Other  taxes:  General  property  tax  ^ 6, 109,  253.  99 

Total  taxes  for  state  purposes,  all  sources 7,  530, 102.  91 

Receipts  from  sources  other  than  taxes: 

Gas  and  oil  department  fees 61, 989.  25 

Fish  and  game  commissioner 57, 420.  40 

Miscellaneous  fees 41, 890.  85 

Court  fees 11,  342.  16 

United  States  Government,  aid  to  colleges 45, 000.  00 

United  States  Government,  aid  to  Soldiers'  Home ...  38, 967.  54 

Interest  on  loans  and  deposits 573,  185.  94 

State  institutions 43 1,  544.  14 

Counties,  for  support  of  state  hospitals,  etc loi,  554.  27 

Miscellaneous 52, 1 58.  56 

Total  receipts  from  sources  other  than  taxes I1  415,  053.  11 

Total  state  receipts,  all  sotirces 8, 945, 1 56.  o» 

o-  Report  of  State  Auditor,  1910. 

2>  Three  per  cent  of  gross  premiums  of  foreign  companies. 

c  These  amounts  are  estimated  by  applying  the  total  state  levy  of  $0.3335  P^r  $100 
to  the  valuation  of  the  property  of  these  corporations  as  assessed  by  the  State  Tax  Com- 
missioners for  the  last  half  of  1908  and  first  half  of  1909. 

^  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  impossible  practir 
cally  to  ascertain  the  amount  thus  received. 
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IV.  COMMENTS. 
Historical.^ 

The  development  of  the  present  centralized  system  of  corporate 
taxation  in  Indiana  began  in  1851  with  the  experiment  of  con- 
fining the  assessment  of  railroad  property  to  the  auditor  of  the 
cotmty  in  which  the  principal  office  of  the  road  is  located.  From 
that  time  to  the  present  the  general  policy  has  been  toward  greater 
centraUzecl  administration. 

Prior  to  1851,  however,  the  taxing  of  corporate  property  had 
become  important.  It  was  first  taxed  in  1820,  when  banks  were 
assessed  on  their  stock.  In  1834  ^^^  State  Bank  of  Indiana  was 
required  to  deduct  from  dividends  a  tax  levied  on  its  stock  held 
by  individuals.  A  year  later  every  corporation  was  taxed  as  a 
unit  upon  its  tangible  property,  and  shares  of  stock  were  taxed  to 
the  holder  like  other  personal  property,  except  that  proportionate 
deductions  were  made  for  property  taxed  to  the  corporation  itself. 
Then  followed  another  change  whereby  the  corporation  was  made 
the  agency  through  which  the  entire  value  of  corporate  property 
was  taxed  to  the  stockholders. 

The  law  of  1851  centralized  the  assessment  and  apportionment 
of  railroad  property.  After  a  trial  of  eight  years  the  State  returned 
to  a  system  of  local  assessment  which  required  all  county  apprais- 
ers to  meet  in  annual  session  for  the  purpose  of  ascertaining  the 
entire  value  of  roads  per  mile  through  their  respective  counties. 
While  this  system  continued  in  effect  from  1859  to  1872,  some 
alterations  were  made  in  the  law.  Among  the  more  important 
changes  was  a  provision  enacted  in  1865  which  authorized  the 
State  Board  of  Equalization  to  equalize  assessments  upon  com- 
plaints from  railroads,  but  without  empowering  it  to  increase 
its  assessments  on  behalf  of  the  State. 

The  law  of  1872  provided  for  the  assessment  by  the  State 
Board  of  Equalization  of  all  domestic  corporations  on  the  differ- 
ence in  value  between  tangible  property  and  capital  stock  and  for 
the  local  assessment  of  tangible  property.  The  State  Board  of 
Equalization,  however,  had  difficulty  in  obtaining  information 
as  to  the  value  of  the  capital  stock  of  local  corporations  and,  in 
consequence,  the  assessment  of  the  excess  of  such  companies 

o  Derived  partly  from  "Centralizing  Tendencies  in  the  Administration  of  Indiana," 
W.  A.  Rawles,  Columbia  University  Studies  in  Political  Science,  vol.  17,  p.  246  ct  seq. 
(1903);  and  partly  from  the  statutes  and  cases. 
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(except  transportation  and  transmission  lines)  was  in  1881  placed 
with  the  county  board  of  review.  Foreign  corporations,  except 
railroads,  were  not  provided  for.  Railroad  property  was  by  the 
law  of  1872  classified  in  the  same  manner  as  it  is  classified  to-day. 
By  an  amendment  the  following  year  foreign  insurance  companies 
were  taxed  on  net  receipts,  and  express  and  sleeping-car  companies 
on  gross  receipts.  The  gross-receipts  method  as  applied  by  this 
statute  attempted  to  tax  interstate  gross  receipts  and  conse- 
quently was  declared  unconstitutional."  A  later  law*  taxing 
gross  receipts  of  foreign  telephone  and  telegraph  companies  was 
for  the  same  reason  declared  imconstitutional.  *^ 

On  account  of  the  unconstitutionality  of  these  gross-receipts 
taxes  the  legislature  enacted  in  1889  that  the  carriage  of  money, 
packages,  articles,  etc.,  the  transmission  of  messages  by  telegraph 
and  by  telephone,  and  the  carriage  of  persons  in  sleeping  cars 
when  conducted  for  profit  are  privileges  for  which  such  companies 
should  pay  the  State,  annually,  a  certain  percentage  of  gross 
receipts  accruing  from  business  originating  and  terminating  in  the 
State.''  These  laws  were  short  lived,  for  in  1891  a  change  was 
made  to  the  ad  valorem  basis  of  taxation.*  Car  companies  trans- 
porting freight  were,  in  1903,/  required  to  pay  *'a  sum  in  the 
nature  of  an  excise  tax  "  of  i  per  cent  on  the  difference  between 
the  value  of  capital  stock  and  tangible  property,  but  the  other 
companies  in  question  have  remained  subject  to  the  general 
property  tax. 

The  '^Indiana  System." 

Since  1891  the  legislature  has  continued  to  amend  the  law  as 
experience  has  shown  to  be  necessary,  but  has  followed  the 
original  lines  laid  down  in  that  year.^  New  laws  in  certain 
other  States  have  adopted  to  quite  an  extent  the  Indiana 
system.  The  law  itself  is  complex,  and  minutely  defines  admin- 
istrative methods.     With  respect  to  the  taxation  of  corporate 

«» Indiana  v.  American  Express  Co.,  7  Biss.  227  (1876). 

*  Laws  1881,  chap.  96,  sees.  85-86. 

c  Indiana  v.  Pullman  Palace  Car  Co.,  16  Fed.  Rep.  193  (1883). 

<*  Laws '1889,  pp.  272-273,  389-390,397-399.  See  also  Centralization  in  Indiana, 
Rawles. 

^  Stats.,  sees.  102 17  et  seq. 

/Stats.,  sec.  10223,  which  is  the  law  at  present  in  force. 

P  Address  of  Timothy  E.  Howard,  Report  of  the  Proceedings  of  the  Annual  Con- 
ference Convention  of  the  State  Board  of  Tax  Commissioners  and  the  County  Assessors 
of  the  State  of  Indiana,  1910,  p.  38. 
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property  the  laws  are  unifomi  and  complete,  affording  ample 
opportunity  to  assess  the  total  taxable  corporate  value.  The 
methods  of  taxation  in  Indiana  have  been  greatly  improved  and 
centralized.  No  material  legislative  action  has  been  taken  toward 
the  separation  of  the  sources  of  state  and  local  revenues.  The 
subject  was,  however,  given  consideration  prior  to  the  passage  of 
the  law  of  1 89 1.  At  that  time  it  was  proposed  that  all  railroad 
taxes  be  paid  into  the  state  treasury. 

Assessment  of  Domestic  Corporations. 

In  Indiana,  as  in  Illinois,  corporate  taxation  is  almost  wholly 
by  the  general  property  tax.  Its  application  to  most  corpora- 
tions in  both  States  is  differentiated  from  its  application  to  indi- 
viduals chiefly  by  methods  of  assessment.  The  laws  of  both 
States  provide  in  theory  a  method  for  the  taxation  of  corporate 
excess  of  practically  all  domestic,  and  in  Indiana  some  foreign, 
corporations,  but  in  neither  State  is  the  corporate  excess  method 
as  effectively  applied  as  in  Massachusetts.  In  Indiana  the  closest 
approach  to  actual  taxation  of  corporate  excess  is  found  in  the 
method  of  assessing  those  classes  of  corporations  whose  tangible 
property  forms  but  a  small  fraction  of  their  entire  corporate  value; 
such,  for  example,  as  express,  telephone,  and  telegraph  companies. 
Even  in  these  cases  but  80  per  cent  of  the  corporate  excess  is  taxed. 
The  intangible  value  of  railroads,  usually  reached  by  some  method 
in  certain  other  States,  escapes  taxation  in  Indiana.  It  must  not 
be  inferred,  however,  that  railroad  property  is  so  assessed  as  to 
exclude  any  consideration  of  the  value  given  to  such  property  by 
reason  of  its  use.  The  corporate  excess  of  mercantile,  manufac- 
turing, and  miscellaneous  corporations  is  assessable  by  county 
boards.  The  county  boards  usually  accept  the  corporation's 
own  valuation  of  its  excess,  if  any  is  shown  by  the  corporation's 
schedule. 

In  Illinois  corporate  excess  of  domestic  railroads,  and  of  prac- 
tically all  other  domestic  corporations,  is  subject  to  assessment 
by  a  state  board.  This  board,  however,  prescribes  its  own  rules 
for  valuing  property  and  is  not  bound  by  a  consideration  of  market 
value. 

Total  Valuations. 

The  total  taxable  valuation  of  property  of  all  kinds,  as  shown 
by  annual  assessments,  increased  about  12  per  cent,  or  a  little 
more  than  $190,000,000,  between  1904  and  1907.     During  this 
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period  the  increase  in  annual  assessments  of  telegraph,  pipe-line, 
telephone,  express,  and  sleeping-car  property  was  37  per  cent,  and 
of  railroad  and  interurban  street-railway  property  25  per  cent." 

Increase  in  Taxable  Values  of  Transportation  and  Transmission 
Companies. 

Although  the  reports  of  the  State  Board  of  Tax  Commissioners 
do  not  explain  the  variations  here  shown,  still  it  is  interesting  to 
note  the  changes  between  the  years  1902  and  1910*  in  the  valua- 
tion placed  by  them  upon  the  property  of  the  different  classes  of 
corporations. 

The  total  valuations  of  the  steam  roads,  electric  roads,  telephone 
and  car  (other  than  sleeping-car)  companies,  for  the  past  four 
years,  show  only  a  slight  change;  while  pipe  lines,  due  to  a  large 
number  of  new  companies,  increased  from  a  little  more  than 
$5,000,000  in  1906  to  approximately  $11,000,000  in  1910.  The 
valuation  of  sleeping-car  property  has  increased,  though  the 
mileage  has  been  about  the  same,  from  $562,907  in  1906  to 
$1,030,936  in  1910. 

The  greatest  variation  is  noted  in  the  valuations  of  express 
and  telegraph  companies.  The  total  mileage  of  telegraph  com- 
panies in  the  State  increased  from  48,487  in  1902  to  59,647  in 
19 10.  In  1902  the  average  valuation  per  mile  was  $51;  in  1908 
it  had  dropped  to  $24.85;  in  1910  it  again  rose  to  $48.45.  The 
total  mileage  of  express  companies  in  the  State  increased  from 
6,500  in  1902  to  8,316  in  1910.  In  1902  the  average  valuation 
per  mile  was  $316,  while  in  19 10  it  had  decreased  to  $208.  The 
total  valuation  of  these  companies  show  similar  erratic  fluctua- 
tions, which  the  reports  of  the  commissioners  fail  to  explain. 

o  The  biennial  report  of  the  Department  of  Statistics  of  the  State  for  1907-8  (p.  158) 
gives  a  comparison  of  valuation  of  the  total  taxable  property  in  Indiana,  as  follows: 


1904.  190: 


Local  boards  in  counties: 

Lands  and  improvements $621 . 3i7> 039 

Lots  and  improvements 381. 8j8. 870 

Personal  property 377>  4«6. 730 

State  Board  of  Tax  Commissioners: 

Telecraph.  pipe-line,  telephone,  express,  and  slcepins-car  property. .  17. 374, 358 

Railroad  and  interurban  property 179. 575. 763 


♦660,173, X75 
430. 4a8»  775 
438,450,338 

a3,776»4M 
234.987.785 


Total 1, 577' 423. 660  I      1.767,815,487 


^  See  Indiana  Auditor's  Report,  1909,  p.  476;  and  Proceedings  of  the  State  Board 
-of  Tax  Commissioners,  1910,  p.  467. 


52  TAXATION  OF  CORPORATIONS. 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  the  court  reports, 
of  value  in  the  study  of  corporate  taxation  in  Indiana: 

Biennial  Report  of  the  Attorney-General,  1900-1902. 

Biennial  Report  of  the  Department  of  Statistics,  1907-8. 

Report  of  Treasurer  of  State,  fiscal  year  ended  September  30, 
1909. 

Reports  of  Auditor  of  State,  fiscal  years  ended  September  30, 
1909  and  1910. 

Report  of  Proceedings,  Annual  Conference  Convention,  State 
Board  Tax  Commissioners  and  the  County  Assessors  (19 10). 

Centralizing  Tendencies  in  the  Administration  of  Indiana,  W.  A. 
Rawles,  vol.  17,  Columbia  University  Studies  in  Political  Science 

(1903). 


ILLINOIS. 

I.  GENERAL  VIEW. 
Chief  Features. 

First.  General  property  tax  for  state  and  local  taxation  of 
corporations. 

Second.  Taxation  of  domestic  corporations  on  the  excess  of 
capital-stock  value  over  the  value  of  tangible  property.  This  is 
taxed  in  addition  to  and  in  the  same  manner  as  tangible  property. 

Third.  Special  state  taxation  for  state  purposes  on  the  original 
lines  of  the  Illinois  Central  Railroad  in  lieu  of  other  taxes. 

General  Property  Tax. 

All  property,  real  and  personal,  unless  exempt,  is  taxed  at  one 
or  more  rates  for  local  purposes,  at  another  rate  for  county  pur- 
poses, and  at  a  third  rate  for  state  purposes,  the  total  of  the 
three  making  the  final  rate  on  property.  All  property,  tangible 
and  intangible,  is  assessed  at  one- third  full  value. 

Capital  Stock,  Including  Franchise. 

All  domestic  corporations  are  subject  to  taxation  on  the  excess 
of  capital  stock  and  franchise  value  over  the  value  of  tangible 
property.  The  excess  is  determined  upon  the  basis  of  the  value 
of  the  stock  plus  bonded  and  other  indebtedness  (except  for  cur- 
rent expenses)  less  value  of  tangible  property.  The  excess  of 
manufacturing,  coal-mining,  stock-breeding,  and  publishing  com- 
panies is  assessed  locally;  that  of  all  other  domestic  corporations 
is  assessed  by  the  State  Board  of  Equalization.  This  excess  is 
taxable  locally  under  the  general  property  tax  for  state  and  local 
ptu-poses  in  the  same  manner  as  tangible  property. 

Corporations  in  General* 

All  mercantile,  manufacturing,  transportation,  and  transmission 
corporations,  except  the  Illinois  Central  Railroad,  are  subject  to 
the  general  property  tax  only. '  Assessment  of  domestic  corpora- 
tions includes  the  excess  described  in  the  paragraph  above.     The 
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Illinois  Central  Railroad  Company  pays  a  special  tax  to  the  State 
for  state  purposes  on  the  gross  receipts  and  property  of  its  original 
lines.  This  is  in  lieu  of  other  taxes  on  such  lines.  Lines  not  con- 
templated by  its  original  charter  are  taxed  like  all  other  railroads, 
namely,  upon  property,  and,  if  incorporated  tmder  Illinois  laws, 
upon  property,  including  excess  of  capital  stock  and  franchise  over 
tangible  property,  for  both  state  and  local  purposes.  Certain 
classes  of  railroad  property  and  the  excess  of  capital-stock  value 
of  domestic  railroad  and  telegraph  companies  are  distributed  on  a 
mileage  basis  among  the  coimties  through  which  their  routes  pass. 

Stockholders  and  Bondholders. 

Stock  of  domestic  corporations,  except  banks,  is  not  taxable  to 
the  holder. 

Stock  of  foreign  corporations  is  exempt  in  the  hands  of  the 
holder  when  the  property  is  taxed  in  Illinois. 

Bonds  of  foreign  and  domestic  companies  are  taxed  to  the 
holder. 

Foreign  Corporations. 

Foreign  corporations,  except  certain  financial  companies,  pay 
tlie  general  property  tax  on  tangible  property  only,  which  is 
assessed  in  the  same  manner  as  like  property  of  similar  domestic 
corporations. 

Administration. 

The  State  Board  of  Equalization,  elected  every  four  years,  is 
composed  of  26  members,  one  from  each  Congressional  district, 
and  the  Auditor  of  Public  Accoimts.  It  assesses  certain  property 
of  railroads  denominated  *' railroad  track"  and  *' rolling  stock," 
and  the  capital  stock  of  all  domestic  corporations  except  those 
organized  for  manufacturing,  coal  mining,  publishing,  and  stock 
breeding.  The  excess  of  these  corporations  is  assessed  locally. 
The  tax  on  the  Illinois  Central  Railroad  is  paid  to  the  state  treas- 
urer. Other  corporate  taxes  are  collected  by  local  officials  for 
state  and  local  purposes." 

«  Sources  of  revenue  in  Illinois: 

Kunicipal  and  local  districts. — (a)  General  property  tax;  (b)  business  taxes  and 
lioehses;  (c)  poll  tax  for  road  purposes. 

County. — (a)  General  property  tax;  (6)  business  taxes  and  licenses. 
State. — (a)  General  property  tax;  (6)  business  taxes  and  licenses;  (c)  inheritance 
/,  {d)  special  tax  on  the  Illinois  Central  Railroad. 
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n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution. 

The  general  assembly  is  directed  to  provide  for  such  revenue  as 
may  be  needful  by  so  levying  a  tax  that  every  person  and  corpo- 
ration will  pay  in  proportion  to  the  value  of  property  owned. 
Telegraph  and  express  interests,  and  persons  or  corporations 
owning  or  using  franchises  and  privileges,  are  to  be  taxed  in  such 
manner  as  the  legislature  from  time  to  time  shall  direct,  by  general 
law,  uniform  as  to  classes  upon  which  it  operates.* 

The  property  of  the  State,  cotmties,  and  other  municipal  corpo- 
rations, both  real  and  personal,  and  such  other  property  as  may 
be  used  exclusively  for  agricultural  and  horticultural  societies,  or 
for  school,  reUgious,  cemetery,  and  charitable  purposes,  may  be 
exempted  by  general  law.  ^ 

"No  contract,  obligation  or  liability  whatever  of  the  Illinois 
Central  Railroad  Company,  to  pay  any  money  into  the  state  treas- 
tuy,  nor  any  lien  of  the  State  upon,  or  right  to  tax  property  of 
said  company  in  accordance  with  the  provisions  of  the  charter  of 
said  company,  approved  February  lo,  1851,  shall  ever  be  released, 
suspended,  modified,  altered,  remitted,  or  in  any  manner  dimin- 
ished or  impaired  by  legislative  or  other  authority;  and  all  moneys 
derived  from  said  company,  after  the  payment  of  the  state  debt, 
shall  be  appropriated  and  set  apart  for  the  payment  of  the  ordi- 
nary expenses  of  the  state  government,  and  for  no  other  purposes 
whatever."  ^ 

Statutes.^ 
General  Property  Tax. 

All  property  (unless  exempted),  including  the  excess  value  of 
capital  stock  and  franchise  over  the  value  of  tangible  corporate 
property,  is  subject  to  the  general  property  tax  at  one-third  full 
value.  This  tax  is  paid  locally  for  state  and  local  purposes.  The 
full  value  of  real  property  is  estimated  at  selling  price  obtained  by 

—  —  ^    -    ■  ■   -       _    ■         — _^ —  — „  _        —  ■ _  ^  -  —  ^ 

a  Constitution  1870,  Art.  IX,  sec.  i. 

ft  Ibid.,  Art.  IX,  sec.  3. 

The  enumeration  of  the  property  which  may  be  exempted  from  taxation  by  this 
section  is  a  limitation  upon  the  power  of  the  legislature  to  exempt  any  other  property, 
either  by  general  or  by  special  law.  Consolidated  Coal  Co.  v.  Miller  et  al.,  236  111.  149 
(1908). 

<^  Constitution,  separate  section  following  Art.  XIV. 

^  Except  as  otherwise  indicated,  the  references  herein  are  to  Kurd's  Revised 
Statutes  (1909). 


,0 


91740  —II 5 


56  TAXATION  OF  CORPORATIONS. 

fair  volimtary  sale.     Deductions  from  gross  credits  are  allowed 
for  bona  fide  indebtedness.** 

Tax  on  Capital  Stock,  Including  Franchise. 

All  domestic  corporations,  except  those  noted  in  the  following 
paragraph,  are  subject  to  assessment  by  the  State  Board  of 
Equalization  on  the  excess  value  of  capital  stock  and  franchise 
over  tangible  property.  The  entire  value  of  capital  stock  and 
franchise  is  based  on  a  consideration  of  the  market  value  of  the 
shares,  or  on  the  value  of  same  as  reported  to  the  State  by  the 
corporations,  and  on  such  other  information  as  the  board  may 
obtain.  To  the  total  value  of  shares  is  added  bonded  and  other 
indebtedness  except  that  incurred  for  current  expenses.  From  this 
amount  is  deducted  the  equalized  value  of  tangible  property. 
One-third  the  remainder,  if  any,  is  taxed  locally  for  state  and 
local  purposes  in  the  same  manner  as  other  property.* 

The  excess  value  of  capital  stock  and  franchise  of  companies 
organized  for  manufacturing,  mining  and  selling  coal,  printing, 
publishing  newspapers,  and  breeding  stock  is  not  assessed  by  the 
state  board,  but  is  assessable  by  local  officials  in  like  manner  as 
described  in  the  preceding  paragraph.^ 


o  Rev.  Stats.,  chap.  120,  sees,  i,  27,  312. 

All  property,  as  a  general  rule,  is  liable  to  taxation  except  such  as  the  legislature 
may  exempt  by  general  law.  People  ex  rel.  Thompson  v.  Ravenswood  Hospital, 
238  111.  137  (1909). 

Credits  of  a  foreign  corporation  payable  at  its  home  office  and  subject  to  taxation 
there  are  not  taxable  in  Illinois.     In  re  Union  Tank  Line  Co.,  204  111.  347  (1903). 

Persons  or  corporations  are  not  entitled  to  deduct  obligations  given  to  insurance 
companies  on  account  of  premiums;  to  religious,  literary,  charitable,  or  scientific 
institutions  on  account  of  unpaid  subscriptions;  to  companies  on  account  of  subscrip- 
tions to  capital  stock.     Rev.  Stats.,  chap.  120,  sec.  28. 

&Rev.  Stats.,  chap.  120,  sees,  i,  3,  32,  108;  Report  of  State  Board  of  Equalization, 
1909,  p.  9- 

To  ascertain  the  fair  cash  value  of  the  capital  stock  of  a  corporation,  including  the 
franchise,  the  market  or  fair  cash  value  of  the  shares  of  stock  should  be  added  to  the 
market  or  fair  cash  value  of  the  debt  of  the  corporation,  excluding  indebtedness  for 
current  expenses,  and  if  from  the  sum  so  obtained  the  equalized  or  assessed  valuation 
of  the  tangible  property  of  the  corporation  be  subtracted,  the  remainder  will  be  the 
net  assessed  valuation  of  the  capital  stock  of  the  corporation,  including  the  franchise, 
over  and  above  the  assessment  of  its  tangible  property.  State  Board  of  Equalization 
V.  People  ex  rel.  Goggin,  191  111.  528  (1901). 

c  In  practice  no  capital  stock  assessments  are  made  on  such  corporations.  Taxation 
and  Revenue  System  of  Illinois,  Fairlie,  1910,  p.  17. 

A  law  exempting  from  taxation  the  capital  stock  of  these  corporations  was  declared 
unconstitutional.     Consolidated  Coal  Co.  v.  Miller  et  al.,  236  111.  149  (1908). 

The  cajjital  stock  of  a  corjx>ration  and  shares  of  stock  represent  the  same  thing — ^the 
money  invested  in  the  corporation — and  the  capital  stock  of  these  companies,  including 
franchise,  is  la\^'fully  assessed  by  the  local  assessor  to  the  corporation  itself.     Ibid. 

Corporatir)ns  organized  for  these  purposes  are  liable  to  taxation  upon  their  capital 
stock  and  franchises  the  same  as  are  the  corporations  the  duty  of  assessing  which 
devolves  upon  the  State  Board  of  Equalization,  the  difference  being  that  the  former 
are  to  be  assessed  by  the  local  assessors.    The  Hub  v.  Hanberg,  an  111.  43  (1904). 
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TsaiMfoitalioiiy  TsaafimisskAy  Manolactujiiig,  and  Mercantile  Coi»* 
panies. 

AU  companies  of  these  classes,  except  the  Illiaois  Central  Rail- 
Foad,  are  subject  to  the  general  property  tax.*  The  excess  value 
of  capital  stock,  incltidmg  franchise  of  domestic  corporations,  is 
assessed  and  taxed  like  other  property.  The  assessment  of 
foreign  companies  is  on  tangible  property  only.* 

Special  Tax  Applicable  to  Illinois  Central  Railroad* 

The  IlfiDois  Central  Railroad  Company  pays  to  the  State,  for 
state  purposes,  a  tax  of  5  per  cent  on  gross  receipts  derived  from 
the  original  road  and  branches  authorized  to  be  built  under  its 
charter.  In  addition,  it  pays  a  tax  on  property  at  the  state  rate 
on  general  property.  If  this  rate  exceeds  three-fourths  of  i  per 
cent,  the  excess  collected  therevmder  may  be  deducted  from  the 
tax  on  gross  receipts,^  but  the  mimidsaum  to  be  paid  under  any 
circumstances  must  equal  7  per  cent  of  the  gross  receipts  from 
the  original  lines.  This  is  in  Iku  of  other  taxes  on  lines  contem- 
plated to  be  built  under  its  original  charter.  Acquired  lines  not 
contemj^ated  by  its  original  charter  are  subject  to  the  general 
property  tax  and  assessable  in  the  same  mannei  as  other  railroads.^ 

Steam  and  Electric  Railroads. 

All  steam  and  electric  railroads,  except  the  IHinois  Central 
Railroad,  are  subject  to  the  general  property  tax  for  both  state 
and  local  purposes.*  To  the  assessed  valuation  of  domestic  roads 
is  added  the  assessment  of  the  excess  value  of  their  capital  stock, 
including  franchise.^ 

With  respect  to  assessments,  steam  and  electric  railroad  property 
may  be  classified  as —     " 

I.  Property  (including  ''capital  stock  and  franchise")  assessed 
by  the  Slate  Board  of  Equalization ;:  and 

II.  Property  assessed  locally. 
Class  I  consists  erf — 

(a)  "Railroad  track,^'  which  is  taxed  as  real  estate,  and  em- 
braces right  erf  way,  including  all  tracks,  superstructures,  build- 

oRcv.  Stats.,  chap.  120,  sees.  6-17. 

*Ibid.,  sees.  40-55. 

«Ibid.,  sees.  364,  365. 

^  If  the  amount  of  tax  levied  for  state  purposes  added  to  the  5  per  cent  exceeds  an 
amount  equal  to  the  7  per  cent  of  the  gross  receipts  of  the  company,  the  state  tax  must 
be  paid  notwithstanding.    Report  of  Attorney-General,  1905-^,  p.  108. 

^Rev.  Stats.,  chap.  120,  sec.  109. 

/Report  of  State  Board  of  Equalization,  1909,  p.  123. 
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ings,  and  improvements  located  thereon.  The  value  of  buildings 
and  the  value  per  mile  of  main,  second  main,  and  side  tracks  are 
separately  assessed  by  the  board.  Distribution  to  cotmties 
through  which  the  road  passes  is  made  upon  the  basis  of  the 
length  of  various  kinds  of  track  in  each  cotmty,  multiplied  by 
their  respective  assessed  values  per  mile,  plus  the  assessed  value 
of  buildings  therein.* 

(6)  "Rolling  stock;"  and 

(c)  "Capital  stock,  including  franchise." 

Both  (6)  and  (c)  are  taxed  as  personal  property  and  distributed 
in  such  proportion  as  the  length  of  main  track  in  each  county 
bears  to  the  total  length  of  main  track  in  the  State.* 

Distributions  by  county  officials  to  mtmicipalities  and  local  dis- 
tricts are  made  on  a  basis  similar  to  distributions  by  the  state 
board  to  counties.*^ 

Class  II  consists  of  all  property  not  included  in  Class  I,  and  is 
assessed  locally.^ 

Annual  reports  are  received  from  railroads  by  the  State  Board 
of  EquaUzation.f  Railroads  are  also  required  to  furnish  reports 
to  county  auditors,  who  in  turn  furnish  the  proper  local  assessors 
with  information  relative  to  assessable  property  within  their  par- 
ticular jurisdictions.^ 

Telegraph  Companies. 

Assessment  of  "excess  of  capital  stock,  including  franchise," 
of  domestic  telegraph  companies  is  made  by  the  state  board  and  is 
subject  to  distribution  among  cotmties  in  like  manner  as  "  railroad 
track"  is  apportioned.  The  property,  including  excess,  is  then 
taxed  at  the  same  rate  and  in  the  same  manner  as  the  property  of 
individuals.^ 

Stockholders  and  Bondholders. 

Stock  of  domestic  corporations,  except  banks,  is  not  taxable  to 
the  holder.* 

a  Rev.  Stats.,  chap.  120,  sees.  42,  43,  109.  The  revenue  act,  in  so  far  as  it  requires 
the  State  Board  of  Equalization  to  assess  ''railroad  track/'  and  that  the  assessment 
be  apportioned  to  the  several  taxing  bodies  through  which  the  road  runs  in  the  manner 
pointed  out  by  the  statutes,  is  clearly  constitutional.  People  v.  Board  of  Equaliza- 
tion, 205  111.  296  (1903). 

b  Rev.  Stats.,  chap.  120,  sees.  44,  45,  no. 

c  Ibid.,  sec.  109. 

<*  Ibid.,  sees.  46,  47. 

« Ibid.,  sec.  50. 

/Ibid.,  sec.  41. 

ff  Ibid.,  sees.  54,  no. 

A  Ibid.,  sec.  3. 
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Stock  of  foreign  corporations  is  exempt  in  the  hands  of  the  holder 
when  the*  property  is  taxed  in  IlUnois." 

Bonds  of  domestic  and  foreign  corporations  are  taxed  to  the 
holder.* 

Foreign  Corporations. 

Foreign  corporations,  except  certain  financial  companies,  are 
subject  to  the  general  property  tax  on  tangible  property  only, 
which  is  assessed  in  the  same  manner  as  like  property  of  similar 
domestic  corporations. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  1910  was  34  per  cent. 

Total  State  Receipts,  Taxes  prom  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  ended  September  30,  19x0.^ 

Total  state  receipts,  all  sources $9, 873, 1 12.  8a 

Special  taxes  from  corporations: 

Illinois  Central  Railroad $1, 197,  280.  02 

Domestic  corporation  fees  <^ 313, 850.  44 

Foreign  corporations  for  licenses  ^ 34,  776.  76 

Annual  reports  of  corporations  ^ 14, 072. 10 

Miscellaneous  corporation  fees  ^ 24, 271.  38 

Insurance  taxes  and  fees  « 459, 323. 10 

Total  special  taxes  from  corporations 2, 043, 573. 80 

General  property  tax  from  corporations  (estimated) :  / 

Steam  railroads •. 590, 270.  46 

Electric  and  elevated  railroads 52, 1 16.  95 

Capital  stock  and  franchises  of  railroads 10, 413.  48 

Capital  stock  and  franchises  of  miscellaneous  cor- 
porations   123, 880.  54 

Total  general  property  tax  from  above-named  corporations ....         776, 681. 43 

Total  state  taxes  from  corporations 2, 820,  255.  23 

oRev.  Stats.,  chap.  120,  sec.  3. 

*  Ibid.,  sec.  i. 

*^  Report  of  State  Auditor,  19 10. 

<*  Report  of  Secretary  of  State,  19 10.  One-half  of  the  amount  collected  during  the 
biennial  period.  A  small  part  of  these  items  was  refunded  for  fees  advanced  for 
charters  afterwards  refused. 

<  One-half  of  the  amount  collected  during  biennial  period. 

/  Estimated  by  applying  the  state  levy  of  35  cents  per  $100  to  the  assessed  values  of 
pcoperty.    Report  State  Auditor,  1910,  pp.  436,  437,  438,  470. 
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Other  taxes:a 

Food  licenses $&,  125. 00     • 

Pishing  licenses 2,.  725. 03 

Hunting  licenses 149, 007. 11 

Inheritance  tax 556, 257. 16 

General  property  tax  6  (less  $776,681. 43  collected 
from  corporations,  and  $1,064,102.94  distributed 
to  counties) 4, 836,  591. 60 

Total  state  taxes  not  from  corporations $5,  552, 705. 90 

Total  taxes  for  state  purposes,  all  sources 8, 372, 961. 13 

Receipts  from  sources  other  than  taxes: 

United  States  Government,  for  Soldiers  and  Sail- 
ors' Home  fund  and  agricultural  colleges  <> 190,  754.  75 

Interest  on  public  funds  • 48,  404.  33 

Miscellaneous  receipts  « 196, 889.  67 

Total  receipts  from  sotu*ces  other  than  taxes 436, 048.  75 

Total  state  taxes  and  receipts  for  state  pmposes 8, 809, 009. 88 

Total  state  receipts  distributed  to  counties i,  064, 102.  94 

Total  state  receipts,  all  sources 9, 873, 1 12.  82 

IV.  COMMENTS. 

Historical. 

Prior  to  1 849  there  were  neither  special  laws  taxing  corporations 
nor  general  laws  providing  for  their  incorporation.  The  first  leg- 
islative assembly  of  the  State  enacted  a  law  ^  taxing  bank  stock 
to  the  holders  for  state  purposes,  but  it  was  repealed  in  1823.  ^ 

In  1849  the  mcorporation  of  railroad,  telegraph,  manufacturing, 
agricultural,  and  some  other  companies  was  provided  for  under 
general  laws.*  The  property  of  railroads  so  incorporated  was,  for 
a  limited  time,  made  taxable  for  state  purposes  at  the  combined 
general  property  rates./ 

The  first  general  law  taxing  corporations,  enacted  in  1851,'' 
provided  a  tax  on  capital  stock  assessed  by  local  officials  at  the 
corporation's  principal  place  of  business. 

«  One-half  of  the  amount  collected  during  the  biennial  period. 
b  Part  of  this  conies  from  local  taxation  of  corporations,  but  it  is  impossible  practi- 
cally to  ascertain  the  amount  thus  received. 
«Laws  1819,  pp.  313,  318. 
*^Laws  1823,  p.  212 

«  Laws  1849  (ist  session),  pp.  87,  188.    Laws  1849  (2d  session),  p.  15. 
/  Laws  1849  (^d  session),  p.  25. 
9Lawsx85i,p.  55. 
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The  present  system  of  taxing  corporations  was  inaugurated  in 
1872.  Aside  from  certain  modifications  in  methods  of  administra- 
tion, it  has  been  changed  but  Uttle. 

Illinois  Central  Railroad  Taxes. 

The  Illinois  Central  Railroad,  by  reason  of  certain  privileges, 
grants,  and  franchises  conferred  upon  it  by  the  State,  pays  taxes 
on  property  at  the  state  rates  and  on  gross  receipts  at  5  per  cent. 
The  total  of  both  must  equal  at  least  7  per  cent  of  the  gross  receipts 
from  its  original  lines.  These  taxes  are  for  state  purposes  and  are 
in  lieu  of  other  taxes. 

The  branch  lines  acquired  since  its  organization  are  taxed  under 
the  general  revenue  laws  of  the  State  in  the  same  maimer  as  other 
railroads.® 

There  is  quite  a  contrast  between  the  results  obtained  by  taxing 
the  original  lines  on  gross  receipts  at  the  rate  of  7  per  cent  and  tax- 
ing subsequently  acquired  lines  on  property  at  the  general  property 
tax  rate. 

The  total  taxes  paid  by  ^11  lines  of  the  Illinois  Central  in  1 907 
amounted  to  $1,471,345.  Of  this  amount  the  original  lines  paid 
$i»238,536,  based  on  gross  receipts,  which  receipts  amounted  to 
$17,693,373.  Assuming  that  the  balance  of  the  taxes  paid, 
$232,809,  was  on  property  of  the  subsequently  acquired  lines, 
such  lines  paid  an  equivalent  of  less  than  ij  per  cent  on  their 
gross  receipts,  which  receipts  for  1907  amounted  to  $12,593,859. 

It  should  be  noted,  however,  that  the  7  per  cent  tax  on  gross 
receipts  is  partially  in  consideration  of  certain  land  grants  and 
other  privileges  conferred  by  the  State  upon  this  company  in  its 
original  charter,  and  allowance  should  be  made  for  this  in  com- 
paring the  gross  receipts  tax  on  its  original  lines  with  the  general 
property  tax  on  its  other  lines. 

Corporate  Excess  Theories  in  Four  States. 

The  statutes  of  Illinois,  like  the  statutes  of  Massachusetts, 
Connecticut,  and  Indiana,  provide  a  method  of  taxing  corporate 
excess,  namely,  taxing  that  intangible  value  found  by  deducting 
from  the  entire  corporate  value  the  value  of  property  taxed  to  the 
corporation  under  other  laws. 

Essential  differences,  however,  exist  as  to  methods  employed 
in  measuring  entire  value,  and  as  to  the  results  of  such  method 


o  Report  of  Attorney-General,  1905H3,  p.  108. 
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as  affecting  double  taxation,  basis  of  valuation,  application,  and 
administration. 

The  measure  of  corporate  value,  except  in  Massachusetts,  is 
considered  to  be  the  value  of  capital  stock  plus  bonded  indebted- 
ness. On  the  theory  that  bonds  are  taxed  to  the  holder  Massa- 
chusetts measures  the  entire  corporate  value  by  capital  stock 
alone  and  thus  avoids  double  taxation.  Connecticut  accomplishes 
the  same  purpose  by  exempting  bonds  in  the  hands  of  holders. 
On  the  other  hand,  both  Indiana  and  Illinois  tax  bonds  to  the 
holder,  and  to  the  corporation  also  by  including  bonded  indebted- 
ness m  the  entire  corporate  value. 

Market  value  is,  by  statute,  made  the  basis  of  valuation  in 
Massachusetts  and  Connecticut,  while  the  Indiana  and  Illinois 
statutes  leave  this  to  the  judgment  of  the  tax  commissioners. 
This  distinction,  a  very  important  one  in  practice,  makes  the  dif- 
ference between  a  corporate  excess  tax  that  is  effective  in  practice 
i^and  one  that  is  more  or  less  a  matter  of  theory  only. 
"inHfowis^-th^  "Corporate  excess  method  is  applicable  to  prac- 
tically all  domestic  corporations;  in  Indiana  to  practically  all  ex- 
cept railroads.  In  Massachusetts  it  applies  broadly  to  domestic 
and  foreign  corporations,  but  in  Connecticut  is  confined  to  domestic 
and  foreign  railroads.  Corporate  excess  is  valued  and  assessed 
in  Massachusetts  oy  a  single  state  officer,  in  Connecticut  by  a 
state  board,  in  Indiana  and  Illinois  by  state  commission  as  applied 
to  some  corporations  and  by  coimty  boards  as  applied  to  others. 

Corporations  Assessed  by  State  Board. 

The  State  Board  of  Equalization,  in  addition  to  assessing  cer- 
tain tangible  property  of  steam  and  street  railroads,  assesses  the 
corporate  excess  of  practically  all  domestic  corporations  except 
manufacturing,  coal-mining,  stock-breeding,  and  newspaper  com- 
panies, which  are  assessed  locally. 

The  method  adopted  by  the  State  Board  of  Equalization  for 
taxing  corporate  excess,  as  published  in  its  1909  report,  was  as 
follows: 

"First.  The  fair  cash  value  of  the  shares  of  capital  stock  (con- 
sideration being  given,  among  other  things,  to  the  value  of  the 
shares  of  stock  and  the  quotations  of  such  shares  in  the  market 
over  such  a  period  of  time  as  may  be  reasonable,  also  the  books 
of  said  corporations  and  the  retiuns  made  to  the  Auditor  of  Public 
Accounts  or  such  other  information  as  the  board  may  have  or 
may  be  able  to  obtain),  and  the  amount  of  the  indebtedness 


II.LINOIS.  63 

(except  indebtedness  for  current  expenses,  excluding  from  such 
exf)enses  the  amount  paid  for  the  purchase  or  improvement  of 
property)  shall  be  combined  or  added  together. 

**Said  State  Board  of  Equalization  shall  then  equalize  said 
amount  so  obtained,  so  that  said  companies  or  associations  shall 
be  assessed  as  near  as  practicable  upon  a  imiform  basis  with  other 
property  throughout  the  State. 

**  Second.  From  the  aggregate  amount  so  determined  and 
equalized  as  aforesaid,  there  shall  be  deducted  the  aggregate 
equahzed  valuation  of  all  tangible  property  of  such  corporation 
or  association,  respectively,  and  one-third  of  the  remainder,  if 
any,  shall  be  taken  and  held  to  be  the  assessed  value  of  the  capital 
stock  of  such  corporation  or  association,  including  the  franchise, 
over  and  above  the  tangible  property  thereof.*' 

Corporate  excess  of  both  steam  and  electric  railroads  in  1909 
was  valued  at  $2,975,281 .  Of  this  amount  $1 ,209,367  was  assessed 
to  electric  roads  and  $1,765,914  to  steam  roads,  of  which  latter 
amount  $1,139,100  was  assessed  to  industrial  roads  (or  roads 
serving  private  interests),  and  the  balance,  $626,814,  to  a  single 
railroad,  the  Chicago  and  Alton.  The  report  of  the  board  states 
that  the  equalized  value  of  tangible  property  of  the  other  rail- 
roads equaled  or  exceeded  the  equalized  value  of  their  capital 
stock,  leaving  tangible  property  only  to  be  assessed.® 

The  assessment  of  tangible  property  of  steam  railroads  in  1909 
by  the  state  board  was  $161,431,576;''  by  local  assessors, 
$7,217,126.*^  The  tangible  property  of  electric  roads  assessed  by 
the  State  for  the  same  year  was  $14,252,017;**  by  local  assessors, 
$638,540.* 

The  corporate  excess  of  companies  other  than  railroads  was 
$35,394,441;/  of  tangible*  property  of  the  same  companies  (local 
assessment)  $51,726,558./  Corporations  whose  tangible  property 
equaled  or  exceeded  the  value  of  their  capital  stock  and  debt  were 
assessed  (locally)  at  $59,230,906.^ 

«  Report,  State  Board  of  Equalization,  1909,  pp.  122,  123. 

^Ibid.,  p.  159. 

clbid.,  appendix,  p.  Ixxxii. 

^'Ibid.,  p.  165. 

^Ibid.,  appendix,  p.  Ixxxviii. 

/Ibid.,  p.  85. 

(7 Ibid.,  p.  121. 
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Total  Asssssmbnt  of  Foreign  and  Domestic  Stbam  and  Electric  Roads 
(except  Original  Lines  of  the  Illinois  Central  Railroad)  and  Dobcestic 
Corporations  Other  than  Manufacturing,  Coal-Mining,  Stock- Breeding, 
Printing,  and  Newspaper  Companies,  in  Illinois,  1908  and  1909. 


Item  assessed. 


Steam  roods: 

Corporate  excess 

Tangible  property,  state  assessment . 
Tangible  property,  local  assessment. 

Total  steam  roads 


Electric  roods: 

Corporate  excess 

Tangible  property,  state  assessment. 
Tangible  property,  local  assessment. 

Total  electric  roads 


X908. 


o  $1,101,036 

e94>867,5X3 
«  4, 4^5,870 


100,454,419 


a  991,370 

*  8. 557*631 

'394.  S04 


9> 943*405 


Aggregate  steam  and  electric no,  397, 824 


Other  corporations: 

Corporate  excess 

Tangible  property,  local  assessment . 

Total 


*  18,683,448 

*  61.941,830 


80, 6i5,  378 


Z909. 


*lx»76s.9i4 

d  161,431,576 

7,ai7,ia6 


170,414,616 


*  1,209,367 

^14,253,0x7 

*  638, 540 


16,099,924 


186,514.540 


'35.394»44» 
<xxo,  957 1464 


146, 3S»» 905 


o  Report  State  Board  of  Equalization,  1908.  p.  115. 

f>  Ibid.,  X909.  p.  123. 

« Ibid.,  1908,  pp.  151,  156.  "  Railroad  track"  and  "  Rolling  stock." 

rf  Ibid.,  1909,  p.  159. 

'  Ibid.,  X908,  appendix,  pp^  Ixxxi,  Ixxxvi. 

/  Ibid.,  1909,  appendix,  p.  Ixxxii. 

0  Ibid.,  1909.  appendix,  p.  Ixxxviii. 

*  Ibid.,  1908.  pp.  83.  113. 

<  Ibid.,  1909,  pp.  85,  121. 

The  combined  total  assessment  per  mile  of  steam  and  electric 
railroads  (except  the  original  lines  of  the  Illinois  Central  Railroad) 
was,  in  1908,  $8,517;  in  1909,  $i4,389.« 

Total  Taxable  Property. 

The  total  equalized  assessment  of  taxable  property  was,  in  1898, 
$778,000,000;  during  the  following  ten  years  there  was  a  gradual 
growth  to  $1,263,000,000.  The  maximum  increase  between  any 
two  years  did  not  exceed  24  per  cent;  in  1909,  however,  there  was 
an  increase  over  the  previous  year  of  $895,000,000,  or  71  per  cent.*^ 

This  was  due  very  largely  to  the  fact  that  in  1 909  equalized  assess- 
ments were  increased  from  20  to  333^  f)er  cent  of  true  value.  The 
increase  in  true  value  for  1909  was  $158,000,000,  or  2>^  per  cent.® 

o  Report,  State  Board  of  Equalization,  folder  opp.  p.  115,  1908;  ibid.,  p.  123,  1909. 
^  Ibid.,  appendix,  p.  lii,  1908  and  1909. 

c  Ibid.,  p.  lii.  Based  on  valuation  for  1908  multiplied  by  5;  valuation  for  1909 
multiplied  by  3. 
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Kecommendatkni  of  Revenue  Commission  of  1885. 

In  1885  a  special  committee  was  appointed  by  the  governor, 
imder  a  joint  resolution  of  the  legislature,  to  revise  the  revenue 
laws.*  The  committee  made  the  following  deductions  as  to  the 
principal  defects  in  the  operation  of  the  Illinois  system: 

**  First.  The  gross  inequality  in  the  assessments  of  different 
pieces  of  property  of  the  same  kind,  owned  by  different  individuals 
in  the  same  commimity,  and  of  different  kinds  of  property,  regard- 
less of  ownership;  as,  for  instance,  real  estate  and  personalty — 
a  large  proportion  of  the  personalty  escaping  all  taxes. 

**  Secondly.  The  arbitrary  and  unjust  operation  upon  individual 
assessments  of  the  system  of  equalization  between  counties  by  the 
state  board. 

"Thirdly.  The  low  rates  of  assessments. 

"  Foiulhly.  The  high  rate  of  taxation  permitted  by  law. 

"  Fifthly.  The  inadequacy  of  existing  methods  to  discover  and 
estimate  valuable  interests  which  have  grown  out  of  the  inventions 
and  refinements  of  modem  commerce. 

"Sixthly.  The  want  of  a  central  and  efficient  supervision  of  the 
administratioa of  the  revenue  laws  throughout  the  State.*' ^ 

With  reference  to  corporations,  the  commission  commented  as 
follows: 

"There  are  vast  aggregations  of  capital  employed  in  business 
enterprises  of  such  nattu'e  that  their  value  is  hard  to  measure  by 
the  methods  applicable  to  other  kinds  of  property.  Several  hun- 
dred million  dollars  are  invested  in  railroads  in  this  State,  repre- 
sented by  incorporated  companies.  Such  corporate  property  can 
not  be  estimated  in  like  manner  as  the  acres  of  a  farm,  a  herd  of 
cattle,  or  a  stock  of  goods.  Much  of  its  value  is  intangible,  con- 
sisting in  the  exercise  of  special  franchises.  Our  present  system 
endeavors  to  separate  the  tangible  property  of  the  corporation 
from  the  intangible.  *  *  *  The  separation  can  not  be  ration- 
ally made.  The  two  elements  of  value  belong  together.  *  *  * 
A  railroad  company  should  be  treated  for  taxation  as  a  w^hole,  as 
far  at  least  as  the  state  limits  will  permit;  and  it  should  be  esti- 
mated in  some  methods  consistent  with  its  nature  and  the  extent 
and  complexity  of  its  affairs.  So  with  telegraph,  telephone, 
express,  and  insurance  companies,  all  of  which  are  peculiar  and 
not  well  gauged  by  the  existing  method  of  valuation.**  ^ 

The  commission  recommended  a  separation  of  the  state  revenue 
from  local  taxation,  and  that  the  tax  on  railroads,  telegraph, 
telephone,  express,  and  insurance  companies  be  paid  directly  into 

^  Report  of  Revenue  Commission,  1886,  p.  i. 

b  Ibid.,  p.  ii. 

«  Ibid.,  pp.  V,  vi. 
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the  state  treasury,  for  state  purposes,  unless  there  should  be  a 
surplus,  in  which  case  provision  was  made  for  the  distribution 
of  the  surplus  to  the  counties  and  for  a  contribution  from  the 
counties  should  there  be  a  deficiency. 

Gross  receipts  of  railroads  were  recommended  as  being  the  true 
criterion  of  their  value  and  the  best  basis  for  their  taxation,  gross 
receipts  being  preferred  to  net  receipts  for  greater  certainty  and 
because  it  is  found  in  the  reports  of  railroad  companies  that  rela- 
tive proportions  of  gross  receipts  to  net  receipts  vary  in  different 
roads,  and  in  different  years,  within  narrow  limits. 

The  proposed  law  also  provided  for  a  tax  on  the  wire  mileage  of 
telegraph  companies,  on  instruments  of  telephone  companies,  and 
on  gross  receipts  of  express  companies. 

The  commission  recommended  numerous  other  changes  with  a 
provision  for  the  appointment  of  a  tax  commission  by  the  governor 
for  the  supervision  and  control  of  the  revenue  system  of  the  State, 
but  the  recommendations  were  not  adopted  and  the  general 
property  tax  still  prevails  in  IlUnois. 

Special  Tax  Commission  of  1909. 

A  law  of  1909  provided  for  the  appointment  by  the  governor  of  a 
special  tax  commission  of  seven  persons,  whose  duty  was  **to 
inquire  into  the  subject  of  assessment  and  taxation  for  state  and 
local  purposes,  the  operation  and  effect  of  the  laws  relating  thereto, 
and  the  expediency  of  revising  and  amending  such  laws  so  as  to 
establish  a  more  equal  and  just  system  of  raising  necessary 
public  revenues."  The  general  conclusions  of  a  report  published 
by  the  commission  in  19 10  were  as  follows: 

'*!.  That  the  aggregate  assessed  valuation  of  property  for 
pmposes  of  taxation  is  only  a  small  part  of  the  true  value  of 
tangible  taxable  property  in  the  State;  that  the  assessed  valua- 
tion is  much  less  than  the  fractional  part  of  true  value  provided 
for  in  the  revenue  law,  and  that  the  inevitable  result  of  such 
undervaluations  is  not  only  an  unnecessary  increase  in  the  nominal 
tax  rate  but  also  marked  inequalities  in  assessments  as  between 
different  classes  of  property  and  persons. 

**2.  The  most  serious  difficulties  appear  in  the  assessment  of 
intangible  personal  property,  such  as  moneys  and  credits,  mort- 
gages, bonds,  and  stocks.  The  assessment  of  such  holdings  on 
the  same  basis  as  tangible  property  appears  to  be  impossible; 
while,  if  possible,  the  result  would  be  highly  unjust  and  inequita- 
ble.    The  experiences  of  other  States  show  that  special  taxes  on 
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corporations  and  on  mortgages  and  other  kinds  of  intangible 
holdings  are  more  equitable  and,  at  the  same  time,  more  successful 
as  means  of  raising  pubUc  revenue. 

"3.  Large  inequalities  are  also  evident  in  the  assessment  of 
tangible  personal  property,  amounting  practically  to  considerable 
ejcemptions  at  the  discretion  of  assessing  officers. 

"4.  Even  in  regard  to  real  property,  there  are  considerable 
tmdervaluations  and  inequalities  in  the  basis  of  assessment. 

"5.  Considerable  criticism  has  been  made  of  the  local  assess- 
ment machinery  in  counties  under  township  organization,  and 
also  some  criticism  of  the  county  boards  of  review.  Imf)ortant 
changes  should  be  made  in  the  local  administration  of  the  revenue 
laws  so  as  to  secure  more  expert  and  more  responsible  officials, 
and  to  eliminate  political  and  local  influences. 

*'  6.  The  State  Board  of  EquaUzation  is  a  clumsy  and  ineffective 
body,  much  too  large  for  either  the  work  of  equalization  or  the 
valuation  of  railroad  property  or  capital  stock.  It  has  ceased  to 
attempt  any  equaUzation  of  local  assessments;  under  its  valua- 
tions of  railroad  property  the  taxes  paid  by  railroads  have  been 
declining  in  proportion  to  railroad  earnings  and  in  comparison 
with  the  total  taxes  levied  in  the  State,  while  the  assessment  of 
capital  stock  of  corporations  has  been  practically  limited  to  a 
small  number  of  public-service  corporations  in  Cook  County. 

"7.  The  study  of  tax  officials  in  other  States  shows  the  tendency 
toward  small  permanent  tax  commissions,  with  large  powers  of 
supervision  over  local  tax  officials  and  important  powers  of  assess- 
ing the  property  of  pubUc-service  corporations,  and  that  such 
commissions  have  proven  effective  in  bringing  about  large  improve- 
ments in  the  administration  of  the  tax  laws. 

"8.  The  aggregate  of  property  taxes  in  the  State  of  Illinois  from 
i860  to  1904  has  not  increased  at  any  greater  rate  than  the  esti- 
mated true  value  of  property.  State  and  county  taxes  since  1870 
have  increased  much  less  than  the  increase  in  the  true  value  of 
property;  but  city,  school,  and  other  local  taxes  have  been  rapidly 
increasing.  The  total  state  revenue  of  Illinois  is  much  less  than 
that  of  other  States  with  which  it  ranks  in  population,  wealth, 
and  industrial  development.   . 

"9.  Special  taxes  for  state  piuposes  have  been  developed  to 
some  extent  in  Illinois  in  recent  years.  But  the  corporation  fees 
and  inheritance  tax  produce  only  a  small  revenue  in  comparison 
with  the  revenue  from  corporation  taxes,  inheritance  taxes,  etc., 
in  the  large  Eastern  States. 

"  10.  There  are  numerous  minor  license,  inspection,  and  exami- 
nation fees,  which  produce  little  or  no  net  revenue,  and  some  of 
which  are  not  included  in  the  accounts  of  the  state  treasurer  or 
auditor." 
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MICHIGAN. 

I.  GENERAL  VIEW. 
Chief  Features. 

First.  The  broad  application  of  the  general  property  tax. 

Second.  The  exclusive  application  of  all  taxes  from  certain 
pablic-service  corporations  to  the  primary  school  fund. 

Third.  The  abandonment  of  the  gross  receipts  and  return  to  the 
general  property  tax  method. 

Property  Tax. 

General  Property  Tax. — All  corporations,  except  those  pay- 
ing the  state  property  tax  and  those  taxed  on  capital  stock  and 
net  profits,  are  subject  to  the  general  property  tax,  assessed  and 
collected  locally,  for  both  state  and  local  purposes. 

State  Property  Tax. — A  state  property  tax  (designated  by 
statute  a  ** specific  tax")  is  assessed  against  certain  classes  of  im- 
portant public-service  corporations.  This  tax  differs  from  the 
general  property  tax  only  in  that  (a)  it  is  assessed  and  collected 
by  the  State  for  the  benefit  of  the  primary  school  fimd;  (6)  it  is 
applied  at  the  average  rate  of  taxation;  and  (c)  it  is  in  Ueu  of  all 
other  taxes  except  on  property  not  used  in  the  business. 

Corporatioiis  Subject  to  the  State  Property  Tax. 

Railroad,  telegraph,  telephone,  express,  and  car  companies  are 
subject  to  the  state  property  tax  on  all  taijgible  and  intangible 
personal  property  and  on  such  real  property  as  is  necessary  for 
the  exercise  of  their  corporate  franchises. 

Corporations  Subject  to  Taxation  on  Capital  Stock  and  on  Net  Profits. 

Canal  and  river-improvement  companies  are  taxed  on  paid-up 
capital  stock;  plank  and  gravel  road  companies  on  their  yearly 
net  profits. 

These  taxes  are  in  lieu  of  other  taxes  and  are  payable  to  the 
State  for  the  benefit  of  the  primary  school  fund. 

Corporations  Subject  to  the  General  Property  Tax. 

Manufacturing,  mining,  mercantile,  waterworks,  light,  heat, 
electric  power,  and  all  corporations  other  than  those  before  men- 

69 


70  TAXATION   OF  CORPORATIONS. 

tioned  are  subject  to  the  general  property  tax  for  both  state  and 
local  purposes. 

^    Stockholders  and  Bondholders. 

•     Stock  of  domestic  corporations  is  not  taxed  to  holders.     Stock 
of  foreign  corporations  is  taxable,  but  only  to  the  extent  that  the 
shares  represent  untaxed  property  in  the  State.     Bonds  of  foreign 
V     and  domestic  corporations  are  taxable  to  holders. 

Foreign  Corporations. 

Foreign  corporations  are  practically  taxed  in  the  same  manner 
as  domestic  corporations. 

Administration. 

The  Board  of  State  Tax  Commissioners,  consisting  of  three 
members,  appointed  by  the  governor,  has  general  supervisory 
power  over  supervisors  and  assessors.  The  cardinal  duties  of  this 
commission  may  be  summarized  as  follows: 

(i)  To  see  that  all  property  subject  to  the  state  property  tax, 
and  the  general  property  tax,  is  assessed  at  true  cash  value. 

(2)  To  review  assessment  rolls  and  correct  assessments  upon 
hearings  granted. 

(3)  To  make  recommendations  for  amendments  to  tax  laws. 
This  board,  together  with  the  governor,  constitutes  a  state  board 

of  assessors  which  assesses  the  property  of  railroad,  car,  express, 
telegraph,  and  telephone  companies. 

Laws  providing  taxation  on  earnings  (i.  e.,  capital  stock  and 
net  profits)  are  administered  by  the  auditor-general.  The  auditor- 
general  also  prepares  a  statement  showing  the  amount  of  tax  to 
be  raised  for  state  purposes  and  apportions  the  same  among  the 
counties  in  proportion  to  the  valuation  of  the  taxable  property 
therein  as  determined  by  the  State  Board  of  Equalization. 

All  property  in  the  State  liable  to  taxation  (except  that  which 
is  subject  to  the  state  property,  the  capital  stock,  or  the  net  earn- 
ings taxes)  is  assessed  locally.  The  township  supervisor  and  two 
electors  in  townships,  and  city  councils  in  cities,  constitute  the 
board  of  review  with  authority  to  correct  and  approve  local  assess- 
ment rolls. 

The  assessing  officers  collectively  constitute  the  county  board 
of  "Supervisors,  which  has  authority  to  equalize  the  assessment  rolls 
between  the  townships,  wards,  or  cities. 

A  state  board  of  equalization,  consisting  of  the  lieutenant- 
governor,  auditor-general,  secretary  of  state,  state  treasurer,  and 
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commissioner  of  the  land  office,  meets  every  five  years  and  equal- 
izes the  assessment  of  all  property  taxed  under  the  property 
tax  laws. 

Taxes  levied  under  the  state  property  tax,  and  general  property 
tax,  are  collected  by  township  and  city  treasurers;  all  other  taxes 
are  collected  by  the  state  treasurer.** 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution. 

The  chief  constitutional  provisions  with  reference  to  corporate 
taxation  may  be  summarized  as  follows :  * 

The  legislature  shall  provide  for  annual  taxes  sufficient,  with 
other  resources,  for  the  payment  of  state  expenses. 

All  assessments  shall  be  at  cash  value. 

Taxation  shall  be  uniform,  except  on  property  paying  specific 
taxes  ,*^  and  taxation  of  property  paying  specific  taxes  (state 
property  tax,  capital  stock  tax,  and  taxes  on  net  profit^  must  be 
uniform  as  to  the  class  upon  which  they  operate.  The  revenue 
derived  from  these  taxes  shall  apply  to  the  primary  school  fimd. 

The  legislature  may  provide  for  assessment,  by  the  State  Board 
of  Assessors,  of  railroad,  telegraph,  telephone,  express,  and  car 
companies.  Property  so  assessed,  however,  must  be  taxed  at  the 
average  rate  actually  levied  upon  the  general  property  in  the  State. 

The  power  of  taxation  shall  never  be  surrendered  by  any  grant 

or  contract  to  which  the  State  or  any  municipal  corporation  shall 
be  a  party. 

Statutes.' 
/  Property  Tax. 

The  general  property  tax  applies  to  all  property  in  the  State 
except   exempted   property   and   the   property   of   corporations 

^  Sources  of  revenue  in  Michigan : 

Municipal  and  local  districts. — (a)  General  property  tax;  (b)  business  taxes  and 
licenses;  (c)  poll  tax. 

County. — (a)  General  property  tax;  (b)  business  taxes  and  licenses. 

State. — (a)  General  property  tax;  (6)  corporation  taxes;  (c)  inheritance  taxes; 
(d)  business  taxes,  licenses,  and  fees. 

6  Constitution  1909,  Art.  X,  sees.  1-9. 

cThis  clause  has  been  held  to  prohibit  double  taxation.  Stroh  v.  City  of  Detroit, 
131  Mich.  109  (1902). 

<* These  arc  the  only  "specific  taxes"  at  present  applicable  to  the  classes  of  corpora- 
tions herein  treated,  except  an  insignificant  tax  on  gross  earnings  of  certain  plank  and 
gravel  road  companies,  the  total  of  which  amounts  to  less  than  $100. 

^  Bxcept  as  otherwise  indicated,  the  references  given  herein  are  to  the  Compiled 
Laws  of  1897. 
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subject  to  the  state  property  tax,  the  tax  on  capital  stock,  and  the 
tax  on  net  profits.  It  is  assessed  and  collected  locally  for  both 
state  and  local  purposes. 

Bona  fide  indebtedness  is  deducted  from  credits  of  both  indi- 
viduals and  corporations." 

Certain  classes  of  important  public-service  corporations  are 
assessed  by  the  State  Board  of  Assessors  and  taxed  at  the  aver- 
age rate  actually  levied  upon  general  property  in  the  State.  This 
tax  is  designated  by  the  constitution  and  statutes  as  a  "specific 
tax.*'  Since,  however,  this  term  distinguishes  the  method  and 
purpose  rather  than  the  principle  upon  which  the  tax  is  based,  it 
is  herein  referred  to  as  the  state  property  tax.  The  use  of  all 
revenue  now  derived  from  this  tax,  the  tax  on  capital  stock,  and 
the  tax  on  net  profits  is  by  constitutional  provision  applied  to  the 
primary  school  fund.* 

The  average  rate  of  taxation  is  the  rate  which  the  State  Board  of* 
Assessors  shall  ascertain  and  determine  as  the  average  rate  actually 
levied  upon  general  property  in  the  State.  ^ 

Railroad  and  Depot  Companies. 

Railroads  are  valued  as  a  imit  and  taxed  under  the  state  property 
tax  at  the  average  rate  of  taxation  upon  all  property  owned  by 
them  in  Michigan,*'  except  real  estate  not  necessarily  used  in 
operating  the  road.  Such  real  estate  is  subject  to  the  general 
property  tax  for  both  state  and  local  purposes.  * 

Franchises  are  not  directly  assessed,  but  their  value  is  considered 
by  the  board  of  assessors,/  to  which  the  railroads  report  annually 
the  number,  par,  and  market  value  of  shares  of  capital  stock,  the 
length  of  line,  and  value  of  all  tangible  and  intangible  property 
both  within  and  without  the  State,  the  total  gross  receipts,  and  such 
other  information  as  the  board  may  deem  necessary  to  the  proper 
valuation  of  such  property.^ 

a  Compiled  Laws,  sec.  3842.  The  special  provision  for  the  assessment  of  corpora- 
tions in  general,  that  the  value  of  stock,  less  the  real  estate,  should  be  assessed,  as  well 
as  the  cash  value  of  all  personal  property,  less  bona  fide  indebtedness,  is  unconstitu- 
tional and  void.     Detroit  Citizens  Street  Railway  Co.  v.  Detroit,  125  Mich.  673  (1901). 

ft  Constitution,  Art.  X,  sec.  i. 

c  Attorney-General  v.  State  Board  of  Assessors,  143  Mich.  73  (1906). 

<*  Laws  1909,  act  49. 

«  Laws  1909,  act  49,  sec.  5,  and  act  309,  sec.  8.  Railroad  property  is  also  subject  to 
assessment  for  local  improvements.     Laws  1909,  act  309,  sec.  7,  subsec.  8. 

/  "  Franchises  not  to  be  directly  assessed  but  to  be  taken  into  consideration  in  deter- 
mining the  value  of  other  property."     Laws  1909,  act  49,  sec.  $. 

0  Laws  1909,  act  49,  sees.  5,  6. 
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The  value  of  property  of  interstate  railroads  within  the  State  is 
determined  on  the  mileage  basis  method,  namely,  by  ascertaining 
the  proportion  which  the  number  of  miles  of  main  track  within 
the  State  bears  to  the  entire  mileage  of  main  track  wherever 
located.  • 

The  diflBculties  met  by  the  board  in  applying  the  commercial 
value  to  the  proportion  of  railroad  property  within  the  State  is 
stated  as  follows  in  its  report  of  1907-8,  page  46c 

"The  fact  that  a  large  majority  of  the  properties  under  the 
jurisdiction  of  this  board  conduct  an  interstate  business  and  have 
from  approximately  2  per  cent  to  98  per  cent  of  their  properties 
outside  the  State,  is  an  important  and  puzzling  factor  in  deter- 
mining the  commercial  value  that  should  be  applied  to  that  por- 
tion of  such  properties  as  are  found  subject  to  the  taxation  laws  of 
Michigan.  *  *  *  The  board  is  convinced  that  no  hard  and 
fast  rule  can  be  laid  down  for  ascertaining  the  value  of  properties 
with  which  it  has  to  deal.  All  possible  facts  concerning  these 
properties,  including  physical  values,  financial  conditicms,  future 
probabilities,  and  successful  management  should  be  at  its  command 
for  consideration,  each  to  be  given  due  weight. 

**  It  is  along  these  lines  the  board  has  endeavored  to  work  out 
the  problem  of  the  commercial  value,  and  equality  of  taxation  as 
between  all  properties  within  its  jurisdiction  where  discretionary 
powers  are  granted  to  it  by  the  statute." 

Union  station  and  depot  companies  are  taxed  under  the  same 
provisions  of  this  act  and  in  the  same  manner  as  railroads. 

^  Express  Companies. 

These  companies  are  subject  to  taxation  by  the  State  at  the 
average  rate  of  taxation  upon  the  true  cash  value  of  all  property 
used  in  the  express  business  in  Michigan.  *  Property  not  used  in 
the  exercise  of  their  franchises  is  subject  to  the  general  property  tax 
for  both  state  and  local  purposes.* 

The  value  of  the  property  of  express  companies  within  the  State 
is  determined  by  the  State  Board  of  Assessors  as  follows : 

(a)  Cash  value  of  capital  stock  plus  bonded  indebtedness  deter- 
mines the  true  cash  value  of  the  entire  property. 

(6)  From  the  entire  value  is  deducted  the  value  of  all  real  prop- 
erty and  the  value  of  personal  property  not  used  in  the  express 

^  Laws  1909,  act  49,  sec.  9.  An  appraisal  of  Michigan  railroad  property  was  made  in 
1901  based  on  reports  of  Prof.  M.  £.  Cooley  and  Prof.  H.  C.  Adams.  These  reports  are 
known  as  the  "  Michigan  Railroad  Appraisal. ' '    (See  "  Comments. ") 

^  lyaws  1909,  act  49,  sec.  14. 

«Ibid.,  sec.  5. 
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business.  The  remainder  divided  by  the  aggregate  length  of  route 
gfives  an  average  value  per  mile. 

(c)  This  average  value  per  mile  multiplied  by  the  length  of  route 
in  Michigan,  plus  the  value  of  real  property  used  in  the  business 
within  the  State,  equals  the  assessable  value  subject  to  taxation 
by  the  state  board." 

All  express  companies  are  required  to  file  annually  with  the  State 
Board  of  Assessors  a  statement  showing  the  number,  par  and 
market  value  of  shares  of  capital  stock ;  the  total  amotmt  of  bonded 
indebtedness;  amount,  value,  and  location  of  their  real  and  per- 
sonal property,  including  money  and. credits;  the  length  and  names 
of  railroad,  ocean,  and  other  routes  over  which  the  company  has 
done  business  during  the  past  year ;  and  such  other  information  as 
the  state  board  may  deem  necessary.  ^ 

If  the  ocean  routes  of  any  company  so  differ  in  character  from 
its  other  routes  as  to  result  in  an  unfair  apportionment  on  the 
mileage  basis,  the  State  Board  of  Assessors  may  make  such  allow- 
ances as  in  its  judgment  will  place  all  routes  of  the  company  on  a 
parity.  ^ 

V  Car  Companies. 

Car  companies  are  taxed  by  the  State  at  the  average  rate  of 
,  taxation  on  the  value  of  property  owned  by  such  companies  in 
Michigan.^ 

Real  estate  not  necessary  to  the  exercise  of  the  franchises  of 
such  companies  is  subject  to  the  general  property  tax  for  both 
state  and  local  purposes.* 

Car  companies  contracting  to  furnish  cars  to  railroads  for  the 
transportation  of  passengers  are  denominated  '*  sleeping-car 
companies."/ 

The  value  of  the  personal  property  within  the  State  devoted 
to  the  sleeping-car  feature  of  the  business  is  determined  by  the 
State  Board  of  Assessors  as  follows:  The  aggregate  value  of  all 
cars  owned  by  each  such  company  is  multiplied  by  the  length 
of  the  route  in  Michigan;  this  amount  is  divided  by  the  entire 
length  of  the  route  over  which  the  cars  were  operated  during  the 
year;  the  quotient  represents  the  taxable  value  of  the  cars  oper- 
ated in  the  State./ 


a  Laws  1909,  act  49,  sec.  9. 
6  Ibid.,  sec.  6. 
<'  Ibid.,  sec.  9. 


^'Ibid.,  sees.  13,  14. 

« Ibid.,  sec  5. 

^Laws  1905,  act  283,  sec.  7. 
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Each  such  company  is  required  to  report  annually  to  the 
State  Board  of  Assessors,  the  value  of  its  franchise,  the  market 
or  actual  value  of  its  shares  of  capita  stock  and  the  amount  of 
same  invested  in  cars,  the  amoimt  of  mortgage  indebtedness 
upon  its  cars,  the  total  length  of  main  line  over  which  the  cars 
are  operated,  and  the  length  of  the  same  within  the  State." 

Car  companies  contracting  to  furnish  cars  to  railroads  for  the 
transportation  of  freight  are  assessed  in  practically  the  same  man- 
ner and  taxed  at  the  same  rate  as  sleeping-car  companies. 

These  companies  are  required  to  report  annually  to  the  State 
Board  of  Assessors  certain  data  specified  in  the  statute,  and  any 
additional  data  required.^ 

Telegraph  and  Telephone  Companies* 

Each  such  company  whose  annual  gross  receipts  within  the 
State  exceed  $500  is  subject  to  the  state  property  tax,  at  the 
average  rate  of  taxation,  upon  the  true  cash  value  of  all  property 
owned  by  it  in  Michigan,*^  except  real  estate  not  necessary  to  the 
exercise  of  its  franchise.^  Such  real  estate  is  subject  to  the 
general  property  tax  for  both  state  and  local  purposes.^ 

The  value  of  property  in  Michigan  is  determined  by  the  State 
Board  of  Assessors '  according  to  the  mileage  basis,  namely,  by 
taking  that  proportion  which  the  length  of  the  line  owned,  leased, 
or  otherwise  controlled  within  the  State  bears  to  the  entire  length 
of  lines  wherever  owned,  leased,  or  otherwise  controlled.*"  The 
annual  reports  made  by  these  companies  are  similar  to  those 
required  of  the  companies  hereinbefore  treated,  with  some  addi- 
tional items  peculiar  to  their  particular  line  of  business.^ 

y/Canal  and  River  Improvement  Companies. 

Canal  companies  pay  to  the  State  a  tax  of  three-fourths  of 
I  percent;^  and  river  improvement  companies  i  per  cent  on 
their  paid-up  capital  stock.*  These  taxes  are  in  lieu  of  other 
taxes,  except  the  general  property  tax  for  state  and  local  pur- 


<>Laws  1905,  act  283,  sec.  7. 
b  Laws  1909,  act  49,  sec.  6. 
<:Ibid.,  sees.  13,  14. 
'Ibid.,  sec.  $. 


«Ibid.,  sec.  9. 
/Ibid.,  sec.  6. 
^Compiled  Laws,  sec.  3992. 
*Ibid.,  sec.  6745. 
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poses  on  real  estate  not  necessary  to  the  exercise  of  the  corpo- 
rate franchise. 

Plank  and  Gravel  Road  Companies. 

Plank  and  gravel  road  companies  organized  under  the  laws  of 
1848  pay  to  the  State  a  tax  of  5  per  cent  on  their  yearly  net 
profits.  Such  companies  organized  under  the  laws  of  1851  pay 
to  the  State  a  tax  oi  2)4  per  cent  on  gross  earnings.  These  are 
in  lieu  of  all  other  taxes,  except  that  real  estate  not  necessary  to 
the  operation  of  the  corporate  franchise  is  subject  to  the  general 
property  tax  for  both  state  and  local  purposes.** 

J    Corporations  Subject  to  the  General  Property  Tax. 

All  corporations  other  than  those  above  treated,  including 
manufacturing,  mining,  mercantile,  street-railway,  waterworks, 
light,  heat,  and  electric-power  companies,  are  subject  to  the 
general  property  tax  for  both  state  and  local  purposes.* 

All  personal  property,  including  mains  and  wires,  of  gas, 
electric-light,  waterworks,  and  hydraulic  companies  is  assessed 
at  its  situs.  Tracks,  roads,  and  bridges  of  street  railways  and 
bridge  companies  are  also  assessed  at  their  situs,  but  other  per- 
sonal property  of  street-railway  and  bridge  companies  is  assessed 
at  the  place  where  the  principal  office  is  situated. 

Real  property  of  all  corporations,  except  that  assessed  by 
the  State  Board,  is  assessed  as  to  an  individual.^ 


a  Compiled  Laws,  sees.  6560,  6610.  Property  owned  by  a  plank-road  company 
and  used  as  a  toll  house  and  residence  for  the  keeper,  although  not  within  the  right 
of  way,  is  exempt  from  ordinary  taxation  while  so  used.  Plank  Road  Co.  t;.  Detroit, 
81  Mich.  562  (1890). 

ft  One  particular  waterpower  company  incorporated  under  act  39,  Laws  1883,  as 
amended  by  act  231 ,  Laws  1899,  may,  by  giving  notice  to  the  local  assessor  and  attorney- 
general,  elect  to  pay  to  the  State  for  state  purposes  a  tax  of  i  per  cent  upon  its  author- 
ized capital  stock  in  lieu  of  all  general  taxes. 

c  Compiled  Laws,  sees.  3828,  3831,  subsec.  16. 

The  legislature  has  provided  that  the  track  shall  be  assessed  as  personal  property. 
In  our  opinion,  this  term  should  be  construed  to  include  not  only  the  ties,  spikes, 
rails,  and  switches,  but  also  the  right  to  use  the  bed  upon  which  they  are  placed. 
Detroit  Citizens  Street  Railway  Co.  v.  Detroit,  125  Mich.  684  (1901). 

The  franchise  of  a  street-railway  company  by  which  it  acquires  the  r^ht  to  use 
the  streets  of  a  municipality  should  be  treated  as  a  part  of  the  railroad  and  taxed 
as  personal  property.     Detroit  v.  Donovan,  127  Mich.  604  (1901). 


MICHIGAN.  77 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  corporations,  except  banks,"  are 
exempt.* 

Shares  of  stock  in  foreign  corporations,  except  national  banks, 
are  taxed  to  the  holder  for  state  and  local  purposes  when  the 
property  of  such  corporations  is  not  taxed  in  Michigan.*  When 
a  part  of  the  property  is  taxed  in  Michigan,  the  shares  are  subject^ 
in  the  hands  of  the  holder,  to  taxation  in  proportion  to  the  value 
of  the  remaining  property. 

Bonds  of  domestic  and  foreign  corporations  are  taxed  to  the 
holder.*^ 

Foreign  Corporations. 

Foreign  corporations  are  generally  subject  to  the  same  pro- 
visions of  corporate  taxation  as  are  similar  domestic  corporations. 

III.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  19 lo  was  45  per  cent. 

Total  State  Receipts,  Taxes  from  Corporations,  Other  Taxes,  and  Receipts 
FROM  Sources  Other  than  Taxes,  Year  ended  Ju.ne  30,  igio.^* 

Total  state  receipts,  all  sources $12,  866,  701.  52 

Special  taxes  from  coiporations:  « 

Railroad  companies $4,  398,  810.  32 

Telephone  companies 323,  636.  72 

oThe  value  of  the  real  estate  is  deducted  from  the  value  of  pro])erty  of  banks  and 
the  balance  assessed  as  stock  to  the  holder.  Lenawee  County  Savings  Bank  v.  Adrian, 
66  Mich.  273(1887). 

b  Compiled  Laws,  sec.  3831,  subsecs.  7-9;  also  Opinions  of  Attorney-General,  1900, 
p.  169,  and  1902,  p.  125. 

Where  a  part  of  the  property  of  a  foreign  corporation  is  situated  within  the  State 
and  is  taxed  thereon,  the  shares  of  stock  of  such  corporation  are  taxed  to  the  holder 
after  allowance  has  been  made  for  the  value  of  the  property  so  taxed. 

Taxation  of  shares  of  stock  of  a  foreign  corporation  held  by  residents  of  this  State, 
all  of  whose  property  is  situated  and  taxed  in  this  State  is  double  taxation,  within 
the  prohibition  of  the  constitution  requiring  a  uniform  rule  of  taxation. 

For  the  purposes  of  taxation,  a  corporation  and  its  shareholders  arc  not  different 
persons,  or  the  corporate  property  and  shares  different  property.  Stroh  v.  City  of 
Detroit,  131  Mich.  109  (1902). 

The  question  whether  the  capital  stock  of  a  foreign  corporation  was  taxed  in  the 
State  where  it  was  organized  is  immaterial  since  the  stock  of  such  corporation  in  the 
hands  of  residents  acquires  a  situs  in  Michigan  for  the  purpose  of  taxation.  Bac(m  v. 
Board  of  State  Tax  Commissioners,  126  Mich.  22  (iqoi). 

<" Compiled  Laws,  sec.  3831,  subsec.  8,  par.  6;  Compiled  Laws,  sec.  3842,  subsec.  19, 

par.  5. 
»  Report  of  State  Treasurer,  1910,  p.  13. 

«  Practically  all  special  taxes  from  corporations  are  distributed  pro  rata  among  the 

various  counties  for  the  support  of  primary  schools. 
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Special  taxes  from  corporations — Continued. 

Express  companies $26,  6q6.  96 

Freight,  refrigerator,  and  car-loaning  companies. .  23,  543.  23 

Sleeping-car  companies 10, 336. 66 

Waterpower  companies 5, 150. 00 

Telegraph  companies 21, 12a  82 

River-improvement  companies 618.  80 

Plank  and  gravel  road  companies 141.  05 

Fire-insurance  companies  « 235, 658.  66 

Life-insurance  companies  * •. 225, 489.  92 

Miscellaneous  insurance  companies 22, 460.  98 

Franchise  fees 93, 956. 13 

—  '  -  —  ■       -  — 

Total  special  taxes  from  corporations $5, 387,  530.  25 

Other  taxes: 

Inheritance  tax 258, 320.  05 

Nonresident  wholesale  liquor  licenses 18,  208.  45 

General  property  tax  <^  (less  $275,897.27  distrib- 
uted to  counties  ^) 6, 112, 436. 01 

Hunters*  licenses 44,  392.  19 

Motor  vehicle  licenses 58,  369.  65 

Fisherman  licenses 11,  555.  00 

Peddler  licenses 2,  835.  00 

Total  state  taxes  not  from  corporations 6,  506, 1 16. 35 

Total  taxes  for  state  purposes,  all  sources 11, 893, 646.  60 

Receipts  from  sources  other  than  taxes: 

Sales  of  state  lands,  etc 179,  355.  98 

Interest 71,427.33 

Sundry  fees,  trespass  collections,  etc 123,  512.  51 

Miscellaneous  receipts,  escheats,  dividends,  etc ...        322, 861.  83 

Total  receipts  from  sources  other  than  taxes 697, 157.  65 

Total  state  taxes  and  receipts  for  state  purposes 12,  590,  804.  25 

Total  receipts  distributed  to  counties 275, 897.  27 

Total  state  receipts,  all  sources %. 12,  866,  701.  52 

IV.  COMMENTS. 
Historical. 

A  distinctive  feature  of  the  Michigan  system  is  that  after  having 
passed  through  the  early  period  when  corporate  property  was 
taxed  like  that  of  individuals,  then  through  the  years  when  the 
capital  stock  and  gross  receipts  taxes  were  collected  from  corpora- 


o  Fire-insurance  companies  pay  3  per  cent  on  gross  premiums  received  within  the 
State. 

ft  Life-insurance  companies  pay  2  per  cent  on  premiums  received  within  the  State. 

c  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  impossible  practi- 
cally to  ascertain  the  amount  thus  received. 

d  The  treasurer's  report  does  not  state  specifically  from  what  tax  this  sum  is  taken, 
but  it  is  assumed  to  have  come  from  the  general  property  tax. 
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tions,  the  State  finally  found  it  expedient  and  more  remunerative 
to  return  to  the  principle  of  taxing  these  corporations  by  the  ad 
valorem  method,  including  in  the  valuations  the  nonphysical  or 
intangible  values. 

Again,  there  are  many  States  where  the  great  corporations  of  a 
public-service  nature,  such  as  railroad  companies,  are  and  always 
have  been  subject  to  the  ad  valorem  tax,  the  valuations  now 
being  made  by  state  authorities  but  being  apportioned  to  the 
localities  where  the  corporate  property  is  situate.  On  the  other 
hand  there  are  but  few  States  other  than  Michigan  (Wisconsin 
being  one)  where,  after  having  assessed  the  property  of  the  cor- 
poration, the  State  then  collects  the  entire  tax  on  all  the  property 
used  in  the  company's  business  and  expends  the  proceeds  in  such 
a  way  as  to  allow  every  section  of  the  State  to  receive  the  benefit, 
instead  of  only  the  counties  in  which  the  corporate  property  is 
located. . 

The  early  period,  during  which  corporations  were  not  numerous 
and  their  property  was  taxed  hke  that  of  individuals,  is  found  to 
be  similar  to  that  in  most  other  States.  Prior  to  the  adoption  of 
the  constitution,  1850,  the  tax  laws  of  *  Michigan  affecting  the 
property  of  corporations  were  confined  practically  to  the  taxation 
of  shares  of  stock,  though  as  early  as  1838  banks  were  taxed  on 
capital  stock  for  state  purposes.  In  1853  property  of  private  cor- 
porations, unless  made  exempt  by  some  special  provision,  was 
assessed  in  the  name  of  the  corporation.  During  the  same  year 
mining  companies  were  made  subject  to  a  tonnage  tax  on  output. 
In  1867  the  gross-receipts  method  was  first  introduced.  Telegraph 
and  express  companies  were  required  to  pay  on  this  basis.  In 
1873  railroads,  which  since  1846  had  (except  for  a  short  period) 
paid  on  capital  stock,  were,  together  with  sleeping-car  companies, 
brought  under  the  gross-receipts  tax.  By  1882  this  method  had 
been  extended  until  it  included  all  the  principal  public-service 
corporations,  freight  line  companies  having  been  added.  Street- 
railway  companies  were  never  made  subject  to  the  gross-receipts 
tax.  Manufacturing  corporations  at  an  early  date  (1853)  were 
required  to  pay  one-half  of  i  per  cent  per  annum  on  capital  stock, 
but  by  1872,  and  from  then  on,  were  subject  only  to  the  property 
tax  like  individuals.  Corporate  property  in  general,  where  no 
specific  provision  for  taxing  the  corporation  existed,  has  always 
been  taxed  like  that  of  individuals. 

The  return  to  the  ad  valorem  method  of  taxing  corporations  for 
state  purposes,  and  the  abandonment  of  special  taxation,  such  as 
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that  Upon  gross  receipts,  took  place,  so  far  as  railroad,  express,  and 
car  companies  were  concerned,  in  1901.  An  amendment  to  the 
constitution  in  1900  had  authorized  the  legislature  to  provide  for 
the  collection  of  ad  valorem  taxes  from  corporations  at  the  average 
rate  levied  upon  other  property  upon  which  ad  valorem  taxes 
were  assessed  for  state  and  local  purposes.  For  years  the  laws 
governing  the  taxation  of  railroad  and  some  other  corporations, 
notably  telegraph  companies,  had  not  been  exactly  similar  for  all 
companies  of  the  same  class.  For  instance,  railroads  constructed 
tmder  an  act  of  1855  were  at  one  time  taxed  i  per  cent  per  annum 
on  value  of  capital  stock,  while  those  constructed  under  an  act  of 
187 1  were  taxed  at  from  i>2  to  3  per  cent  on  gross  receipts.  The 
Board  of  State  Tax  Commissioners,  in  its  report  for  1900,  said  that 
for  at  least  twenty  years  legislative  controversies  had  taken  place 
over  dissatisfaction  with  the  gross-earnings  method  of  taxing  rail- 
roads. In  order  to  effectually  reestablish  the  ad  valorem  system 
of  taxing  railroads,  a  detailed  physical  valuation  and  a  valuation 
of  the  nonphysical  or  intangible  element  was  made  with  respect  to 

all  railroads  operating  in  the  State. 

« 

The  methods  used  in  making  the  valuation  of  railroad  property 
in  Michigan,  the  problems  encountered,  etc.,  will  be  taken  up. 
Before  doing  so,  however,  it  is  well  to  note  the  chief  reasons 
ascribed  by  the  Board  of  State  Tax  Commissioners  for  rejecting 
some  of  the  familiar  methods  of  railroad  taxation  which  had 
been  suggested. 

(i)  To  tax  stock  at  its  par  value  the  commission  thought  would 
be  without  precedent  and  unfair  as  values  go,  the  variation  in 
stock  values  ranging,  as  they  do,  from  3  to  150  per  cent. 

(2)  The  method  of  taking  the  actual  value  of  stock  alone  as 
shown  upon  the  market  would  not  take  into  consideration  bonded 
indebtedness  and  would  in  but  few  cases  approach  actual  value. 

(3)  As  to  market  quotations  of  both  stocks  and  bonds,  it  was 
found  that  stocks  and  bonds  of  but  nine  Michigan  railroads  were 
Uf)on  the  market;  that  the  stocks  and  bonds  of  all  others  were 
unknown  to  the  open  market,  and  that  such  a  method  of  valuation 
could  not  be  applied  except  in  a  few  cases. 

(4)  Gross  or  net  earnings  would  offer  a  sufficient  basis  upon 
which  to  estimate  the  tax,  hut  constitute  only  one  of  the  elements 
from  which  values  can  be  ascertained.  Moreover,  the  State  could 
not  know  that  reports  of  net  earnings  were  always  correct.  Again, 
"if  the  State  adopt  such  method  for  railroads,  should  it  not 
adopt  a  like  course  witli  every  other  corporation  and  for  other 
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taxable  properties  ?  "  On  the  basis  of  net  earnings,  if  a  company 
should  stoTno  net  earnings  in  any  year,  it  would  escape  taxation 
entirely,  though  having  millions  of  dollars  in  physical  property. 
The  net-earnings  tax  puts  the  railroad  in  the  position  of  assessing 
itself.* 

Results   of   the   Change   from   the   Earnings   to   the   ad   valorem 
System. 

As  has  been  stated,  the  ad  valorem  method  was  applied  to  rail- 
road, express,  and  car  companies  in  1901.  Telegraph  and  tele- 
phone companies  were  included  later.  The  effect  of  the  change  in 
method  was,  in  the  case  of  railroad  companies,  to  increase  the 
taxes  paid  to  the  State  by  these  companies  from  $1,483,906.95  in 
1901  to  $3,288,162.06  in  1902,  or  121  per  cent.* 

The  following  table  shows  the  amount  of  taxes  levied  annually 
for  four  years  upon  such  companies  under  each  system: 


Tax  on  gross  eamhiKs  of  railroads.  I  Ad  valorem  tax  on  railroad  property 


1898 $1,091,526.39      190a $3,288.16^.06 

X899 '»  240.  745-  27       1903 3.  756. 149-  42 

1900 1.356.857-96       1904 3, 330. 350- 59 

1901 1, 483*  906. 95    I   1905 3.527.059.61 


Total 5,  I73»036.  57 


Total 13.Q01, 721.68 


In  determining  the  value  of  property  in  Michigan  a  difficulty  was 
met  in  the  form  of  a  claim  by  express  companies  to  the  effect  that 
oceanic  mileage  should  be  considered  as  valuable  per  mile  as  the 
average  of  railroad  routes  over  which  their  cars  traveled.  In 
other  words,  a  certain  company  claimed  137,390  miles  of  ocean 
route  as  well  as  6,022  miles  of  European  railroad  route,  1,324 
miles  of  Canadian  rail  and  water  route,  and  42,068  miles  of  rail 
and  water  route  in  the  United  States.^  The  average  valuation 
on  this  basis  was  $49.62  per  mile,  but  disregarding  the  ocean  mile- 
age it  would  be  $184.86  per  mile,  or  an  increase  from  $292,045  to 
$968,278  in  the  total  valuation  of  this  particular  company's  prop- 
erty in  Michigan. 

As  a  result  of  the  elimination  of  all  ocean  mileage  in  1905  by  the 
board,  on  the  ground  that  such  mileage  did  not  constitute  a 

«  Report  of  Board  of  State  Tax  Commissioners,  1900,  pp.  67  et  scq. 
^Ibid.,  1905-6,  p.  36. 

«  Report  of  Board  of  State  Tax  Commissioners  and  State  Bojird  of  Assessors,  1905-6, 
pp.  38-40. 
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route  within  the  meaning  of  the  law,  legal  provision  was  made  in 
1909**  for  an  allowance  in  the  mileage  apportionment  where  it 
appeared  that  the  inclusion  of  the  full  mileage  of  ocean  routes  of 
the  company  would  be  unfair.  * 

The  railroads  attacked  the  method  of  ascertaining  the  rate  of 
taxation,  contending  that  the  fixing  of  the  rate  is  a  legislative 
function.  The  statute  prescribes,  as  a  rate  of  taxation  upon  rail- 
road property,  the  average  rate  of  taxation  on  all  other  property 
subject  to  ad  valorem  taxes.  The  Supreme  Court  of  the  United 
States  held,  however,  that  where  a  legislature  enacts  a  specific 
rule  for  fixing  a  rate  of  taxation,  by  which  rule  the  rate  is  mathe- 
matically deduced  from  facts  and  events  occurring  within  the 
year  and  created  without  reference  to  the  matter  of  that  rate, 
there  is  no  abdication  of  the  legislative  fimction,  but,  on  the 
contrary,  a  direct  legislative  determination  of  the  rate.*^ 

Methods  and  Results  of  the  Railroad  Appraisal  in  Michigan. 

(A)  Vai^uation  of  Physicai^  Properties. — ^The  following 
statement,  by  Mortimer  E.  Cooley,  who  had  charge  of  the  physical 
valuation  of  railroad  property,  is  taken  from  Michigan  Political 
Science  Association  Publications:  ^ 

**A  careful  consideration  of  the  different  methods  of  appraising 
corporate  properties  led  to  the  selection  of  the  plan  of  finding, 
first,  the  cost  of  reproducing,  rebuilding,  or  reacquiring  the  sev- 
eral elements  entering  into  and  constituting  the  property  as  a 
whole,  assuming  the  location  and  the  conditions  governing  such 
cost  as  they  exist  to-day;  and,  second,  to  affect  such  of  the  ele- 
ments as  can  wear  and  depreciate  with  use  by  percentage  factors 
representing  the  present  condition  as  found  by  actual  inspection 
in  the  field,  the  value  of  a  new  element  beirtg  considered  100  per 
cent.  The  first  of  the  values  will  be  referred  to  as  the  'cost  of 
reproduction,'  the  second  as  the  'present  value,'  in  both  cases  of 
the  physical  properties  only. 

"Viewed  from  the  engineer's  standpoint,  the  advantage  of  this 
plan  will  be  speedily  recognized.  Aside  from  the  financiering, 
the  building  of  a  railroad  is  largely  an  engineer's  problem.  The 
natural  and  simple  course  was  therefore  to  proceed  in  the  same 
manner  as  if  a  new  road  were  projected  in  the  exact  location  of 
the  present  road,  and  compute  the  cost  of  building  and  equip- 
ping this  road  to  the  extent  already  existing^  everything  being  jiew, 

Or  Laws  1909,  act  49. 

ft  Reports  of  Board  of  State  Tax  Commissioners  and  State  Board  of  Assessors,  1905-6, 
p.  40;  1907-8,  p.  47.   * 

<*  Michigan  Central  Railroad  v.  Powers,  201  U.  S.  245  (1906). 
«*  Vol.  IV,  pp  285-292  {1901). 
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and  then  fix  other  values  representing  the  actual  or  present  con- 
dition  of  those  elements  subject  to  change  with  time.  In  other 
words,  the  first  part  of  the  work  has  been  done  in  the  same  manner 
as  would  be  required  by  the  railroads  themselves  if  projecting  new 
work.    *    *    * 

**The  plan  of  organization  of  the  work  was  as  follows:  Expe- 
rienced men  were  selected  to  act  as  chief  inspectors  in  charge  of 
the  more  important  divisions  of  the  work.  To  these  men  fell  the 
task  of  directing  operations  in  the  field  and  in  the  office.  *  *  * 
The  railroad  appraisal  embraced  the  two  divisions  of  civil  and 
mechanical  engineering. 

"Suitable  blank  forms  having  been  prepared,  a  force  of  men 
was  detailed  to  secure  from  the  records  on  file  in  the  engineers' 
offices  all  available  data  relating  to  surveys,  right  of  way,  and 
station  groimds,  real  estate,  grading,  tunnels,  bridges,  trestles 
and  culverts,  rails,  fencing,  station  buildings  and  fixtures,  shops, 
rotmdhouses,  and  turntables,  water  and  fuel  stations,  grain  ele- 
vators, warehouses,  docks  and  wharves,  and  miscellaneous  struc- 
tures. This  information,  properly  entered  upon  the  blank  forms, 
was  put  in  the  hands  of  experienced  railroad  engineers,  who  pro- 
ceeded over  the  road  by  means  of  hand  cars  or  on  foot  and  made 
a  personal  inspection  of  all  the  separate  items,  adding  to  and  per- 
fecting the  records  as  might  be  found  necessary.  At  the  same 
time  the  condition  of  the  ties,  rails,  track  fastenings,  frogs,  switches 
and  crossings,  ballast,  track  laying  and  surfacing,  fencing,  cross- 
ings, cattle  guards  and  signs,  interlocking  and  signal  apparatus 
was  noted,  a  complete  record  of  all  observations  being  made  in  a 
field  book  provided  for  the  purpose.  The  data  obtained  in  the 
office  and  in  the  field  correspond  to  that  which  would  have  been 
obtained  by  actual  surveys. 

"After  the  field  inspection  all  data  and  information  thus  far 
obtained  were  turned  into  the  computing  office,  where  separate 
items  were  worked  up  and  the  costs  of  these  items  new  and  their 
present  values  obtained.  To  expedite  the  work  and  insure  more 
uniform  results,  a  set  of  tables  was  compiled,  showing  unit  prices 
for  all  the  diflferent  elements.  By  this  means  it  was  possible,  hav- 
ing carried  the  work  to  a  certain  point,  to  pick  from  the  tables  the 
prices  needed,  thus  obtaining  directly  the  cost  of  the  different 
quantities.  The  utility  of  these  tables  can  not  be  too  highly 
emphasized,  and  the  work  required  in  their  preparation  saved 
many  weeks  of  time  and  made  it  possible  to  use  less  experienced 
men  in  the  computing  office. 

"The  results  obtained  in  the  computing  office  were  then  sent  to 
the  compiling  office,  where  they  were  carefully  arranged  under  their 
respective  headings,  the  final  record  being  a  complete  inventory 
of  practically  everjrthing  f oimd  belonging  to  the  railroad .  For  con- 
venience and  in  order  that  the  results  might  be  more  clearly  under- 
stood they  were  compiled  in  accordance  with  the  *  Classification 
of  construction  accounts '  prescribed  by  the  Interstate  Commerce 
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Commission.     A  few  additional  items  were  found  necessary,  mak- 
ing in  all  thirty-seven  different  accounts.     *    *    * 

**  Under  the  head  of  mechanical  engineering  a  careful  inventory 
and  inspection  was  made  of  all  shop  machinery  and  tools,  loco- 
motives, passenger,  freight,  and  miscellaneous  equipment,  and  of 
stores  and  supplies.  This  work  was  very  thoroughly  done  and 
included  the  inspection  of  practically  every  locomotive  and  pas- 
senger car  belonging  to  Michigan  roads.  About  33,000  freight 
cars  were  inspected,  and  of  these  nearly  15,000  belonged  to  Mich- 
igan roads,  the  others  being  foreign  cars  and  private-line  cars. 
An  important  question  arose  in  the  division  of  rolling  stock  be- 
longing to  interstate  roads.  Should  it  be  divided  in  proportion 
to  the  main-track  mileage,  the  total  track  mileage,  the  car  mileage, 
or  the  gross  earnings?  A  careful  consideration  of  the  several 
plans  led  finally  to  the  selection  of  car  mileage  as  the  most  suit- 
able basis  for  division  of  passenger  and  freight  equipment  and 
of  locomotive  mileage  for  the  locomotive  department.  Where 
it  was  impossible  to  obtain  the  car  or  locomotive  mileage 
data,  main-track  mileage  was  used  as  the  basis  for  division.  In 
those  cases  where  a  single  arm  or  division  of  a  large  system  pro- 
jected into  the  State,  the  problem  was  confined  to  this  arm  or 
division. 

"The  telegraph  and  telephone  lines  belonging  to  the  railroads 
also  proved  to  be  a  difficult  problem,  as  it  was  necessary  to  sepa- 
rate the  lines  used  exclusively  by  the  railroads  from  those  belong- 
ing to  the  telegraph  companies,  and  to  still  further  separate  those 
owned  jointly.  Every  mile  of  telegraph  was  inspected  and  the 
condition  of  the  poles,  wires,  and  instruments  determined  by 
frequent  examination. 

"  Perhaps  no  part  of  the  work  involved  so  much  discussion  as 
the  matter  of  right  of  way,  station  groimds,  and  real  estate.  It 
is  well  known  that  a  railroad  right  of  way  costs  considerably  more 
than  the  value  of  the  land  for  other  purposes.  The  question  at 
issue  was  whether  the  railroad  should  be  charged  for  what  the 
right  of  way  actually  cost  or  for  what  it  was  worth  for  other  pur- 
poses before  it  was  purchased.  There  could  be  no  question,  it 
would  seem,  that  the  first  cost  or  cost  of  reproduction  should 
include  the  actual  price  paid  for  the  right  of  way.  Certainly  this 
is  one  of  the  elements  for  which  money  must  be  raised  the  same 
as  engineering,  legal  expenses,  interest  and  discount,  and  mis- 
cellaneous expenses,  including  the  expenses  of  organization  and 
contingencies.  Theoretically,  at  least,  the  cost  of  reproducing 
may  be  considered  to  represent  the  value  of  a  legitimate  bond 
issue,  and  to  such  extent  the  value  of  a  railroad. 

"The  question  whether  the  increased  cost  of  right  of  way  over 
and  above  the  value  as  determined  by  contiguous  property  may 
properly  be  included  in  the  present  value  of  a  railroad  is  a  matter 
about  which  tliere  may  be  difference  of  opinion.  The  true  cash 
value  of  a  thing  has  been  defined  as  the  price  upon  which  a  piu"- 
chaser  and  a  seller  mutually  agree,  and  at  which  an  actual  transfer 
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takes  place.  If  an  attempt  were  made  to  purchase  an  existing 
right  of  way — ^as,  for  example,  an  entrance  into  a  city — if  the 
owner  were  willing  to  sell  at  all  he  surely  would  take  into  con- 
sideration what  it  would  cost  the  purchaser  to  get  into  the  city 
by  any  other  route,  and  the  prospective  purchaser  would  surely 
consider  what  it  would  cost  him  by  another  route. 

"The  conclusion  finally  reached  was  to  add  to  the  value  of  the 
right  of  way  as  determined  by  contiguous  property  an  amount 
fairly  representing  the  actual  cost  to  the  railroad.  A  very  careful 
examination  was  made  of  records  on  file  at  county  seats  and  else- 
where, showing  the  transfer  of  a  large  number  of  pieces  of  property, 
both  to  railroads  and  to  other  purchasers.  As  a  result  of  this 
examination  throughout  the  State,  it  was  found  that  the  actual 
price  paid  by  the  railroad  was  from  100  to  125  per  cent  in  excess 
of  the  value  as  determined  by  adjacent  property. 

"Special  inspectors,  experts  in  land  values,  were  assigned  to  the 
task  of  determining  the  value  of  the  lands  through  which  the 
railroads  run,  and  for  this  work  the  commissioners  are  greatly 
indebted  to  a  large  number  of  citizens  who  very  courteously 
entered  upon  the  task  of  filling  out  the  blanks  requesting  informa- 
tion as  to  the  value  of  properties  in  their  respective  localities. 
The  reports  from  these  gentlemen  were  so  complete  as  to  leave 
no  doubt  as  to  the  thoroughness  of  their  investigation.  Having 
in  this  way  determined  the  value  of  the  different  kinds  of  land, 
it  becomes  necessary  to  determine  the  amounts  of  each  kind  be- 
longing to  the  several  roads.  In  this  much  assistance  was  re- 
ceived from  the  local  engineers,  who,  on  account  of  their  familiarity 
with  their  runs,  were  able  to  give,  with  considerable  accuracy,  the 
extent  of  the  lands  of  different  grades  on  their  respective  lines. 

"  In  order  that  there  might  be  no  question  as  to  the  suitability 
of  the  methods  employed,  a  board  of  review  was  appointed,  con- 
sisting of  Messrs.  Octave  Chanute  and  Maj.  G.  W.  Vaughn,  of 
Chicago;  Mr.  Charles  Hansel,  of  New  York;  and  Prof.  Charles  E. 
Greene,  of  Ann  Arbor.  All  these  gentlemen  are  members  of  the 
American  Society  of  Civil  Engineers,  Mr.  Chanute  being  a  past 
president  of  the  society.  With  years  of  experience  to  ripen  their 
judgfment,  and  with  minds  free  from  all  details,  they  were  asked 
to  consider  the  different  questions  arising  in  the  work  about 
which  there  might  be  doubt,  and  to  formulate  rules  for  procedure 
in  those  cases  admitting  of  a  variety  of  opinions,  as,  for  example, 
the  division  of  rolling  stock  on  interstate  roads,  the  value  of  a 
right  of  way,  the  percentages  to  be  added  for  the  items  of  engineer- 
^Sf  legal  ex|>enses,  interest  and  discotmt,  organization  and  con- 
tingencies, and  many  others. 

**The  actual  work  of  field  inspection  of  railroads  was  begun 
about  September  15  and  finished  December  15.  Complete  results 
were  obtained  for  all  the  roads  in  Michigan  and  submitted  to  the 
board  of  tax  commissioners  the  last  of  January,  1901.  These 
results  were  completely  rechecked  and  very  elaborately  compiled 
in  several  large  volumes,  the  final  work  being  completed  May  i. 


86 


TAXATION   OF  CORPORATIONS. 


It  is  proper  to  add  in  this  connection  that  the  cordial  assistance 
of  the  raikoads  themselves  aided  greatly  in  expediting  the  work. 

**The  following  table  shows  the  results  obtained  for  all  the  in- 
corporated railroads  of  Michigan : 


Summary  op  ALh  Raii^roads. 


MILEAGE. 


Main  track 7ro8a. 35 

Second  track 164. 8.1 


Branches 73a  9a 

spurs  and  sidings a»904. 70 


VALUE  OF  PHYSICAL  PROPERTIES. 


No. 


z 
a 
3 
4 
5 
6 

7 
8 

9 
10 
zz 

za 
K3 
X4 
15 
z6 

17 
x8 

X9 
ao 

2Z 

aa 
23 
24 
as 
26 

27 
28 

29 
31 
32 
33 
34 
35 
36 


Subject. 


Engineering:,  4  per  cent,  itezns  to  25,  inclusive,  and  33 

Right  of  way  and  station  grounds 

Real  estate 

Grading 

Tunneb 

Bridges,  trestles,  and  culverts   

Ties  (cross  and  switch  ties) 

Rails 


Track  fastenings 

Frogs,  switches,  and  crossings 

Ballast 

Track  laying  and  surfacing 

Fencing 

Crossings,  cattle  guards,  and  signs 

Interlocking  and  signal  apparatus 

Telegraph  (30)  telephones 

Station  buildings  and  fixtures 

Shops,  roundhouses,  and  turntables 

Shop  machinery  and  tools 

Water  stations 

Fuel  stations 

Grain  elevators 

Warehouses 

Docks  and  wharves 

Miscellaneous  structures 

Locomotives ' 

Passenger  equipment 

Freight  equipment 

Miscellaneous  equipment 

Ferries  and  steamships 

Electric  plants 

Terminals 

Legal  expenses.  0.5  per  cent,  items  2-25.  inclusive,  and  33 . 

Interest.  3  per  cent,  items  1-34.  inclusive 

Miscellaneous  expenses: 

Organization,  1.5  per  cent 

Contingencies,  10  per  cent 


Total  cost  of  construction  and  equipment. 
Value  of  nonphysical  properties 


37 


Total  value  of  physical  and  nonphysical  properties 


Stores  and  supplies. 


Cost  of  re- 
production. 


$S>386,77a 

27» 745*313 

863,337 
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(B)  Vai^uation  of  thk  N<M*?HY&icAtr  EiriRMENT. — The  follow- 
ing statement,  by  Henry  C.  Adattts,  who  had  charge  of  the  non- 
physical  valuation  of  railroad  property,  is  also  taken  from  Michigan 
Political  Science  Association  Publications :  * 

"The  task  assigned  to  me  by  the  Board  of  State  Tax  Commis- 
sioners was  the  appraisal  of  the  nonphysical  or  intangible  element 
in  railway  property.  To  appreciate  the  conditions  under  which 
this  was  done,  it  must  be  understood  that  the  commission  had 
already  provided  for  the  valuation  of  the  tangibte  elements  of  rail- 
way property  before  the  valuation  of  the  nontangible  elements  was 
taken  up.  Professor  Cooley,  tmder  whose  direction  this  appraise- 
ment was  carried  through,  has  explained  to  you  the  method  which 
he  adopted,  and  no  one  familiar  with  the  details  of  this  appraisal 
can  express  too  strongly  his  appreciation  of  the  work. 

*'The  theory  upon  which  the  computation  of  intangible  values 
rests  is  that  all  property  assigned  to  a  productive  purpose  secures 
its  value  from  the  fact  that  it  is  the  source  of  current  income. 
Many  other  extraneous  influences,  of  course,  affect  this  value, 
but  in  the  long  run  the  *true  cash  value '  must  be  the  capitalization 
of  an  assured  income.  A  certain  portion  of  this  value  is  taken  up 
by  the  worth  of  the  tangible  property ;  the  remainder,  if  there  be 
any,  must  be  regarded  as  traceable  to  the  earning  power  of  the 
business.  Such,  at  least,  was  the  theory  upon  which  I  proceeded 
in  appraising  the  intangible  value  of  Michigan  railways. 

"Two  or  three  important  questions  arise  in  working  out  this 
theory.  The  one  which  first  suggested  itself  pertains  to  the  period 
that  should  be  accepted  for  the  purpose  of  arriving  at  average  net 
earnings.  Railway  earnings  are  subject  to  violent  fluctuations 
from  year  to  year,  and  on  this  account  a  road  of  considerable  value 
one  year  might  be  deprived  of  its  value  the  next  year  should  the 
net  earnings  of  each  year  be  made  the  basis  of  successive  capitali- 
zation. Not  only  would  this  result  be  incorrect  as  representing 
the  'true  cash  value'  of  the  property  appraised,  but  it  would  be 
the  occasion  of  great  inconvenience  to  the  State  attempting  to 
use  such  valuations  as  the  basis  of  a  system  of  taxation.  To 
obviate  this,  the  average  earnings  of  ten  years  were  accepted  as 
the  basis  of  computation.  The  reason  for  extending  this  average 
over  ten  years,  in  all  cases  where  the  history  of  the  road  enabled 
so  long  a  period,  is  that  ten  years  is  commonly  accepted  as  con- 
stituting an  industrial  cycle;  it  includes  years  of  prosperity  and 
years  of  adversity. 

"A  second  question  pertained  to  the  rate  of  interest  to  be  used 
in  the  computation.  In  general,  the  form  of  the  ordinary  income 
accotmt  was  followed,  with  this  exception,  however,  that  in  place 
of  the  interest  on  bonds  and  dividends  on  stocks,  which  the  ordi- 
nary income  account  allows  as  a  deduction  from  earnings  before 

a  Vol.  IV,  pp.  293-996. 
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a  surplus  is  declared,  there  was  substituted  a  deduction  of  5  per 
cent  of  the  physical  appraisal  of  the  property.  This  5  per  cent 
represents  a  i  per  cent  tax  upon  the  physical  value  of  the  prop- 
erty and  a  4  per  cent  allowance  to  the  investor.  Why  i  per  cent 
was  accepted  as  the  rate  of  tax  allowance  becomes  evident  lyhen 
one  recognizes  the  nature  of  the  problem  presented  to  the  Board 
of  State  Tax  Commissioners.  As  you  are  aware,  railway  property 
in  Michigan  is  now  taxed  on  the  basis  of  gross  earnings,  and  for 
some  time  the  people  of  Michigan  have  desired  to  learn  whether  or 
not  this  specific  tax  imposes  a  bm-den  upon  railway  property  equal 
to  the  burden  imposed  upon  other  property.  *  *  *  In  this  case 
the  rate  accepted  is  7  per  cent,  which  results  in  giving  an  intangi- 
ble value  which  pays  a  retmn  of  6  per  cent  to  the  investor  and  a 
I  per  cent  tax  to  the  State.  The  reason  for  allowing  4  per  cent 
to  the  investor  upon  the  physical  value  of  property  and  6  percent 
upon  the  intangible  value  is  that  the  former  is  not  exposed  to  the 
many  risks  to  which  the  latter  is  exposed.  While  there  have  been 
no  cases  bearing  directly  upon  this  point,  it  is  believed  that  the 
trend  of  judicial  opinion  would  not  permit  a  legislature  or  a  rail- 
road commission  to  reduce  railway  rates  to  such  a  point  that 
they  were  incapable  of  supporting  a  5  per  cent  profit  on  physical 
valuation.  It  is  not  so  clear,  however,  what  the  courts  might 
be  inclined  to  say  with  regard  to  intangible  values.  These  are 
certainly  less  stable  than  physical  values,  and  under  the  ordinary 
rule  that  the  rate  of  interest  demanded  by  investors  increases 
with  the  risk,  it  was  beUeved  that  a  higher  rate  of  capitalization 
was  justified  in  the  case  of  intangible  values.  This  entire  subject 
is  somewhat  complicated,  but  possibly  these  few  statements  will 
suggest  to  your  minds  the  line  of  reasoning  which  has  been  fol- 
lowed. 

"A  third  question  of  some  importance  pertains  to  permanent 
improvements.  It  is  of  course  possible  for  a  road  to  charge  all 
of  its  improvements  to  operating  expenses,  or  directly  to  the 
income  accoimt,  as  well  as  to  the  capital  accoimt,  and  in  either 
case  net  earnings  to  be  capitalized,  and  consequently  the  amoimt 
of  intangible  value  discovered  will  be  reduced  accordingly.  Much 
to  my  surprise,  it  was  found  that  the  ratio  of  operating  expenses 
to  gross  earnings  in  Michigan  railways  is  unusually  high.  This  is 
explained,  in  part  at  least,  by  the  fact  that  Michigan  railroads 
apply  the  rule  of  charging  all  possible  improvements  to  operating 
expenses.  This  is  no  place  to  enter  into  a  discussion  of  the  pro- 
priety of  such  a  method  of  accounting.  Much  may  be  said  on  both 
sides  of  the  question.  It  may  be  interesting,  however,  to  remark 
that  the  computation  of  intangible  values  submitted  to  the  Board 
of  State  Tax  Commissioners  accepted  the  accoimts  in  this  par- 
ticular as  they  were  made  to  the  state  railroad  commissioner.  It 
is  evident  that  lack  of  imiformity  upon  these  points  must  result 
in  an  unequal  appraisal  as  between  the  railways  themselves,  and, 
should  the  ad  valorem  system  of  taxation  be  substituted  for  the 
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present  system  of  taxation  on  gross  earnings,  the  legislature  would 
be  under  the  necessity  of  providing  a  statutory  rule  for  charging 
expenditures  incurred  for  permanent  improvements. 

"  Many  other  questions  of  a  technical  sort  arose  in  working  out 
the  rule  thus  cursorily  described,  but  these  perhaps  would  not 
be  of  sufficient  interest  to  warrant  further  remark  upon  this 
occasion. " 

Primary  School  Fund. 

In  his  inaugural  message  of  January  3,  1907,  the  governor  drew 
attention  to  the  fact  that  all  revenues  from  "specific  taxes"*  must 
be  credited  to  the  primary  school  fimd,  now  that  the  state  debt 
had  been  extinguished,  and  must  be  used  solely  for  the  payment 
of  teachers*  salaries.  He  also  stated  that  the  amount  of  these 
taxes  annually  exceeded  the  needs  of  this  particular  object.  The 
governor  recommended  the  consideration  of  an  amendment  of 
the  constitution  providing  that  from  the  primary  school  fund 
all  in  excess  of  $3.50  annually  for  each  child  of  school  age  in  the 
State  be  apportioned  on  a  just  basis  among  the  tmiversity,  agri- 
cultural college,  college  of  mines,  the  three  normal  colleges,  and 
the  several  cotmty  normal  schools.**  The  new  constitution,  adopted 
February  21,  1908,  does  not,  however,  contain  a  provision  for  the 
distribution  of  the  surplus  to  the  other  educational  funds  men- 
tioned, but  specificially  leaves  the  primary  school  fund  sole  benefi- 
ciary of  the  taxes  in  question.* 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  the  court  reports, 
of  value  in  the  study  of  corporate  taxation  in  Michigan: 

Opinions  of  Attorney-General,  1900,  1902. 

Michigan  Political  Science  Association  Publications,  Vol.  IV,  1901. 

Michigan  Raihoad  Appraisal,  1901. 

Smith's  Tax  Laws  of  Michigan,  1898. 

Reports  of  State  Tax  Commissioners,  1905-6,  1907-8. 

Report  of  State  Treasurer,  1910. 

a  Second  Inaugural  Message  of  Governor  Fred  M.  Warner, 
b  Constitution,  1909,  Art.  X,  sec.  i. 
c  See  p.  72. 
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L  GENERAL  VIEW. 

Chief  Features. 

First.  The  taxing  of  property  rather  than  earnings  of  certain 
classes  of  pubUc-service  corporations. 

Second.  The  assessment  of  the  real  estate  and  franchises  of  such 
corporations  as  personalty  and  the  fixing  of  the  legal  situs  thereof 
at  the  state  capital. 

Third.  The  application  of  the  general  property  tax  for  state 
and  local  purposes  to  all  other  corporations  for  profit  in  the  same 
manner  as  applied  to  iadividuals. 

Property  Tax. 

Certain  corporate  property  is  taxed  by  the  State  for  state  pur- 
poses, in  lieu  of  other  taxes. 

All  other  property,  tmless  exempt,  is  taxed  under  the  general 
property  tax  at  one  or  more  rates  for  local  purposes,  at  another 
rate  for  cotmty  purposes,  and  at  a  third  rate  for  state  purposes. 
This  tax  is  collected  locally  for  state  and  local  purposes.  At  pres- 
ent the  only  assessment  under  the  general  property  tax  for  state 
purposes  is  that  for  the  support  of  schools  and  for  building  a  new 
statehouse. 

Corporations  Subject  to  Taxation  for  State  Purposes. 

All  property  of  railroad,  telegraph,  express,  and  car  companies, 
which  is  necessary  to  their  operation  is  taxed  by  the  State  at  the 
average  rate  of  taxation. 

River-improvement  companies  are  taxed  on  gross  earnings. 
Taxes  assessed  locally  on  property  used  in  business  are  deducted 
from  the  amount  of  the  gross-earnings  tax.  Road  companies  are 
taxed  on  gross  receipts  by  the  State  for  state  purposes.  These 
taxes,  except  the  tax  on  river-improvement  companies,  are  in  Ueu 
of  other  taxes. 

Corporations  Subject  to  Taxation  for  State  and  Local  Purposes. 

Street  railways  operated  by  mechanical  power,  and  electrical 
companies  connected  therewith,  are  taxed  on  property  by  the  State 
for  state  and  local  purposes  at  the  average  rate  of  taxation.     Such 
taxes  are  in  lieu  of  other  taxes. 
90 
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Telephone  companies  are  taxed  on  gross  receipts  at  specified 
rates  in  lieu  of  other  taxes.  Eighty-five  per  cent  of  this  tax  on 
exchange  service  is  collected  and  used  locally;  the  remaining  por- 
tion of  the  tax  on  exchange  service,  and  all  of  the  tax  on  toll-line 
service,  is  paid  to  the  State  for  state  purposes. 

Manufacturing,  mercantile,  mining,  and  miscellaneous  corpora- 
tions are  subject  to  the  general  property  tax  for  both  state  and 
local  purposes. 

Stockholders  and  Bondholder?.  * 

Shares  of  stock  in  practically  all  foreign  and  domestic  corpora- 
tions, except  banking  companies,  are  exempt  from  taxation. 
Shares  of  stock  in  express,  car,  telephone,  and  road  companies  are 
taxable  in  theory  only. 

Bonds  of  foreign  and  domestic  corporations  are  taxable  to  the 
holders. 

Foreign  Corporatiims. 

Foreign  corporatioas  axe  in  general  taxed  like  similar  domestic 
corporations. 

Administration. 

The  State  Tax  Commission^  consisting  of  three  members  ap- 
pointed by  the  governor  for  terms  of  eight  years,  assesses  all  taxes 
which  are  levied  at  the  average  rate  of  taxation.  The  gross 
receipts  and  gross  earnings  taxes  are  based  on  anjiual  reports  to 
the  state  treasurer. 

The  members  of  the  commission  are  required  to  devote  their 
whole  time  to  the  service  of  the  commission.  They  value  the 
entire  property  in  the  State  lor  the  ptupose  of  the  state  levy  on 
general  property.  This  valuation  also  serves  as  the  basis  for  cal- 
culating the  average  rate  of  taxation.  All  of  the  real  estate  is 
assessed  at  true  value,  chiefly  upon  the  basis  of  statistics  of  bona 
fide  sales.  Such  statistics  are  gathered  l^  agents  ot  the  com- 
mission. The  valuation  of  all  personal  property  in  the  State  is 
based  principally  upon  independent  assessments  by  county  super- 
visors. A  cotmty  supervisor  of  assessment  is  chosen  in  each 
county  by  the  couaty  board  but  is  undo-  the  supervision  and 
direction  of  the  State  Tax  Commission.  The  statute  places  local 
assessors  and  local  boards  tmder  the  supervision  and  direction  of 
the  State  Tax  Commission,  but  fails  to  give  the  Tax  Commission 
power  to  change  assessments  for  local  taxation  except  in  cases  of 
appeal,  initiated  by  the  taxpayer. 
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The  commission  fixes  the  state  rate  on  general  property,  directs 
proceedings  for  enforcement  of  the  law,  and  recommends  legis- 
lation. 

The  general  property  tax  for  local  purposes  is  assessed  locally. 
The  entire  general  property  tax  is  collected  by  local  treasurers." 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution. 

« 

The  constitution  provides  that  the  rule  of  taxation  shall  be 
imiform,  and  taxes  shall  be  levied  upon  such  property  as  the  legis- 
lature shall  prescribe.^  No  special  or  private  laws  may  be  enacted 
for  the  assessment  or  collection  of  taxes,  or  for  extending  the  time 
for  the  collection  thereof,*'  but  general  laws  are  to  be  passed 
therefor,  which  shall  be  uniform  in  their  operation  throughout  the 
State.**  The  legislature  is  to  provide  for  an  annual  tax  sufiicient 
to  defray  the  estimated  expenses  of  the  State  for  each  year;*  and 
it  is  made  the  duty  of  this  body  to  restrict  the  power  of  cities  and 
incorporated  villages  in  the  matter  of  assessment  and  taxation  so 
as  to  prevent  abuses.^  Taxes  may  be  imposed  on  incomes, 
privileges,  and  occupations,  which  taxes  may  be  graduated  and 
progressive;  and  reasonable  exemptions  may  be  provided.^ 

o  Sources  of  revenue  in  Wisconsin: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  poll  tax;  (c)  licenses  and 
fines ,  (J)  special  taxes  on  corporations. 

County. — (a)  General  property  tax;  (6)  inheritance  tax;  (c)  licenses  and  fines. 

State. — (a)  General  property  tax;  (6)  special  taxes  on  corporations;  (c)  fines  and 
licenses;  ((f)  inheritance  tax ,  (e)  suit  tax;  (/)  sales  of  state  lands. 

b  Constitution  1848,  Art.  VIII,  sec.  i. 

A  law  of  1854  imposing  a  tax  on  gross  earnings  of  railroad  companies  in  lieu  of  all 
other  taxes  was  held  constitutional  in  Kneeland  v,  Milwaukee,  15  Wis.  454,  691  (1862- 
1863). 

The  legislature  has  power  to  prescribe  not  only  the  property  to  be  taxed,  but  the 
rule  by  which  it  must  be  taxed;  and  the  only  limitation  of  that  power  is  that  the  rule 
shall  be  uniform.    Wisconsin  Central  Railroad  Co.  v,  Taylor  County,  52  Wis.  37  (1881). 

This  provision  applies  to  the  taxation  of  property  only  and  is  not  intended  to  pro- 
hibit the  taxation  of  privileges  or  occupations  which  manifestly  can  not  be  uniform 
in  the  ^ense  in  which  property  taxation  may  be  tmiform.  Ntmnemacher  u.  State 
(inheritance  tax  case),  129  Wis.  220  (1906). 

c  Constitution,  Art.  IV,  sec.  31.  State  v.  Bell,  91  Wis.  271  (1895);  Chicago  and 
North  Western  Rwy.  Co.  v.  Forest  County,  95  Wis.  80  (1897). 

^  Constitution,  Art.  IV,  sec.  32. 

«  Ibid.,  Art.  VIII,  sec.  5. 

/  Ibid.,  Art.  XI,  sec.  3. 

9  Ibid.,  Art.  VIII,  sec.  i,  as  amended  by  Laws  1907,  chap.  661,  and  approved 
and  ratified  at  the  general  election  of  November,  1908.    See  Laws  1909,  p.  857. 
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Statutes.** 

Taxes  on  Property  and  on  Earnings. 

All  taxable  property,  real  and  personal,  except  that  noted  in  the 
following  paragraph,  is  subject  under  the  general  property  tax  to 
assessment  at  true  cash  value  for  state  purposes  by  the  State  Tax 
Commission,  and  for  local  purposes  by  local  assessors.^  Cor- 
porate property  subject  to  the  general  property  tax  is  assessed  to 
corporations  as  to  an  individual.  Such  taxes  are  payable  to  local 
treasurers. 

All  property  necessary  to  the  operation  of  certain  public-service 
corporations  is  taxed  by  the  State  at  the  average  rate  of  taxation. 
The  method  chiefly  employed  is  in  substance  a  general  property 
tax,  namely,  that  of  taxing,  at  the  average  rate  of  taxation,  all 
property  necessarily  used  in  the  exercise  of  their  corporate  fran- 
chises. The  legal  situs  of  all  such  property  (including  real  estate 
and  franchises)  is,  for  the  purposes  of  taxation,  the  state  capital. 
It  is  there  taxed  as  personalty.  The  gross-receipts  and  gross- 
earnings  methods  are  also  used,  but  to  a  very  limited  extent.  All 
taxes  thus  levied  at  the  average  rate  of  taxiation  and  at  specified 
rates  on  receipts  and  earnings,  except  as  to  river-improvement  com- 
panies, are  in  lieu  of  other  taxes  on  property  necessarily  used  in 
the  exercise  of  corporate  franchises. 

Average  Rate  of  Taxation. 

The  tax  commission  determines  the  average  rate  of  taxation  by 
dividing  the  aggregate  taxes  levied  on  the  general  property  in  the 
State  for  all  purposes  (except  assessments  for  local  improvements) 
by  the  true  cash  value  of  such  property  as  ascertained  by  the 
commission.  The  quotient  thus  obtained  constitutes  the  average 
rate  of  taxation.* 

Railroads. 

Railroad  companies,  both  foreign  and  domestic,  are  taxed  by  the 
State  at  the  average  rate  of  taxation  for  state  purposes,  on  prop- 
erty exclusively  used  in  and  necessary  to  the  conduct  of  the 

°  The  statutes  herein  referred  to  are  Wisccmsm  Statutes  of  1898,  Sanborn  and  Berry- 
man's  Annotations,  2  vols. 

^  Stats.,  sec.  1034;  also  sec.  1052,  as  amended  by  Laws  1907,  chap.  520;  sec.  1055: 
Laws  1901,  chap.  237,  as  amended  by  Laws  1905,  chap.  380,  and  Laws  1909,  chap.  53. 

<^  Laws  1903,  chap.  315,  sec.  14,  as  amended  by  Laws  1909,  chap.  53. 
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railroad  business."  All  their  QtJj^r  x>eal  and  personal  property  is 
subject  to  the  general  property  tax  for  both  state  and  local 
purposes.  ^ 

T]>e  t9ix  commission  is  directed  to  value  and  assess  the  property 
within  the  State  only.  *  In  arriving  at  such  value,  however,  it  may 
consider  the  entire  value  of  the  capital  stock,  the  bonded  and  other 
indebtedness,  the  earning  power,  the  holdings  in  other  companies, 
the  franchise  value,  the  length  of  line  within  and  without  the 
State,  and  all  other  features  which  might  affect  the  value  of  a 
railroad  as  a  going  concern.  **  (For  a  more  detailed  statement  see 
"Comments,*'  pp^  loi,  lo;?,) 

In  this  respect  the  commission  is  bound  by  no  statutory  provision 
and  has  very  wide  discretion  m  the  selection  of  elements  to  be  con- 
sidered in  making  the  valuation.  The  general  method  followed, 
however,  is  (a)  physical  valuation  of  all  railroad  property  within 
the  State  by  the  commission's  engineering  department;  (b)  valua- 
tion of  intangible  property  of  all  railroads  operating  wholly 
within  the  St^te,  and  the  proportion  of  such  intangible  value  of 
interstate  roads,  by  the  statistical  department. 

There  is  no  separate  valuation  of  the  tangible  and  of  the  intan- 
gible property  by  the  commission  itself.  Upon  the  data  presented 
by  these  two  departments,  however,  and  upon  such  other  infor- 
mation as  the  commission  may  deem  necessary  to  consider,  the 
tangible  and  intangible  property  of  each  such  cqmpany  in  the 
State  is  assessed  annually  as  an  entirety. 

As  a  basis  for  such  valuation,  railroads  are  required  to  furnish 
td  the  tax  commission  sworn  annual  reports  containing  certain 
specified  information  detailed  in  the  statute,  including  copies  of 
reports  to  stockholders  and  to  tax  commissions  of  other  States, 
and  to  the  Interstate  Commerce  Commission,  and  full  valuation 
of  any  additions  to  or  subtractions  from  physical  property   in 

a  Laws  1903,  chap.  315,  as  amended  by  Laws  1905,  chap.  216,  and  Lawy  1909, 
chap.  53. 

Prom  1905  to  1909,  inclusive,  pending  judicial  determination  as  to  the  constitution- 
ality  of  tl)e  new  ad  valorem  tax  \xw,  steam  railfoads  were  subject  to  the  payment  of  an 
annual  license  tax  based  on  gross  ^Ami9i|(S  for  th^  pr^^edin^*  ealendflir  year,  as  shown 
by  reports  to  the  state  treasurer. 

The  law  chan^ng  the  method  of  tfucatwi  of  f^ilxo^d  ix>mpanies  Iron}  the  indirect  to 
the  ad  valorem  method  has  been  declared  constitutional.  Chicago  and  North  Western 
Rwy.  Co.  V.  3tate,  J28  Wis.  553  (190^). 

ft  Laws  1903,  chap.  315,  as  amended  by  Law»  190^,  ch^p,  4?7- 

c  Laws  1903,  chap.  315,  sec.  7;  Laws  1909,  iJiap.  53. 

^  Laws  1903,  chap.  315,  sec.  7;  Laws  1909,  chap.  53.  Chicago  and  North  Western 
Rwy.  Cd.  V,  State,  supra. 


WISCONSIN.  95 

Wiscsonsin,  together  with  any  other  information  which  the  com^ 
mission  may  deem  necessary. 

Street  Railways. 

All  property  (including  real  estate  and  franchises)  necessary  to 
the  conduct  of  street  railways  operated  by  electrical  or  mechanical 
power  is  assessed  and  taxed  by  the  State  at  the  average  rate  of 
taxation  in  practically  the  same  manner  as  railroad  property.** 

Electric-light,  heat,  and  power  companies  operated  by  or  in 
connection  with  street  railways  are  taxed  with,  in  the  same  man- 
ner as,  and  as  part  of,  such  street  railways. 

This  tax  is  paid  to  the  State ;  1 5  per  cent  is  retained  for  state 
purposes  and  the  remaining  85  per  cent  is  distributed  locally  in 
proportion  to  gross  receipts  from  the  operation  of  such  companies 
in  each  town,  city,  and  village. 

Each  street  railway  company  is  required  to  furnish  detailed 
annual  reports  to  the  tax  commission,  which  values  and  assesses 
all  property  taxable  at  the  average  rate  of  taxation. 

Water,  Gas,  Ele^txio-lif^  Heat,  aad  Power  Companies. 

Electric-Ught,  heat,  and  power  companies,  not  operated  by  or  in 
connection  with  a  street  railway,  are  assessed  and  taxed  in  the 
same  manner  as  individuals,  namely,  under  the  general  property 
tax,  for  both  state  and  local  purposes. 

Gas  and  water  companies  owned  by  municipalities  are  not 
subject  to  taxation.  Such  companies  owned  by  private  interests 
are  taxable  imder  the  general  property  tax. 

Property  necessarily  used  in  the  operation  of  the  franchises  of 
companies  of  the  above-named  classes  is  taxed  as  personal  prop- 
erty, at  the  place  where  the  company's  principal  office,  place  of 
business,  or  worics  may  be  located.  If  any  such  company  has 
no  principal  office,  place  of  business,  or  works,  the  poles,  pipes, 
etc.,  are  taxed  at  their  situs. ^ 

Express  and  Car  Companies. 

Express  companies,  domestic  and  foreign,  are  taxed  by  the 
State  for  state  piUTposes  at  the  average  rate  of  taxation  upon  the 
true  cash  value  of  property  in  Wisconsin.*' 

The  value  of  property  within  the  State  is  determined  by  the 
State  Tax  Commission  as  follows:  The  true  cash  value  of  the 
et:U:ire  property  of  each  such  company,  including  franchise,  is  first 

« ]>wf  J9P5,  dutp.  493* 

ft  Stats.,  sec.  1037a,  as  amended  by  Laws  1899,  chap.  383. 

c  Laws  1899,  chap,  iii,  sec.  4. 
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ascertained.  From  this  is  deducted  the  actual  value  of  all  real 
estate  situated  without  the  State,  and  the  actual  value  of  all  its 
personal  property  not  used  in  the  express  business.  The  amoimt 
representing  the  value  of  the  remainder  is  then  divided  by  the 
entire  length  of  route  over  which  the  company  did  business. 
The  quotient  represents  the  value  per  mile,  which,  multiplied  by 
the  length  of  route  within  the  State,  equals  the  taxable  value  of  the 
company's  property  in  Wisconsin. 

Each  company  is  required  to  file  annually  with  the  tax  commis- 
sion a  statement  showing  the  number  and  par  and  market  value  of 
shares  of  capital  stock;  the  amount,  value,  and  location  of  its  real 
and  personal  property,  including  money  and  credits;  the  length 
and  name  of  railroad,  water,  and  stage  routes  over  which  the 
company  has  done  business  during  the  past  year,  and  such  other 
information  as  the  commission  may  require.*  This  tax  is  in  lieu 
of  all  taxes  except  on  the  property  not  necessary  to  the  business. 

Freight-line,  equipment,  and  sleeping-car  companies  are  taxed 
at  the  average  rate  of  taxation  and  assessed  by  the  same  commis- 
sion in  practically  the  same  manner  as  express  companies.  ^ 

Telegraph  and  Cable  Companies. 

All  property  in  Wisconsin  necessary  to  the  operation  of  the 
elegraph  and  cable  business,  including  real  estate  and  franchises, 
is  deemed  personalty.  Such  property  is  taxable  by  the  State  for 
state  purposes  at  the  average  rate  of  taxation.*^  This  tax  is  in 
lieu  of  all  other  taxes  except  the  general  property  tax  on  property 
not  necessary  to  the  conduct  of  the  business  of  telegraph  and 
cable  companies. 

The  value  of  property  within  the  State  is  determined  by  the 
State  Tax  Commission  on  practically  the  same  basis  and  accord- 
ing to  the  same  principles  applicable  to  the  valuation  of  railroad 
property. 

Telephone  Companies. 

Both  domestic  and  foreign  telephone  companies  pay  a  graduated 
tax,  based  on  total  gross  receipts  from  both  exchange  and  toll-line 
service  wholly  within  the  State,  and  on  that  portion  of  gross 
receipts  from  interstate  toll-line  service  which  the  mileage  within 
the  State  bears  to  the  total  mileage  over  which  such  service  was 

a  Laws  1899,  chap,  iii,  sees.  2,  4,  as  amended  by  Laws  1905,  chap.  477,  and  Laws 
1909,  chap.  53. 

^  Laws  1899,  chaps.  112,  113,  114,  as  amended  by  Laws  1905,  chap.  477,  and  Laws 
1909,  chap.  53. 

c  Laws  1905,  chap.  494. 
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rendered.  The  rates,  based  on  total  gross  receipts,  are  as  follows: 
2>^  per  cent  when  the  annual  gross  receipts  are  less  than  J  100,000; 
3  per  cent  when  such  receipts  amount  to  $100,000  and  are  less 
than  $300,000;  3>^  per  cent  when  they  equal  $300,000  and  are  less 
than  $500,000,  and  4  per  cent  when  they  equal  or  exceed  $500,000.* 

The  tax  on  the  entire  taxable  receipts  from  toll-line  service , 
together  with  15  per  cent  of  the  tax  on  receipts  from  exchange 
service,  is  paid  to  the  State  for  state  purposes.  The  remaining 
85  per  cent  of  the  tax  from  exchange  service  is  paid  to  each  city 
or  town  wherein  an  exchange  is  located.* 

The  property  of  such  companies  is  exempt  from  other  taxation , 
except  real  estate  not  exclusively  used  in  the  conduct  of  their  busi- 
ness.* Such  real  estate  is  subject  to  the  general  property  tax  for 
state  and  local  purposes. 

River-Improvement  Companies. 

Dam  and  boom  companies  organized  for  driving  or  storing  logs, 
operating  in  navigable  waters  of  the  State,  pay  to  the  State  for 
state  purposes  a  tax  of  2  per  cent  on  their  gross  earnings,  less 
deductions  for  taxes  on  such  property  as  is  used  in  their  business 
and  assessed  locally.^ 

Road  Companies. 

Such  companies  pay  to  the  State  for  state  purposes  a  tax  of  3 
per  cent  on  gross  receipts.     This  tax  is  in  lieu  of  all  other  taxes.*^ 

Manufacturing,  Mining,  Mercantile,  and  Miscellaneous  Companies. 

The  property  of  these  companies  is  subject  to  the  general  prop- 
erty tax  for  both  state  and  local  purposes.  The  personal  property 
of  such  companies  is  assessed  locally;  in  general  it  is  assessed 
where  the  principal  office  or  place  of  business  is  located.*  In  the 
absence  of  such  office  or  place  of  business,  or  of  an  agent  in  charge 
of  the  personal  property  of  foreign  corporations,  the  same  is 
assessed  where  located./ 

o  Stats.,  sec.  1223a,  as  amended  by  Laws  1905,  chap.  488,  and  Laws  1909,  chap.  535. 

&  Stats.,  sec.  1038,  subdiv.  27,  as  amended  by  Laws  1905,  chap.  488,  sec.  3. 

The  city  of  Oshkosh  attempted  to  impose  on  a  telephone  company  a  license  fee  for 
the  privilege  of  using  its  streets  and  alleys.  The  court  held  that  such  a  fee  could  not 
be  charged  without  express  legislative  authority,  as  the  gross-receipts  tax  is  in  lieu 
of  all  other  taxes.     Wis.  Tel.  Co.  v.  City  of  Oshkosh,  62  Wis.  32  (1884). 

^  Stats.,  sees.  i222g  and  i222i. 

^  Ibid.,  sec.  1222m. 

^  Ibid.,  sec.  1041. 

/  Ibid.,  sec.  1040,  as  amended  by  Laws  1909,  chap.  70. 


98  TAXATION  OI^  CORPORATIONS. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  practically  all  foreign  and  domestic  corpora* 
tions,  except  banking  companies,*  are  exempt  from  taxation.^ 
The  exemptions,  however,  do  not  seem  to  extend  to  stock  in  cor- 
porations not  situated  and  doing  business  in  the  State.  The  law 
is  not  specific  as  to  exemptions  of  shares  of  stock  of  telephone, 
express,  car,  and  road  companies,  but  in  practice  they  are  not 
taxed. 

Bonds  of  foreign  and  domestic  corporations  are  taxable  to,  the 
holder.*^ 

foreign  Coi^oraiions. 

Foreign  corporations  are  in  general  taxed  like  similar  domestic 
corporations. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  19 lo  was  71  per  cent. 

Total  Stats  IUcsipts,  Taxbs  prom  Cobporatzons,  OraQa  Taxs&»  a^p  Rbcbipts 
PROM  S0URC8S  Othbr  than  Taxes,  Year  bndsd  June  30,  i9io.<* 

Total  state  receipts,  all  sources $9, 737, 27^.  07 

•Special  taxes  from  corporations: 

Railroad  companies $3, 163, 443.  7« 

Street-railway  »id  electric-light  companies  ^ 63, 304. 93 

Telegraph  companies 21, 504. 93 

Telephone  companies 53, 259. 47 

Express  companies 9, 400.  96 

Sleeping-car  companies Si  77^' S3 

Freight-line  and  equipment  compeniefi 3, 705.  os 

Boom  and  improvement  companies 191.  53 

Plank  roads 263.  28 

Fire-insurance  companies  / 146, 455.  23 

Life-insunncte  oompanies  § 462, 043.  ox 

Guarantee  and  accident  companies  ^ 39,  59a  74 

^  Itia  the  general  x^ustom  for  bonks  to  pay  the  tax  on  stock  for  stocidu^dera. 

b  Stats.,  sec.  1038,  subdiv.  9.  Exemptions:  Steam-railioad  stock,  Laws  1903,  chap. 
315,  sec.  25;  street-railway  stock.  Laws  1905^  chap.  493^  sec.  25;  telegraph  and  cable 
companies,  Laws  1905,  chap.  494,  sec.  25. 

c  Stats.,  sec.  1036,  as  amended  by  Laws  1899,  chap.  346. 

<i  Report  of  Secretary  of  State,  1909-10. 

«  The  total  ooUection  from  such  corporations  was  $422,1 78 j66«  but  85  per  cent,  or 
$3 58,973. 73^  was  paid  to  towns  and  cities.  R^x»rt  of  Seonetaiy  of  St»te,  1909-10, 
p.  285. 

/  Four  per  cent  gioss  premiums,  less  reinsurance  and  return  premiums  and  losses. 

ff  Domestic,  3  per  cent  gross  income  in  State,  less  income  from  property  on  which 
taxes  have  been  paid;  foreign,  $300  annually  and  retaliatory  taxation. 

^  Two  per  cent  of  gross  premium  xeceLpts  from  business  in  the  State. 
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special  taxes  from  corpomliona — Continued. 

Fire-marahal  fund $39, 386. 34 

Loan  and  trust  companies 59^' 63 

Pees  to  insurance  commissioner 61, 187.  74 

Fees  to  commissioner  of  banking 9, 915. 10 

Charter  and  amendment  fees 82, 005.  00 

Miscellaneous  corporation  fees 13,  566.  60 

Total  state  receipts  from  corporations $4*  15 St  49i-  74 

Other  taxes: 

Hunting  licenses 123,  749.  27 

Inheritance  tax 283,  566.  97 

Suit  tax 8,  loi.  00 

Delinquent  tax  fund i73-  07 

General  property  tax**  (less  $2,353,377.58  distrib- 
uted to  counties,  towns,  etc.) i,  254,  561. 42 

Total  state  taxes  not  from  corporations i,  670, 151.  73 

Total  taxes  for  state  purposes,  all  sources St^^St  ^43-  47 

Receipts  from  sources  other  than  taxes: 

Charitable  and  penal  institutions  ^ 497, 411. 19 

State  University,  etc 420, 632.  93 

United  States  Government  for  agricultural  college, 

etc -  68, 000.  00 

Land  sales 66, 838.  89 

Interest 191, 137.  52 

Miscellaneous  fees,  fines,  etc 314,  236.  49 

Total  receipts  from  sources  other  than  taxes i,  558, 257. 02 

Total  state  taxes  and  receipts  for  state  purposes 7, 383, 900.  49 

Total  receipts  distributed  to  counties a,  353, 377.  58 

Total  state  receipts,  all  sources 9,  737,  278.  07 

IV.  COMMENTS, 

Change  from  Earnings  to  ad  valorem  Method. 

The  gross-earnings  method  was  first  introduced  into  the  taxa- 
tion system  of  Wisconsin  in  1854.  Between  the  years  1899  and 
1909  the  method  of  taxing  practically  all  public-service  corpora- 
tions was  changed  from  the  gross-earnings  to  the  ad  valorem 
method. 

The  reasons  for  this  change  were  stated  to  be  that  gross 
earnings  do  not  alwajrs  bear  a  definite  relation  to  the  real  ability 
to  pay  taxes ;  that  this  method  discriminates  in  favor  of  corporate 
property  as  against  property  of  other  classes,  inasmuch  as  the 
amount  of  the  tax  varies  with  the  financial  condition  or  general 

^  Part  of  this  conies  from  local  taxation  of  corporations,  but  it  is  impossible  prac- 
tically to  ascertain  the  amount  thus  received. 

**  ^336.576.83  of  this  amount  was  received  from  counties  to  pay  for  maintenance  of 
inmates  from  those  counties. 
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prosperity  of  the  country  (no  other  property  enjoys  a  scale  of 
tax  adjustable  to  business  conditions),  and  that  it  further  dis- 
criminates tinfairly  between  corporations,  since  it  is  not  propor- 
tionate to  real  earning  capacity,  no  account  being  taken  of  either 
operating  or  construction  costs. 

State  Assessment  of  Property. 

In  1 90 1  the  commissioner  and  the  first  and  second  assistant 
commissioners  of  taxation  were  made  a  state  board  of  assessment 
to  assess  the  general  property  of  the  State  for  the  levy  of  state 
taxes.** 

The  valuation  of  all  property  of  the  State  by  the  tax  commis- 
sion serves  not  only  for  the  levy  of  state  taxes,  but  forms  the 
basis  upon  which  the  average  rate  of  taxation  is  ascertained. 
This  rate  is  applicable  to  the  taxation  of  property  of  public- 
service  corporations,  except  telephone  companies,  which  stiU  pay 
the  gross-receipts  tax. 

In  finding  the  valuation  of  all  real  property  in  Wisconsin  the 
average  selling  price  of  real  estate  (five-year  periods)  forms  the 
basis  of  true  value.  Agents  employed  by  the  State  Tax  Commis- 
sion visit  each  county  and  there  compile  statistics  of  recorded 
sales  of  real  estate  and  interview  persons  familiar  with  land  values. 
The  local  assessment  for  the  previous  year  is  also  considered. 
From  1873  to  1907  recorders  of  deeds  and  cotmty  clerks  were 
required  by  law  to  furnish  the  secretary  of  state  data  of  sales. 
These  statistics  were  of  great  value  in  making  assessment  for 
former  years. 

The  practical  effect  of  this  system  of  assessing  real  estate  is 
shown  by  the  fact  that  in  1901  the  valuation  in  roimd  numbers 
was  $1,186,000,000  as  against  $503,000,000  for  the  previous  year, 
an  increase  of  135  per  cent.  Each  year  since  the  commission 
was  made  a  state  board  of  assessors  (1901)  the  assessment  of  real 
estate  has  increased  over  the  preceding  year,  the  increase  ranging 
from  3  per  cent  in  1902  to  nearly  7  per  cent  in  1908. 

The  state  valuation  of  the  personal  property  of  Wisconsin  is 
based  on  (a)  local  assessment  of  the  previous  year;  (6)  independ- 
ent assessment  by  county  supervisors;  (c)  any  other  information 
which  may  come  to  the  notice  of  the  commission. 

In  1 90 1  the  state  assessment  of  personal  property  was  approxi- 
mately $250,000,000,  which  was  an  increase  over  the  previous 
year  of  98  per  cent.     Since  that  time  the  state  assessment  of 

o  Laws  1901,  chap.  237. 
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personal  property  has  shown  a  gradual  increase,  ranging  from  less 
than  5  per  cent  in  1905  to  21  per  cent  in  1908. 

In  addition  to  assessing  the  property  in  the  State,  the  commis- 
sion is  required,  under  the  act  of  1899,  to  supervise  the  work  of  local 
assessing  officials. 

Both  state  and  local  assessments  have  materially  increased 
since  1900.  State  assessments  since  that  year  have  greatly 
exceeded  the  totals  of  local  assessments.  In  1902  local  assess- 
mentswwere  78  per  cent  of  1903  state  assessments,  and  1907  local 
assessments  were  only  62  per  cent  of  1908  state  assessments. 

The  ad  valorem  tax  law  and  the  methods  pursued  in  its  admin- 
istration by  the  commission  have  been  sustained  by  the  supreme 
court  of  Wisconsin. 

Steam  Railroads. 

Steam  railroads  were  taxed  on  gross  receipts  from  1854  ^^  ^903. 
They  are  now  taxed  on  the  ad  valorem  basis  at  the  average  rate 
of  taxation.  In  the  administration  of  the  ad  valorem  method 
Wisconsin  followed  Michigan  in  making  a  physical  valuation  of 
all  railroad  property  within  the  State.*  The  plan  adopted  in 
Michigan  was  to  make  an  independent  valuation  which  required 
a  large  force  of  engineers  and  other  experts  in  the  field  to  inspect 
and  value  each  item  of  railroad  property.  Experience  developed 
the  necessity  of  resort  to  original  records  in  the  possession  of  the 
railroads.  As  a  matter  of  protection  to  their  interests  the  rail- 
roads verified  the  valuations  arrived  at  by  the  experts  in  behalf 
of  the  State. 

Since  the  principal  railroads  of  Wisconsin  would  probably  do 
just  what  the  Michigan  railroads  had  done,  the  Wisconsin  com- 
mission, in  order  to  avoid  duplication  of  an  exhaustive  and 
expensive  investigation,  proposed  that  the  railroads  inventory 
and  value  their  own  property  and  submit  their  records,  engineer- 
ing notes,  and  other  data  for  such  checking  and  correction  and 
unification  as  the  commission's  engineers  might  deem  necessary.* 

Following  this  proposal  the  original  physical  valuation  of  rail- 
road property  in  Wisconsin  (1903)  was  made  largely  by  the  com- 
panies, and  then  verified  by  the  commission's  engineers.  The 
final  valuation  by  the  commission's  engineers  greatly  increased 
those  submitted  by  the  railroads.  An  original  valuation  of  prop- 
erty of  companies  representing  about  30  per  cent  of  the  mileage 
of  the  State  was  made  by  the  commission's  engineers. 

*^  Report  of  Wisconsin  Tax  Commission,  1907,  p.  270. 
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Subsequent  y^urly  valuations  were  based  on  annual  statements 
from  all  roads  showing  changes  in  the  physical  valuation  of  their 
property.  These  statements  were  submitted  to  the  commission's 
engineers  for  verification. 

The  intangible  value  as  estimated  by  the  statistical  department 
of  the  commission  is  based  chiefly  upon  gross  and  net  earnings, 
market  price,  or  actual  value  of  the  capital  stock  and  of  the  ftmded 
debt.  The  average  of  each  of  these  factors  is  taken  for  a  series  of 
five  years.  Reports  rendered  to  stockholders,  to  commissions  of 
other  States,  and  to  the  Interstate  Commerce  Commission  are  also 
considered. 

The  follovring  table**  compares  by  years  the  revenue  produced 
by  the  ad  valorem  system  of  taxing  railroads,  now  in  operation, 
with  what  would  have  been  produced  by  the  gross-receipts  system, 
which  it  replaced' 


Z904 
1905 
Z906 
1907 
Z908 


RailnMid  taxes 

under  the  ad 

valorem 

method. 


$2,494,282.57 
2. 579»  290.66 
3,700,237.56 
3,801,685.34 
3,083,720.63 


Railroad  taxes 
under  the  (>toss- 
receipts  system. 


♦1.948,340.57 
1,913,4x0.90 
2,057,733.34 
3,374.380.34 
3,392,  XS5.  71 


Street  Railways. 

Prior  to  1895  street  railways  were  taxed  locally  in  the  same 
manner  as  individuals.  By  a  change  in  the  law  of  that  year  *  these 
companies  were  required  to  pay  a  tax  on  gross  receipts  at  graduated 
rates.  This  tax  was  collected  locally  and  only  a  small  portion  was 
used  for  state  purposes.  Two  years  later  there  was  a  change  in 
both  the  distribution  and  rates,^  and  the  tax  was  made  to  apply 
also  to  electric-Ught  and  power  companies  connected  with  street- 
railway  systems.  In  1899,  and  again  in  1905,  further  changes  in 
rates  were  effected .  ^  Later  (in  1 905) ,  the  tax  base  was  changed  from 
the  gross-receipts  to  the  ad  valorem  method,  which  is  now  in  use.* 
Assessment  is  by  the  State  Tax  Commission.  The  rate  is  the 
average  rate  of  taxation  as  determined  in  the  case  of  steam  rail- 
roads.   The  State,  instead  of  the  localities,  now  collects  the  tax 


a  Report  of  Wisconsin  Tax  Commission,  1909,  p.  82. 

&  Laws  1895,  chap.  363. 

c  Laws  1897,  chap.  223. 

<*  Laws  1899.  chap.  354,  and  Laws  1905,  chap.  437. 

«  Laws  1905,  chap.  493. 
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and  retains  15  per  cent  of  same.  The  remaining  85  per  cent  is 
distributed  to  the  localities  through  which  the  lines  are  operated 
and  in  proportion  to  the  gross  earnings  from  operation  in  each  of 
the  several  towns,  cities,  and  villages. 

The  state  receipts  from  this  class  of  corporations  increased 
gradually  from  about  $9,300  in  1901  to  more  than  $12,600  in  1904. 
Following  the  change  from  the  gross-receipts  to  the  ad  valorem 
method,  receipts  increased  from  $13,600  in  1905  to  about  $17,900 
in  1906,  and  to  about  $22,800  in  1907.  There  was  a  decline  of 
about  $600  in  1908.'* 

Telegraph  Companies. 

The  last  session  of  the  legislature  of  the  Territory  of  Wisconsin  * 
taxed  telegraph  companies  on  the  basis  of  miles  of  line  operated 
within  the  State.  Wisconsin  retained  this  system  imtil  1905, 
when  it  was  superseded  by  the  ad  valorem  method. 

The  rate  of  25  cents  per  mile  of  line  provided  by  the  original  law 
was  raised  to  50  cents  in  1867, «  and  to  $1  in  1868.  In  1882  the 
rate  basis  was  changed  and  these  companies  were  required  to 
pay  $1  per  mile  for  a  single  wire,  $1.50  for  a  double,  $1.75  for  a 
triple,  and  20  cents  per  mile  for  each  additional  wire  owned  or 
operated  within  the  State.  ^  In  1878  real  estate  of  these  com- 
panies was  made  taxable.  Prior  to  that  year  the  mileage  tax  was 
ill  lieu  of  all  other  taxes. ' 

Receipts  from  these  companies  in  1903  were  about  $11,400. 
They  increased  gradually  to  nearly  $13,500  in  1906.  In  1907  the 
increase  was  very  marked,  receipts  having  reached  more  than 
$22,700.     In  1908  there  was  a  slight  decrease  of  about  $300./ 

Telephone  Companies. 

Telephone  companies  were  first  specially  taxed  in  1883.^  The 
original  law  provided  a  rate  of  i  per  cent  on  gross  receipts.  This 
rate  was  increased  in  1885*  to  lyi  per  cent,  and  in  1891  *  to  2% 
per  cent.     The  rate  base  was  changed  in  1897,^  so  that  the  rates 

o  Report  of  Wisconsin  Tax  Commission,  1909,  p.  105. 

*  Laws  Wisconsin  Territory,  1848,  p.  258. 
c  Laws  1867,  chap.  160. 

<*  Laws  1882,  chap.  320. 

«  Rev.  Stats.,  1878,  sec.  1038,  subdiv.  15. 

/  Report  of  Wisconsin  Tax  Commission,  1909,  p.  105. 

0  Laws  1883,  chap.  345. 

*  Laws  1885,  chap.  337. 
^  Laws  1891.  chap.  166. 
/  Laws  1897,  chap.  309. 
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applied  were  2^  P^r  cent  when  the  yearly  gross  receipts  were  less 
than  $ioo,oooand  3  per  cent  whensuch  receipts  equaled  or  exceeded 
that  amount.  In  1905'*  the  rates  of  these  classes  were  increased  to 
2>^  and  4  per  cent,  respectively.  The  present  law*  finiJier  class- 
ifies gross  receipts  and  provides  rates  ranging  from  2K  to  4  per 
cent. 

The  State  Treasurer's  Report,  1907-8,  states,*  especially  with 
reference  to  farmers*  mutual  companies,  that  some  more  equitable 
system  of  taxmg  telephone  companies  should  be  devised  whereby 
the  State  would  derive  its  just  share  of  taxes.  This  statement  is 
supported  by  statistics  which  show  that  38  companies  pay  no  taxes 
to  the  State,  10  companies  pay  from  2  to  7  cents  each,  and  54  com- 
panies pay  over  7  cents  and  less  than  $1  each.  One  company 
reporting  nearly  10,000  miles  of  wire  within  the  State  pays  a  total 
tax  of  $25.72. 

The  governor,  in  his  message  of  1909,  advocates  the  application 
of  the  ad  valorem  method  to  these  companies.** 
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a  Laws  1905,  chap  488. 
&  Laws  1909,  chap.  535. 

<^  State  Treasurer's  Report,  1907-8,  pp.  12-13.    A  later  discussion  will  be  found  in 
State  Treasurer's  Report,  1909-10,  pp.  3-4. 
^  Governor's  message  to  legislature,  Jan.  13,  1909,  p.  13. 
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Department  of  Commerce  and  Labor, 

Bureau  of  Corporations, 
Washington,  November  29,  igi2. 

Sir:  I  have  the  honor  to  submit  herewith  Part  IV  of  the  Bureau's 
Report  on  State  Taxation  of  Corporations.  This  part  deals  with 
the  Western  Central  States,  namely,  Minnesota,  North  Dakota, 
South  Dakota,  Nebraska,  Iowa,  Kansas,  and  Missotui.  Parts  I 
to  III,  already  issued,  covered  the  New  England,  Middle  Atlantic, 
and  Eastern  Central  States.  The  subject  covered  by  Part  IV  is 
presented  as  of  January  i,  191 2. 

This  part  of  the  report  is  presented  in  substantial  uniformity  of 
arrangement  with  the  parts  already  issued,  and  like  those  it  is 
almost  entirely  confined  to  a  concise  exposition  of  facts,  with 
practically  no  conclusions  as  to  theories  of  taxation.  Such  con- 
clusions are  reserved  until  the  facts  have  been  developed  for  other 
sections  of  the  country. 

Taking  the  Western  Central  States  as  a  whole,  a  noteworthy 
feature  of  their  tax  systems  is  that  they  depend  in  the  main  upon 
the  general  property  tax  and  rely  to  a  comparatively  small  extent 
upon  special  taxes  from  corporations  as  compared  with  States  in 
the  three  groups  already  studied.  Minnesota  is  a  notable  excep- 
tion, securing  two-thirds  of  its  revenue  from  special  corporation 
taxes.  Taxation  of  inheritances  and  of  liquor  privileges,  which 
figtu-e  conspicuously  both  in  the  other  groups  as  a  whole  and 
especially  in  individual  States  of  those  groups,  forms,  with  prac- 
tically a  single  exception  (that  of  the  liquor  tax  in  Missouri),  a 
very  unimportant  factor  in  the  state  revenues  of  the  Western 
Central  group. 

Of  corporation  taxes  in  these  western  States,  those  from  railroad 
companies  are  the  most  important,  although  insurance  companies 
contribute  largely  to  such  taxes. 

Another  characteristic  of  taxation  in  these  States  is  the  almost 
universal  failure  to  tax  the  "corporate  excess"  of  mercantile 
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and  manufacturing  companies.  Four  States — Minnesota,  North 
Dakota,  South  Dakota,  and  Kansas — have  laws  providing  for 
such  taxation,  but  either  there  is  no  attempt  whatever  to  enforce 
them,  or  their  appUcation  is  a  practical  failure.  Kansas,  which 
ostensibly  endeavors  to  enforce  its  corporate  excess  tax  law, 
collects  only  about  $13,000  annually  from  this  soiu"ce. 

Each  State  in  this  group  exempts  shares  of  stock  in  the  hands 
of  holders  when  the  property  of  the  corporation  is  taxed  in  such 
State. 

Minnesota  is  perhaps  the  most  interesting  member  of  this 
group.  A  conspicuous  feature  of  its  tax  system  is  the  taxation 
of  gross  earnings  of  railroad  and  other  public-service  corporations. 
The  gross-earnings  method  is  here  applied  more  extensively  and 
yields  a  greater  percentage  of  state  revenue  than  in  any  other 
State  thus  far  studied.  It  is  regarded  by  the  State  as  one  of  the 
most  satisfactory  features  of  its  tax  system.  The  taxation  of 
ore  properties  by  Minnesota  is  another  interesting  feature.  As  a 
result  of  a  new  system,  which  taxes  ore  in  the  ground,  the  taxable 
value  of  such  property  and  the  revenue  therefrom  have  increased 
enormously. 

In  contrast  with  the  great  dependence  placed  by  Minnesota 
upon  the  gross-earnings  method,  the  people  of  South  Dakota  in 
1910  refused  to  adopt  an  amendment  to  the  state  constitution  pro- 
viding for  such  a  tax.  In  that  State  the  general  property  tax 
is  the  chief  reliance,  contributing  89  per  cent, of  the  total  state — 
as  distinguished  from  local — ^revenue  from  taxes,  as  against  10 
per  cent  from  special  corporation  taxes  and  fees,  and  i  per  cent 
from  miscellaneous  sources. 

In  North  Dakota  the  general  property  tax  is  likewise  the  chief 
reliance,  here  also  furnishing  89  per  cent  of  the  state  tax  revenue  as 
against  1 1  per  cent  from  special  corporation  taxes,  fees,  etc. 

Nebraska,  in  1910,  seciured  87  per  cent  of  its  total  state  tax 
revenue  from  the  general  property  tax.  Nebraska  is  the  only 
State  of  this  group  which  has  a  capital  stock  tax.  This  is  levied 
at  low  graduated  rates  on  issued  capital  stock,  and  is  applicable 
to  practically  all  corporations. 

Kansas  and  Iowa  seciure  86  per  cent  and  70  per  cent,  respectively, 
of  their  state  tax  revenue  from  the  general  property  tax.  Mis- 
souri, however,  obtains  only  52  per  cent  from  this  source.  The 
relatively  low  percentage  from  this  tax  in  Missotui  is  apparently 
due  to  the  large  revenue  from  inheritance  and  liquor  taxes. 
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Mention  may  be  made  of  the  severe  restrictions  on  taxation 
imposed  by  the  constitution  of  the  State  of  Missouri.  These 
restrictions,  in  the  opinion  of  many,  have  seriously  embarrassed 
the  conduct  of  the  State's  finances. 

Only  two  of  these  Western  Central  States — ^Minnesota  and 
Kansas — have  permanent  tax  commissions  whose  members  de- 
vote their  entire  time  to  taxation  matters.  In  the  remaining 
States  the  tax  boards  are  composed  of  state  officials  who  usually 
can  devote  but  a  fraction  of  their  time  to  such  duties. 

Separation  of  the  sources  of  state  from  local  revenue,  although 
agitated  in  several  States  of  this  group,  has  not  been  carried  far, 
except  in  Minnesota.  In  Missouri  a  proposed  constitutional 
amendment  providing  for  such  a  division  of  revenue  was  recently 
defeated. 

Minnesota  and  Iowa  have  recently  adopted  the  system  of  taxing 
intangible  personalty  at  a  low  uniform  rate.  Diuing  the  first  year 
of  the  operation  of  this  tax  in  Minnesota,  assessments  of  intangible 
personalty  increased  more  than  ninefold.  In  other  States  where 
this  tax  has  been  adopted,  namely,  Connecticut,  Pennsylvania,  and 
Maryland,  it  has  been  fotmd  successful,  not  alone  in  equalizing  to 
a  very  considerable  degree  the  tax  burden,  but  in  yielding  a 
materially  increased  revenue  from  property  which  in  large  measure 
formerly  escaped  taxation.  It  may  be  noted  that  the  State  of 
New  York  has  recently  endeavored  to  reach  intangible  personalty 
by  its  "mortgage  recording"  and  "secured  debts'*  taxes.  These 
taxes  impose  a  low  rate,  in  reality  a  recording  fee,  on  bonded  and 
other  secured  indebtedness.  They  are,  however,  differentiated 
from  low  uniform  rate  taxes  in  that  they  are  paid  but  once,  the 
securities  thus  taxed  being  thereafter  exempt  from  all  further 
taxation. 

The  operation  of  the  low  tmiform  rate  tax  and  a  comparison  of 
results  obtained  under  it  in  different  States  are  discussed  in  the 
introduction  to  this  part  of  the  report. 
Very  respectfully, 

Luther  Con  ant,  Jr., 
Commissioner  of  Corporations. 

The  President. 
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INTRODUCTION. 

This  Report  One  of  a  Series. 

This  is  the  fourth  number  of  a  series  of  reports  dealing  with 
certain  features  of  state  taxation  of  corporations. 

The  purpose  of  this  report,  like  that  of  each  of  its  predecessors, 
is  to  describe  the  methods  employed  by  each  one  of  a  group  of 
States  in  taxing  manufacturing,  mercantile,  transportation,  and 
transmission  corporations,  and  such  securities  as  those  corpora- 
tions may  issue. 

The  plan,  as  in  preceding  reports,  is  to  deal  with  each  State 
separately,  and  to  present  the  facts  as  to  each  State  in  four  sub- 
divisions, the  first  giving  a  general  view,  the  second  giving  the 
constitutional  and  statutory  provisions  in  detail,  with  annota- 
tions covering  the  principal  decisions  of  the  courts,  the  third  giv- 
ing the  financial  results,  and  the  fourth  giving  comments,  largely 
based  upon  the  reports  or  oral  statements  of  state  officials. 

The  starting  point  for  the  investigation  has  been,  as  heretofore, 
an  examination  of  the  various  state  constitutions  and  laws;  but 
in  this  matter  of  taxation  so  much  depends  upon  practice  that 
before  any  of  the  material  has  been  put  into  final  form,  each  of 
these  States,  as  was  done  in  the  case  of  each  of  the  States  in  pre- 
ceding reports,  has  been  visited  by  a  representative  of  the  Bureau, 
with  the  result  that  from  officials  and  other  persons  much  infor- 
mation has  been  obtained  which  was  not  heretofore  in  print. 

Scope  of  the  Introduction  to  the  Previous  Reports. 

In  the  introduction  to  the  report  regarding  New  England,  the 
competing  theories  as  to  taxation  in.  general  were  stated,  and  it 
was  explained  that  the  diversities  in  the  modes  of  taxing  corpora- 
tions are  due  partly  to  the  competition  between  those  general 
theories,  partly  to  difficulties  peculiar  to  corporations,,  and  partly 
to  the  difference  between  one  kind  of  corporation  and  another. 

In  the  introduction  to  the  report  on  the  Middle  Atlantic  States, 
it  was  shown  that  the  diversities  in  the  modes  used  by  the  several 
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States  for  taxing  the  same  sort  of  corporation  are  so  great  as  to 
tend  to  influence  capitalists  in  their  choice  not  only  of  the  State 
wherein  their  projected  company  should  be  incorporated,  but  also 
the  State  in  which  the  corporation  should  carry  on  its  business; 
and  besides  to  influence  stockholders  in  their  selection  of  a  State 
of  residence.  In  the  same  introduction  a  few  of  the  problems 
underlying  any  attempt  to  frame  a  system  of  taxation  for  cor- 
porations were  stated,  without  any  suggestion  of  solutions,  but 
rather  with  the  idea  that  the  mere  statement  of  the  problems 
would  give  rise  to  enlightening  discussion. 

In  the  introduction  to  the  report  on  the  Eastern  Central  States, 
there  was  tf  more  minute  presentation  of  some  of  the  important 
problems  as  to  the  modes  of  measuring,  collecting,  and  distrib- 
uting corporate  taxes,  with  special  r'eference  to  the  questions 
whether  the  machinery  for  such  taxation  should  be  local  or  state, 
and  whether  the  proceeds  should  be  used  by  the  State  or  by  the 
localities.  There  were  accompanying  tabular  views,  showing  in 
considerable  detail  the  methods  employed  by  the  iStates  north  of 
the  Potomac  and  east  of  the  Mississippi.  Table  D  of  the  intro- 
duction to  the  present  report  consolidates  these  tables  and  extends 
them  so  as  to  cover  the  Western  Central  States,  comprising  this 
group. 

Scope  of  the  Introduction  to  this  Report. 

The  present  report  carries  the  investigation  almost  to  the  Rocky 
Mountains :  States  containing  much  more  than  half  of  the  popu- 
lation of  the  United  States  have  now  been  studied — roughly 
speaking,  the  whole  region  north  of  the  latitude  of  the  city  of 
Washington  and  east  of  Denver,  covering  23  States  and  the  Dis- 
trict of  Columbia.  It  might  seem  that  it  would  now  be  practi- 
cable, in  the  light  of  the  information  gleaned  from  so  wide  a  field, 
to  outline  some  of  the  chief  features  of  such  a  system  of  corporate 
taxation  as  would  be  approximately  a  composite  photograph 
of  the  systems  now  in  use,  with  indications  here  and  there  of 
reforms  which  by  persons  of  experience  have  been  suggested  as 
desirable  and  practicable.  This,  however,  is  not  attempted  for 
the  reason  that  still  further  information  is  needed.  Instead,  the 
taxation  of  intangible  personal  property  at  a  low  uniform  rate  is, 
by  reason  of  .public  interest  at  the  present  moment  and  the  increas- 
ing extent  of  its  application,  made  a  special  feature  of  this  intro-. 
duction. 
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The  Relative  Importance  of  Taxation  of  Corporations. 

In  state,  as  distinguished  from  local,  taxation,  the  ratio  of  taxes 
from  corporations  to  other  sources  of  state  income  is  usually 
greater  in  the  East  than  in  the  West.  In  12  of  the  24  jiuisdictions 
covered  by  this  report  and  its  predecessors,  the  state  tax  on  cer- 
tain corporations  was  at  least  half  of  the  income  realized  from 
state  as  distinguished  from  local  taxation.  The  amounts  and  the 
ratios  are  presented  in  Table  A.  As  explained  in  the  introduction 
to  the  Eastern  Central  States,  however,  the  amounts  appearing  in 
the  first  column  of  Table  A  are  somewhat  less  than  actual  collec- 
tions from  corporations  in  certain  States  covered  by  the  table, 
since  there  are  no  adequate  data  as  to  the  amount  received  by 
the  States  from  the  local  collection  of  the  general  property  tax 
so  far  as  it  applies  to  corporations. 

It  will  be  seen  from  the  table  that  the  percentage  of  state  taxes 
received  from  corporations  is  lower  in  this  than  in  any  other 
group  thus  far  treated,  and  that  a  correspondingly  higher  per- 
centage of  state  revenue  is  received  from  the  general  property 
tax.  The  only  State  of  this  group  which  receives  more  than  50 
per  cent  of  its  total  taxes  from  special  taxation  of  corporations  is 
Minnesota.  Inheritance  taxes  are  important  in  Iowa,  Missouri, 
and  Minnesota,  yielding  between  6  and  7  per  cent  of  the  state 
taxes.  The  liquor  tax  is  large  in  Missouri  only,  where  it  yields 
30  per  cent. 
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Tabls  a. — ^ToTAi,  Stats  Taxbs,  as  Distinguished  from  I/xial  Taxbs,  with 
Amounts  and  Percentages  Contributed  by  Certain  Specified  Sources  of 
Taxation,  for  1910:  New  England,  Middle  Atlantic,  Eastern  Central,  and 
Western  Central  Groups. 

[This  table  relates  only  to  state  revenue  from  tazatioa.] 


SUtes. 


NBW  BNCtAND  GROUP. 

Maine 

New  Hampshire 

Vennont 

Massachusetts 

Rhode  Island 

Connecticut 

MIDDLS  ATLANTIC  GROUP. 

NcwYork 

New  Jersey 

Pennsylvania 

Delaware 

Maryland 

District  of  Columbia 

BASTSRN  CSNTRAL  GROUP. 
Ohio 

Indiana 

Illinois 

Michigan 

Wisconsin 

WBSTBRN  C8NTRAL  GROUP 

Minnesota 

North  Dakota 

South  Dakota 

Iowa 

Nebraska 

gowtt^ 

Missouri 


Corpora^ 
tion|,ax. 


$1,367,088 

598,3x2 

988,174 

5. 520, 796 

9a6, 04X 

.^>  445, 945 


zo, zao,3i6 

6,7x7,580 

I 7i 254,588 

319.675 
1,179,867 

*  971.977 

•5*764,507 

'z,  420,849 

•  2, 820, 255 

5. 387, 530 

4,155,493 


5>  373, 4x4 
•387,640 

*  273, 776 
S  863, 296 
»  660,  777 
S 941,655 
*i»03i,574 


General 

property 

tax. 


$804,997 
725»5" 


5,500,000 
840,421 
453>535 


*z,zo8,475 


z,  224,000 
4»4x6,Z7X 


2,646,465 
6, 109, 254 
4, 836, 592 
6,1x2,436 
1,354,561 

3, z6o, 636 
X,  207, 774 
1,243,423 
2,070,757 
x»945,052 
2,087,482 
*  2,294,000 


Inheri- 
tance tax. 


$Z38, 250 

X45>62o 

88,969 

z, 671,7x6 


439,850 

8, 2x2, 736 
632,089 

z, 803, 088 

x,778 

293>994 


x6, 757 


556, 257 
258,320 
283,567 

508,882 


Liquor  tax. 


4,X43 
2X5,473 


8,828 
3x4,288 


$XX3,5S8 


59,989 
8zo, 380 
x6z,59Z 


9f  589, 779 


X,  752,982 


434.660 
458, 275 


2,079*039 


x8,ao8 


53,754 


X, 577. 907 


Miscella- 
neous tax 
receipts. 


$19,893 
76,686 
62,963 
34»669 

*  93, 034 
520,874 

^7,5x6,955 

59.506 

2,45X,o8o 

X5X,962 

47x,688 

zaz,9ZO 

160,463 


159,857 
XX7,X52 
132,023 

38,909 
3*S4X 

X71464 
z66,8xx 

9,309 


31,528 


ToUl  state 
taxes. 


$2.343»786 
1,546,129 
z, 200,095 

X3,537»56x 
a,oax,o87 
4,860,204 


35*439,786 

7. 409.x 75 
24,370,2x3 

473»4X5 
3,604,209 

5,968,333 

xo,667,23t 
7, 530,  X03 
8,372,96x 

tt,  893, 646 
51825,643 

8,X35>595 
X, 599, 255 
x,537i8o6 

3.3x6,337 
2,6x5,138 

3,037,96s 
5*249,397 


1  Of  this  amount.  $4,635,443.20  came  from  stock-transfer  tax  and  $x, 93 x, 848.39  from  mortgage  tax. 

*  Tax  on  persozuil  property. 

*  Includes  State's  share  of  general  property  tax  collected  locally  from  certain  corixvations.    (See  table 
of  finandal  results  under  each  Sute.)   With  the  exception  of  the  District  of  Columbia,  as  previously  noted 
it  is  impossible,  practically,  to  ascertain  or  estimate  from  the  information  available  the  amount  thus 
received  from  corporations  in  the  States  included  in  this  table. 

*  Includes  some  miscellaneous  Ucense  fees. 
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Tablb  a.—- Total  Stats  Taxss,  as  Distinguished  from  Local  Taxbs,  with 
Amounts  and  Pbrcsntages  Contributbd  by  Certain  SpEcn^rsD  Sources  op 
Taxation  por  1910:  New  England,  Middle  Atlantic,  Eastern  Central,  and 
Western  Central  Groups— Continued. 

PER  CENT  op  total  STATE  TAXES. 


SUtes. 


NEW  BNOLAND  GROUP. 

Maine , 

New  Hampshire 

Vennont 

Massachusetts 

Rhode  Island 

Connecticut 

MXDDLB  ATLANTIC  GftOUP. 

New  York 

New  Jeisey 

Pennsylvania 

DelawBie 

Maryland 

District  of  Columbia 

SASTBBM  CBNTRAL  GROUP, 

Ohio 

Tti^iawft 

Illinois 

Mi<^gan 

WisooDsin 

WSmSRN  CSNTRAL  GROUP 

Minnesota 

North  DakoU 

South  Dakota 

Iowa 

Nebraska 

yawca^ 

Missouri 


Corponir 
tiontax. 


54 

39 
8a 

4* 
46 
71 


89 

91 

71 
67 

33 

1  z6 


»S4 

»19 

»34 

45 

71 


66 

«»4 
I18 
la6 
»»5 
>3i 
1m 


General 

property 

tax. 


34 

47 


41 

4Z 

9 


34 

74 


8x 
56 
53 

27 


»7 
76 
81 
6a 
74 
69 
43 


Inheri- 
tance tax. 


6 

9 

8 

za 


aj 
8 

7 

z 
8 


6 
a 
5 


Liquor  tax 


5 

6 
8 


a? 


za 
8 


ao 


MlsceUa- 

neoustax 

receipts. 


5 
zt 


laz 

I 
zo 

3a 

13 

a 


z 
5 

X 


30 


Total  state 
taxes. 


zoo 
zoo 
zoo 
zoo 
zoo 
100 


zoo 
zoo 
zoo 
zoo 
too 
zoo 


zoo 
zoo 
zoo 
zoo 
zoo 


zoo 
zoo 
zoo 
zoo 
zoo 
100 
zoo 


1  Includes  State's  share  of  general  property  tax  collected  locally  from  certain  corporations.  (See  table 
of  financial  results  under  each  State. )  With  the  exception  of  the  District  of  Columbia,  ar  previously  noted , 
it  is  impossible,  practically,  to  ascertain  or  estimate  from  the  inforiziation  available  the  amount  thus 
received  from  corporations  in  the  States  included  in  this  table. 

The  Great  Importance  of  Railway  Taxation. 

In  this,  as  in  the  three  groups  preceding,  the  most  important 
source  of  income  from  the  taxation  of  corporations  is  from  rail- 
roads. The  details  as  to  the  amounts  and  as  to  the  ratios  among 
the  various  classes  of  corporations  are  given  in  Table  B,  which 
is  an  analysis  of  the  items  appearing  in  the  first  column  of  Table 
A,  and  shows  the  classes  of  corporations  respecting  which  it  was 
possible  to  ascertain  or  estimate  the  taxes  accruing  to  the  State 
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Importance  of  Definite  Rules  for  Valuing  Railways. 

It  has  been  found  in  many  States,  among  them  some  of  the 
States  covered  by  the  present  report,  that  the  central  official  body 
which  values  railways  for  purposes  of  taxation  has  no  system 
capable  of  statement.  The  officials  take  into  account  mileage, 
double  trackage,  sidetracks,  cars,  expenses,  indebtedness,  market 
value  of  shares,  and  so  on;  and  in  some  way  they  combine  these 
various  elements  and  make  up  an  opinion  as  to  the  railway's  tax- 
able value.  Yet,  so  great  is  the  difficulty  of  solving  such  a  prob- 
lem, that  they  can  not  explain  how  they  solve  it.  The  difficulty 
of  the  problem  is  perceptible  enough,  but  it  is  equally  clear  that  a 
solution — or,  at  least,  an  accurate  solution — is  not  facilitated  by 
approaching  the  problem  without  any  rule.  While  the  officials 
may  have  some  rule  m  mind,  in  many  instances  they  have  not  yet 
found  a  rule  which  is  so  satisfactory  to  them  as  to  be  expediently 
stated  as  a  final  test  of  the  fairness  of  their  results.  There  is  no 
occasion  for  commenting  unfavorably  upon  the  failure  to  annotmce 
a  rule  not  yet  fully  existent,  nor  upon  the  delay  in  finding  a  rule 
that  is  satisfactory.  The  difficulties  of  the  case  are  an  adequate 
defense.  Yet  what  is  very  important  is  to  notice  that  as  yet  there 
is  no  exact  rule,  and  that  there  must  be  one  some  day,  and  that 
the  rule,  when  adopted,  should  be  made  public.  Here  is  a  place 
where  publicity  is  the  best  and,  indeed,  the  only  guard  against 
inaccuracy,  unfairness,  and  suspicion. 

Corporate  Excess  System  not  Successful  when  Administered  by 
Local  Officials. 

In  the  group  described  in  the  present  report  it  is  noticeable  that 
there  are  several  States  which  have  adopted  in  some  form  the  cor- 
porate excess  system,  which  involves  determining  the  market  value 
of  a  corporation's  shares ;  that  each  of  them  administers  this  system 
through  local  officials,  and  that  each  of  them  reports  the  system 
as  practically  unproductive  of  revenue.  In  the  States  examined 
for  previous  reports,  the  corporate  excess  system  is  used  by  several, 
is  administered  by  central  state  officials,  and  is  productive.  Per- 
haps the  instances  observed  are  not  sufficiently  numerous  to  furnish 
a  generalization  wholly  free  from  criticism ;  but  certainly  the  strong 
probability  is  that  a  corporate  excess  system  should  be  controlled 
not  by  local  officials  but  by  state  officials.  Local  administration 
of  such  a  system  certainly  has  the  serious  disadvantage  of  putting  it 
in  the  power  of  localities  to  attract  corporations  by  laxness,  and 
thus  to  place  upon  other  localities  an  tmfair  biurden;  and  hence, 
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even  if  local  administration  did  not  in  fact  turn  out  to  be  as  unsuc- 
cessful as  it  appears,  there  would  be  adequate  reason  for  placing 
this  matter  in  the  hands  of  the  State.  There  is  no  agreement  on 
the  question  whether  the  corporate  excess  system  is  desirable,  but 
there  certainly  can  be  no  question  that  when  it  is  cast  in  such  form 
as  to  be  imenforceable  it  ought  to  be  amended  or  abolished. 

Advisability  of  a  Low  Rate  on  Intangible  Personalty. 

The  impossibility  of  procuring  adequate  returns  as  to  intangible 
personal  property  has  recently  led  two  of  the  States  of  this  group, 
Minnesota  and  Iowa,  to  adopt  as  to  certain  classes  of  intangible 
personal  property  a  special  rate.  This  method  of  taxing  intangible 
personalty  was  previously  adopted  in  Pennsylvania,  Connecticut, 
and  Maryland;  and  as  far  as  figures  can  be  ascertained  the  result  in 
each  State  is  to  increase  assessments  very  considerably.  There  is  a 
great  variety  in  the  rates  applied,  in  the  purposes  for  which  the  reve- 
nue is  collected,  and  in  the  yield  of  revenue.  In  one  important  par- 
ticular, however,  the  method  has  been  found  uniformly  successful, 
namely,  in  equalizing  to  a  very  considerable  degree  the  tax  burden 
imposed  upon  this  class  of  property.  Thus,  in  Minnesota,  while 
the  tax  yields  of  1910  and  1911  were  approximately  the  same,  yet 
the  tax  was  borne  in  1911  by  more  than  nine  times  as  much  prop- 
erty as  was  returned  in  1910. 

Basis  of  Table  C. 

The  lack  of  uniformity  in  the  methods  of  applying  this  system 
prohibits  a  comparison  of  revenue  for  state  purposes  only.  For 
*  this  reason  Table  C,  following,  is  based  primarily  upon  a  consider- 
ation of  the  tax  burden  as  borne  by  the  property  rather  than  upon 
the  effect  of  the  system  as  supplying  revenue  to  particular  divisions 
of  government. 

The  object  of  the  table  is  to  show  the  effect  of  the  uniform  rate 
upon  assessments  and  revenue  in  those  States  wherein  it  has  been 
adopted.  The  years  and  periods  of  years  selected  for  this  purpose 
and  shown  in  the  table  for  each  State  are:  (i)  The  year  imme- 
diately preceding  the  inauguration  of  the  uniform  rate;  (2)  the 
year  or  period  within  which  the  imiform  rate  became  eflfective; 
(3)  the  year  or  period  which  preceded  any  change  in  the  uniform 
rate;  (4)  the  year  or  period  within  which  such  change  became 
effective ;  and  (5)  the  last  year  for  which  data  are  obtainable.  An 
exception  to  item  (i)  of  this  statement  is  foimd  in  Pennsylvania, 
where  as  early  as  1831  certain  kinds  of  intangible  property  were 
taxed  at  a  specified  low  rate,  but  it  was  not  until  1885  that  the 
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laws  were  codified  so  as  to  make  it  clear  that  all  intangible  per- 
sonalty was  exempt  from  taxation  under  the  local  rate.  In  this 
year  more  efficient  machinery  was  put  in  operation  for  the  collec- 
tion of  the  tax,  and  the  full  effect  of  the  imiform  rate  system  is 
probably  first  shown  in  1886. 

As  a  better  index  to  the  measure  of  normal  increase,  it  has  been 
deemed  advisable  in  three  instances  to  use  yearly  averages  instead 
of  actual  assessments  and  receipts.  In  the  first  instance  they  are 
based  on  the  period  of  five  years  which  preceded  the  change,  in 
1892,  from  the  $3  to  the  $4  rate  in  Pennsylvania.  In  the  second, 
they  are  based  on  the  period  of  five  years  beginning  with  and 
including  1892,  the  year  in  which  this  changed  rate  became 
effective.  In  the  two  instances  the  use  of  periods  instead  of  spe- 
cific years  is  chosen  because  a  very  considerable  *amoimt  of  taxes 
was  withheld  for  two  or  three  years  pending  settlement  of  litiga- 
tion. The  third  instance  occurs  in  connection  with  Connecticut. 
Here  the  yearly  averages  for  assessments  and  receipts  are  based 
on  the  seven  years  during  which  the  $2  rate  was  in  effect.  These 
averages  are  used  instead  of  the  actual  figures  for  the  specific  year 
in  which  the  rate  became  effective,  namely,  1890,  because  niany 
taxes  during  1890 'were  paid  in  advance  for  five  years.  A  com- 
parison of  figures  for  specific  years  in  any  of  the  three  cases  cited 
would  not  represent  normal  conditions. 

Certain  exceptions  to  the  broad  application  of  the  imiform  rate 
method  of  taxing  intangible  personalty  have  not  been  considered 
in  the  table.  Thus,  property  ordinarily  subject  to  the  imiform 
rate  is  not  subject  thereto  when  owned  by  corporations  paying 
special  taxes  in  lieu  of  all  other  taxes.  Under  this  head  would  come 
corporations  in  Pennsylvania  which  pay  the  capital  stock  tax  on 
their  entire  capital;  and  again  in  Minnesota  certain  moneys  and 
credits  when  held  by  banks  are  not  subject  to  the  imiform  rate, 
but  this  same  property  would  be  subject  thereto  if  held  by  an 
individual  or  by  certain  classes  of  corporations. 
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14  TAXATION   OP   CORPORATIONS. 

Low  Rate  on  Intangible  Personalty  in  Minnesota  and  Iowa. 

In  191 1  Minnesota  and  Iowa  adopted  the  uniform-rate  method. 
Minnesota  in  191 1  increased  assessments  829  per  cent  over  those  of 
the  previous  year  without,  however,  increasing  the  revenue. 

Data  showing  results  of  the  operation  of  the  imiform-rate  law 
in  Iowa  are  not  yet  obtainable,  as^the  law  forbids  the  application  of 
the  uniform  rate  to  the  191 1  levies.  A  pecuHar  feature  of  this  law 
is  seen  in  an  interpretation  by  the  state  auditor  in  his  instructions 
to  assessors.  He  directs  that  intangible  personalty  subject  to  the 
uniform  rate  shall  be  assessed  at  full  value.  It  would  seem  that 
assessment  of  this  property  at  full  value  while  other  property  is  by 
statute  assessable  at  one-fourth  value  would  defeat,  in  part  at 
least,  a  chief  purpose  which  prompts  the  adoption  of  the  low-rate 
method,  namely,  the  inducement  of  greater  returns  by  the  imposi- 
tion of  lighter  taxation. 

Low  Rate  on  Intangible  Personalty  in  Pennsylvania,  Connecticut, 
and  Maryland. 

The  effect  of  reducing  the  rate  on  intangible  personalty  and 
providing  improved  administrative  machinery  in  Pennsylvania  is 
shown  in  an  increase  in  assessments  from  $155,107,000  in  1885  to 
$390,750,000  in  1886,  or  152  per  cent;  at  the  same  time  revenue 
increased  from  $6 1 0,608  to$i, 172,250,  or  92  percent.  The  average 
increase  for  the  five  years  following  (1887-1891)  was  57  per  cent  in 
both  assessments  and  receipts.  In  1892  the  rate  was  changed 
from  $3  to  $4.  During  the  five  years  following  (i 892-1 896)  the 
average  assessments  increased  to  $839,565,000,  or  37  per  cent,  and 
revenue  increased  to  $3,358,260,  or  82  per  cent.  In  1910  assess- 
ments amounted  to  $1,741,865,000  and  revenue  to  $6,967,460,  an 
increase  in  each  case  of  107  per  cent  over  Jie  yearly  average  for  the 
1 892- 1 896  period. 

The  Connecticut  plan  gives  the  option  of  paying  locally  the 
general-property  tax  at  the  regular  rates.  Amounts  assessed  and 
paid  locally  are  shown  separately  from  those  assessed  and  paid 
to  the  State  at  the  imiform  rate.  The  percentage  of  increase  is, 
however,  based  on  the  total  of  both.  The  low  uniform  rate  was 
adopted  by  the  State  of  Connecticut  in  1890.  For  the  following 
seven-year  period  (i  890-1 897)  the  average  yearly  assessments 
increased  over  the  assessments  for  1889  from  $12,983,000  to 
$27,836,000,  or  1 14  per  cent,  while  revenue  decreased  from  $162,288 
to  $133,107,  or  18  per  cent.  During  1898  the  uniform  rate  was 
raised  to  $4.    This  resulted  in  decreasing  assessments  14  per  cent 
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and  decreasing  revenue  2  per  cent.  This  decrease,  however,  was 
overcome,  and  in  1910  assessments  amounted  to  more  than 
$45,000,000,  an  increase  over  1898  of  89  per  cent,  and  revenue  to 
approximately  $230,000,  or  an  increase  of  76  per  cent  during  this 
period. 

Figures  for  the  entire  State  of  Maryland  are  not  available,  and 
those  given  in  the  table  are  for  the  city  of  Baltimore  only.  The 
effect  of  the  inauguration  of , the  low  rate  in  1897  was  to  incres^ 
assessments  from  $6,000,000  to  $58,704,000,  or  878  per  cent,  and 
revenue  from  $130,650  to  $280,312,  or  115  per  cent  over  the  pre- 
vious year.  Between  1897  and  191 1  assessments  increased  to 
$165,834,000,  or  182  per  cent,  and  revenue  increased  to  $862,337, 
or  208  per  cent. 

New  York  Method  of  Treating  Intangible  Personalty. 

In  191 1  New  York  extended  its  method  of  commuting  taxes  on 
certain  classes  of  intangible  personal  property  through  the  **  Se- 
cured Debts"  law.  As  noted  in  Part  II,  under  the  ** Mortgage- 
Recording  Tax  "  law,  bonds  and  other  obligations  secured  by  New 
York  realty  mortgages  upon  which  the  recording  tax  has  been  paid 
are  exempt  from  all  other  taxation.  The  ** Secured  Debts"  law 
provides  a  tax  of  one-half  of  i  per  cent  on  the  face  value  of  bonds, 
notes,  and  other  debts  secured  by  mortgages  of  property  in 
any  State  other  than  New  York.  This  tax  is  for  state  ptu-poses, 
and,  like  the  mortgage-recording  tax,  when  paid  once,  it  exempts 
such  secured  debts  from  further  state,  county,  or  municipal  taxa- 
tion. While  the  rate  charged  for  such  commutation  is  low — ^very 
low,  indeed,  when  the  life  of  a  bond  or  other  secured  debt  extends 
over  a  long  period  of  years — clearly  it  is  not  an  equivalent  of  an 
annual  rate,  for  the  term  of  years  may  vary  with  each  secured 
debt.  Hence  it  can  not  be  considered  as  a  low  imiform  rate  tax, 
and  it  has  not  been  so  treated  in  this  discussion. 

Kinds  of  Intangible  Personalty  Subject  to  the  Low  Rate  Method. 

Pennsylvania,  Minnesota,  and  Iowa  tax  at  a  uniform  rate 
practically  all  kinds  of  intangible  personalty,  with  the  few  excep- 
tions noted  in  the  text  and  in  the  table.  In  Maryland  the  rate 
appUes  to  interest-bearing  obhgations  of  all  corporations  and  also 
to  dividend-paying  shares  of  foreign  corporations.  In  Connecticut 
there  are  important  exceptions.  Bonds  of  steam  and  street  rail- 
ways operating  in  that  State  are  considered  in  taxing  the  corporate 
excess  of  such  companies,  and  they  are  not  taxable  to  the  holder 


i6  Taxation  of  corporations. 

under  the  uniform  rate.  Shares  of  stock  are  not  taxable  m  Con- 
necticut. This  probably  explains  in  some  measure  the  seemingly 
tmfavorable  showing  with  respect  to  assessments  for  the  whole 
State  of  Connecticut  as  compared  with  those  for  the  city  of  Balti- 
more, namely,  in  1910  the  Connecticut  assessment  was  a  little 
more  than  $45,000,000,  while  that  for  the  city  of  Baltimore 
exceeded  $158,000,000. 

Collection  and  Distribution  of  the  Low' Rate  Taxes. 

In  Pennsylvania,  the  State  collects  and  retains  all  the  taxes  on 
corporate  loans  and  receives  one-fourth  of  the  tax  on  other 
intangible  personalty,  which  is  collected  locally.  In  Connecticut, 
the  State  collects  and  retains  all  of  the  tax.  In  Maryland,  the 
uniform  rate  is  collected  and  retained  by  the  locality;  and  the 
same  property  is  subject  to  the  state  rate  on  general  property. 
In  Minnesota  it  is  collected  locally,  and  one-sixth  is  transmitted 
to  the  State.  In  Iowa  it  will  be  collected  locally  and  distributed 
for  both  state  and  local  purposes  in  the  same  manner  as  the  tax 
on  general  property. 

Success  of  the  Low  Rate  Method. 

During  the  12-year  period  (1898-1910)  the  percentages  of 
increase  in  assessments  for  three  States  were  as  follows:  Penn- 
sylvania, 95  per  cent;  Connecticut,  89  per  cent;  Maryland  (for 
Baltimore  only),  161  per  cent.  The  percentages  of  increase  in 
revenue  during  the  same  period  were:  Pennsylvania,  95  per  cent; 
Connecticut,  76  per  cent;  and  Maryland  (for  Baltimore),  152 
per  cent. 

Looking  only  at  the  results  obtained  in  Baltimore  (those  for  the 
whole  State  not  being  available) ,  the  low  uniform  rate  method  of 
taxing  intangible  personalty  may  be  regarded  as  having  worked 
more  successfully  in  Maryland  than  in  Pennsylvania  and  Con- 
necticut, notwithstanding  the  higher  Maryland  rate. 

Notwithstanding  this  favorable  showing  in  Maryland,  it  is 
inferable  from  an  oflGicial  report  *  that  much  intangible  personalty 
which  is  subject  to  the  uniform  rate  law  still  escapes  taxation  in 
that  State. 

Minnesota  has  the  lowest,  and  Maryland  (including  the  state 
tax)  has  the  highest  rate  on  such  intangible  property. 

^  Report  of  the  Advisory  CommiUee  on  Taxation  to  the  Mayor  of  Baltimore,  1908, 
p.  147. 
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Importance  of  Uniformity  Throughout  the  United  States. 

The  introductions  to  the  preceding  reports  have  emphasized 
the  lack  of  uniformity  in  methods  of  taxation  as  between  the 
States.  It  is  hardly  necessary  to  give  new  instances  of  that 
diversity.  Anyone  who  doubts  that  the  diversity  exists  can  easily 
satisfy  himself  by  examining  any  one  of  the  previous  introductions, 
particularly  the  introduction  to  the  report  on  the  Eastern  Central 
States,  or  by  examining  in  the  present  report  Table  D,  by  which 
the  same  information,  in  a  rather  different  form  from  that  found 
in  Tables  B  and  C  of  the  report  on  the  Eastern  Central  States,  is 
presented  as  to  all  the  States  now  covered. 

This  table  forms  the  basis  for  an  adequate  general  conception 
of  the  prevalence  of  the  different  forms  of  taxation  applied  to  the 
six  classes  of  corporations  mentioned.  Footnotes  have  been  added 
giving  the  most  important  variations  in  the  extent  or  method  of 
application  of  certain  taxes,  (i)  to  the  different  corporations  in  the 
same  State,  (2)  to  the  same  class  of  corporations  in  different  States, 
(3)  to  foreign  as  distinguished  from  domestic  corporations,  etc. 

Some  of  the  disadvantages  of  such  diversities  as  are  shown  in  this 
table  were  pointed  out  in  the  introduction  to  the  report  on  the 
Middle  Atlantic  States.  Such  diversities  tend  to  caluse  a  dispro- 
portionate nmnber  of  corporations  to  be  organized  in  certain 
States,  and  to  encourage  carrying  on  corporate  business  in  certain 
States,  not  necessarily  the  same  ones;  and  to  induce  the  owners 
of  corporate  secmities  to  reside  in  certain  States,  these  again  not 
necessarily  being  the  States  where  corporations  find  it  to  their 
advantage  to  organize  or  to  do  business.  This  artificial  inter- 
ference with  the  natural  trend  of  business  is  open  to  many  objec- 
tions, and,  aside  from  these,  there  can  be  no  doubt  that  the  diver- 
sity of  systems  of  taxation  in  some  instances  produces  very  marked 
inequality.  The  resident  of  Massachusetts  owning  foreign  stocks 
and  bonds  is  taxable  on  both,  but  the  resident  of  Wisconsin  is 
taxable  on  the  bonds  only,  and  the  resident  of  the  District  of 
Columbia  is  taxable  on  neither.  Such  diversities  tend  to  encotu-- 
age  the  capitalist  to  treat  sectuities,  no  matter  what  the  law 
may  be,  as  morally  nontaxable. 

From  every  point  of  view  it  seems  clear  that  systems  of  taxa- 
tion, and  especially  systems  of  taxing  corporations  and  corporate 
sectu-ities,  should  be  substantially  uniform  throughout  the  United 
States. 
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Approximately  66  per  cent  of  the  Minnesota  state  (as  distin- 
guished from  local)  taxes,  which  amount  to  more  than  $8,000,000 
annually,  is  paid  by  corporations  assessed  by  the  State. 

The  gross-earnings  tax  is  more  extensively  used  in  this  than  in 
any  other  State  thus  far  studied.  It  appHes  to  railroad,  car, 
telephone,  and  express  companies,  and  in  1910,  57  per  cent  of  the 
total  taxes  for  state  purposes  was  raised  by  this  method.  As  in 
the  Maine  system,  interstate  earnings,  except  express  company 
earnings,  are  used  as  a  measure  of  value.  Express  companies 
are  taxed  on  purely  state  earnings  less  transportation  charges 
paid  to  railroads,  but  at  a  comparatively  high  rate. 

Mining  profjerty  is  classified  and  assessments  are  levied  on  the 
value  of  ore  in  the  ground.  Under  this  method  assessments  have 
increased  from  $70,000,000  in  1906  to  about  $222,000,000  in 
1910,  a  gain  of  more  than  $152,000,000,  or  217  per  cent.  In 
1 9 10,  18  per  cent  of  the  State's  share  of  the  general  property  tax 
came  from  mining  property.  The  greater  part  of  this  was  from 
one  county. 

Minnesota  has  followed  Pennsylvania,  Maryland,  and  Connect- 
icut in  adopting,  in  191 1,  a  low  uniform  rate  on  intangible  per- 
sonalty. As  a  result,  the  assessed  value  of  this  class  of  property 
rose  from  $13,000,000  in  1910  to  $122,000,000  in  191 1,  an  increase 
of  $109,000,000. 

The  Minnesota  constitution  requires  any  repeal  or  amendment 
of  laws  taxing  railroads  on  the  gross-earnings  basis  to  be  sub- 
mitted to  a  vote  of  the  people.  As  to  the  taxation  of  other  cor- 
porate property,  legislative  power  is  not  so  restricted. 

The  largest  single  item  of  state  revenue  from  taxation  in  1910 
was  .from  railroads,  approximately  $4,500,000,  or  55  per  cent; 
general  property,  a  little  over  $2,000,000,  or  27  per  cent;  inher- 
itances, about  $500,000,  or  6  per  cent;  and  liquor  taxes,  $50,000, 
or  less  than  i  per  cent. 

North  Dakota. 

The  total  state,  as  distinguished  from  local,  revenue  from  taxa- 
tion in  1910  was  approximately  $1,600,000,     Of  this  amount  24 
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per  cent  was  from  corporations  assessed  by  the  State.  Taxes 
paid  by  other  corporations  can  not  be  estimated. 

With  remarkably  few  exceptions,  such  as  the  taxation  of  insur- 
ance companies  on  premiums  received,  North  Dakota  depends 
entirely  upon  the  general  property  tax. 

A  central  state  board  assesses  steam  and  street  railroad, 
express,  car,  telegraph,  and  telephone  companies.  After  assess- 
ment all,  except  car  companies,  are  taxed  in  the  same  manner  as 
individuals,  the  legislature  never  having  acted  under  the  consti- 
tutional provision  permitting  the  taxation  of  railroads  on  gross 
earnings. 

Because  of  the  impracticability  of  distributing  comparatively 
small  assessments  among  numerous  minor  taxing  districts,  freight 
car  companies,  according  to  custom,  are  taxed  by  the  State  for 
state  purposes. 

The  statutes  provide  for  the  local  assessment  of  corporate  excess ; 
but,  as  in  other  States  of  this  group,  the  excess  is  seldom,  if  ever, 
reached. 

The  State's  share  of  taxes  collected  in  1910  was  approximately 
as  follows:  From  railroads,  $210,000;  from  insiu-ance  companies, 
$140,000;  from  certain  other  corporations,  $9,000;  from  corpora- 
tion fees,  $29,000;  and  from  general  property,  $1,200,000. 

South  Dakota. 

State,  as  distinguished  from  local,  revenue  from  taxation  is  a 
little  more  than  $1,500,000  annually.  '  Approximately  18  per 
cent  of  this  is  from  corporations  assessed  by  the  State.  Taxes 
assessed  locally  can  not  be  estimated.        ^ 

South  Dakota  depends  almost  wholly  on  the  general-property 
tax.  This  tax  is,  however,  slightly  differentiated  from  its  appli- 
cation in  North  Dakota  inasmuch  as  certain  corporations  are 
taxed  at  the  average  of  all  tax  rates,  and  collection  in  such  cases 
is  by  the  State  for  state  and  local  purposes.  Another  distin- 
guishing feature  is  that  a  consideration  of  gross  earnings  forms 
the  chief  factor  in  determining  the  intangible  value  of  express, 
telegraph,  and  sleeping  car  companies  assessed  by  the  State. 

Following  somewhat  the  Michigan-Wisconsin  plan,  South 
Dakota  recently  completed  a  physical  valuation  of  railroads. 
The  chief  difference  in  method,  however,  is  that  South  Dakota 
placed  no  valuation  on  the  intangible  assets  of  any  company, 
while  in  the  Michigan  and  Wisconsin  valuations  careful  consid- 
eration was  given  to  all  factors  entering  into  nonphysical  ele- 
ments of  railroad  valuation. 
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The  State's  share  of  taxes  collected  in  1910  was  approximately 
as  follows:  General  property  (including  some  corporate  prop- 
erty), $1,242,400;  insm-ance  companies,  $125,000;  railroads, 
$122,000;  express,  telephone,  telegraph,  and  car  companies, 
$7,000;  corporation  fees,  $19,700;  inheritances,  $4,000. 

Iowa. 

State,  as  distinguished  from  local,  revenue  in  Iowa  amounts  to 
approximately  $3,3oo,ooo.annually.  Of  this,  corporations  assessed 
by  the  State  contribute  a  little  more  than  $863,000,  or  about  26  per 
cent. 

In  Iowa,  and  also  in  Nebraska,  property  is  by  law  assessed  at  a 
fraction  of  its  actual  value.  The  statutes  of  Iowa  provide  for 
assessments  at  25  per  cent,  those  of  Nebraska  at  20  per  cent;  those 
of  Illinois  (as  shown  in  Part  III)  at  33^^  per  cent  of  full  value. 

Centralization  of  administration  has  progressed  to  the  extent 
that  the  more  important  public-service  corporations,  namely,  those 
conducting  interstate  and  state-wide  transportation  and  transmis- 
sion business,  are  assessed  by  a  central  state  body. 

The  only  taxes  levied  solely  for  state  purposes  are  upon  freight 
car  and  equipment  and  insurance  companies.  All  other  corpora- 
tions are  taxed  locally  for  state  and  loc^l  purposes. 

The  largest  items  of  state,  as  distinguished  from  local,  revenue 
from  taxation  in  1910  were:  General  property,  about  $2,000,000, 
or  62  per  cent;  certain  classes  of  corporations,  $864,000,  or  26  per 
cent;  and  inheritances,  $215,000,  or  7  per  cent.  Of  the  State's 
share  (about  $864,000)  of  taxes  from  corporations,  approximately 
$400,000  is  from  insurance  companies,  $252,000  from  railroads, 
$43,000  from  certain  other  classe?  of  corporations,  and  $168,500 
from  corporation  fees. 

Nebraska. 

State,  as  distinguished  from  local,  revenue  from  taxation  is 
approximately  $2,600,000  annually.  About  25  per  cent,  or 
$660,000,  is  from  certain  classes  of  corporations,  namely,  railroad, 
car,  express,  telegraph,  telephone,  insurance,  financial,  and  mis- 
cellaneous companies.  Taxes  paid  by  other  corporations  can  not 
be  estimated. 

The  distinguishing  feature  of  the  Nebraska  tax  system  is  the 
terminal  tax  act,  the  purpose  of  which  is  to  allow  incorporated 
cities  and  villages  more  adequate  tax  receipts  on  valuable  railroad 
property,  such  as  terminals,  than  can  be  obtained  imder  the  tmit 
nile  of  assessment. 
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Nebraska  is  the  only  State  of  this  group  which  has  a  capital-stock 
tax.  This  tax  is  in  the  nature  of  an  occupation  fee,  appHcable  to 
all  corporations  for  profit  except  financial  companies.  It  is  based 
on  subscribed  capital  stock  at  low  graduated  rates  and  yields  about 
$61,000  annually. 

Of  the  States  thus  far  discussed,  Nebraska  alone  retains  the 
method  of  assessing  locally  express,  telegraph,  and  telephone 
companies.  The  only  corporations  assessed  by  the  state  board 
are  railroad  and  car  companies. 

Of  the  State's  share  of  taxes  from  corporations  (about  $660,000) 
approximately  $300,000  is  from  railroads  and  $133,000  is  from 
insurance  companies. 

Kiansas. 

State,  as  distinguished  from  local,  revenue  from  taxation  was  in 
1 910  approximately  $3,000,000.  About  31  per  cent  of  this  was 
from  corporations  assessed  by  the  State.  Taxes  paid  by  other 
corporations  can  not  be  estimated. 

Of  the  States  of  this  group,  Kansas  probably  has  the  most  highly 
centralized  and  effective  svstem  of  assessments.  The  state  board 
has  large  powers  of  equalization,  assessment,  and  supervision,  and, 
while  it  lacks  direct  power  to  remove  local  assessors,  it  can  on  its 
own  initiative  set  aside  such  assessments  as  appear  unjust  and 
order  reassessments  by  its  own  appointees. 

This  State  seems  to  have  made  a  determined  effort  to  equalize 
taxation  by  assessing  property  at  full  value.  During  its  first  inves- 
tigations the  permanent  state  board  reported  that  certain  cor- 
porate property  was  made  to  bear  more  than  its  just  share  of  taxa- 
tion.    This  was  remedied  to  a  considerable  extent. 

The  gross-receipts  method  applies  to  express  companies;  the 
general  property  tax  applies  to  all  other  corporations,  except  for- 
eign insiu-ance  companies,  which  are  taxed  on  premiiuns.  Express, 
car,  and  foreign  insurance  companies  are  the  only  classes  of  corpo- 
rations subject  to  a  tax  which  is  exclusively  for  state  purposes. 

The  largest  items  of  revenue  from  state,  as  distinguished  from 
local,  taxation  in  19 10  were  approximately  as  follows:  From 
general  property,  $2,000,000;  railroads,  $471,000;  insurance  com- 
panies, $274,000;  certain  other  corporations,  $196,000;  and  inheri- 
tances, $9,000. 

Missouri. 

State,  as  distinguished  from  local,  revenue  from  taxation  is  a 
little    more    than    $5,000,000    annually.     Of    this,    corporations 
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assessed  by  the  State  contribute  20  per  cent.  Taxes  paid  by  other 
corporations  can  not  be  estimated. 

The  only  taxes  on  corporations  levied  solely  for  state  purposes 
are  on  gross  receipts  of  express  companies  and  property  of  freight 
car  companies.  A  portion  of  the  state  tax  on  foreign  insurance 
companies  is  retiuned  to  counties.  Merchants  and  manufacttirers 
are  taxed  for  state  and  local  purposes  under  what  is  in  form  a 
license  tax,  but  what  is  in  reality  a  property  tax  based  on  the 
greatest  amount  of  merchandise,  machinery,  and  certain  other 
property  on  hand  during  a  stated  period  of  each  year.  This 
license  tax  jrields  approximately  $885,000  annually.  About 
$200,000  of  this  is  for  state  ptuTX)ses. 

A  striking  characteristic  of  recent  state  constitutions,  namely, 
elaborate  legislative  provisions  governing  taxation,  including 
specific  limitations  in  tax  rates,  was  embodied  in  the  Missouri 
constitution  adopted  as  early  as  1875. 

Shares  of  stock  of  foreign  corporations  have  recently  been 
judicially  declared  exempt  from  taxation;  shares  of  domestic 
corporations  are  in  the  main  exempt  by  statute.  Bonds  of  both 
foreign  and  domestic  corporations  are  taxable. 

A  feature  peculiar  to  Missotui's  assessment  system  requires 
judges  of  county  courts  to  correct  assessments  of  undervalued  or 
omitted  railroad  property. 

The  various  sources  of  revenue  from  state,  as  distinguished  from 
local,  taxation  in  19 10  were:  Certain  classes  of  corporations, 
$1 ,000,000,  or  20  per  cent ;  general  property,  about  $2 ,300,000,  or  43 
per  cent ;  inheritances,  $3 1 4,000,  or  6  per  cent ;  liquor  tax,  $1 ,578 ,000, 
or  30  per  cent;  miscellaneous i  $31,000,  or  i  per  cent.  Of  the 
$1,031,000  from  corporations,  railroads  paid  $272,000,  or  26  per 
cent,  and  insurance  companies  $370,000,  or  36  per  cent. 
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I.  GENERAL  VIEW. 
Chief  Features. 

First.  Taxation,  by  the  gross-earnings  method,  of  certain  pub- 
lic-service corporations  solely  for  state  purposes  in  lieu  of  other 
taxes.  "  The  people  of  Minnesota  *  *  *  have  come  to  regard 
it  as  the  most  satisfactory  part  of  their  tax  system."  * 

Second.  Taxation,  by  the  general  property  tax  method,  of 
almost  all  other  corporations,  for  both  state  and  local  purposes. 

Taxes  for  State  Purposes  Only. 

The  State  receives  for  state  piu-poses  (i)  a  gross-earnings  tax 
from  railroad,  freight  line,  telephone,  and  express  companies;  and 
(2)  a  property  tax  (on  property  used  in  the  business)  from  tele- 
graph and  sleeping  car  companies,  levied  at  the  average  rate  of 
taxation  for  the  whole  State.  In  lieu  of  this,  sleeping  car  com- 
panies may  elect  at  any  time  to  pay  a  gross-earnings  tax. 

Taxes  for  Both  State  and  Local  Purposes  other  than  General  Prop- 
erty Tax. 

Taxes  falling  under  this  heading  are:  (i)  A  tax  on  the  gross 
earnings  of  interurban  electric  lines ;  (2)  a  tax  on  registered  net 
tonnage  of  vessels,  applicable  to  navigation  companies  navigating 
international  waters,  but  these  may  elect  to  pay  the  general  prop- 
erty tax;  and  (3)  a  tax  on  grain  handled  by  grain  elevators,  levied 
at  specific  rates  per  bushel.  Other  property  of  grain  elevator 
companies  is  subject  to  the  general  property  tax. 

General  Property  Tax  for  Both  State  and  Local  Purposes. 

Like  the  property  of  individuals,  all  corporate  property,  in  the 
absence  of  specific  provision,  is  assessed  locally  tmder  the  general 
property  tax,  for  township,  cotmty,  and  state  purposes,  at  the 
respective  rates,  and  usually  upon  25  to  50  per  cent  of  its  actual 
value.    The  local  officers  collect  the  entire  tax. 

Subject  to  the  general  property  tax  on  all  property  are  gas, 
water,  electric  light,  road,  and  bridge  companies;  also  manufac- 
turing, mercantile,  and  miscellaneous  corporations. 

^  Report  of  Minnesota  Tax  Commission,  1908,  p.  81. 
fl4 
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Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  and  foreign  corporations  are  exempt 
from  taxation  in  the  hands  of  holders  when  the  corporate  property 
is  taxed  in  th'e  State.     Otherwise  such  shares  of  stock  are  taxable. 

Bonds  of  domestic  and  foreign  corporations  are  taxable  to 
holders,  unless  secured  by  mortgage  on  Minnesota  real  estate. 

Foreign  Corporations. 

Foreign  corporations  doing  business  in  the  State  are  taxed  in 
practically  the  same  manner  as  similar  domestic  corporations. 

Administration. 

The  Tax  Commission,  composed  of  three  members  appointed 
by  the  governor  for  terms  of  six  years  each,  determines  the  amount 
of  taxes  due  from  corporations  paying  on  gross  earnings.  It  also 
values  the  property  of  telegraph  and  sleeping  car  companies  and 
determines  a  rate  not  greater  than  the  average  rate  of  all  taxes 
on  all  kinds  of  property  throughout  the  State.  This  rate  is 
applied  to  the  property  of  telegraph  companies.  The  rate  for 
sleeping  car  companies  electing  to  pay  the  property  tax  is  com- 
puted by  the  state  auditor  at  the  average  of  all  rates  in  the  State. 
All  these  taxes  are  collected  by  the  state  treasurer.  To  verify 
the  amounts  due  from  companies  paying  taxes  on  the  gross- 
earnings  basis,  their  books  are  from  time  to  time  audited  by  the 
state  public  examiner.  The  vessel  tonnage  tax  is  assessed  by  the 
state  auditor  and  is  collected  by  the  state  treasurer. 

All  other  property  is  assessed  locally  tmder  the  general  property 
tax.  These  assessments  are  reviewed  in  turn  by  the  mtmicipal  and 
county  boards  of  equalization  and  by  the  State  Tax  Commission. 
The  commission  has  power,  in  connection  with  its  duties  of  equal- 
ization, to  increase  assessments  of  individuals  above  the  amount 
returned  by  county  boards,  but  it  can  not  diminish  any  such 
assessment.  The  general  property  tax  is  paid  to  the  county 
treasurers.* 

'  Sources  of  revenue  in  Minnesota: 

Municipal  and  local  districts. — (a)  General  property  tax;  (&)  poll  tax;  (c)  business 
taxes  and  licenses;  (d)  fines,  fees,  etc. 

County. — (a)  General  property  tax;  (6)  business  taxes  and  licenses;  (c)  fines,  fees, 
etc. 

State. — (a)  General  property  tax;  (6)  corporation  taxes;  (c)  inheritance  tax;  (d) 
miscellaneous  licenses,  fines,  fees,  royalties,  leases,  etc. 
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n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution. 

The  chief  constitutional  provisions  with  reference  to  corporate 
taxation  may  be  summarized  as  follows: 

Taxation  shall  be  uniform  upon  the  same  class  of  subjects.* 

The  power  of  taxation  shall  never  be  surrendered,  suspended,  or 
contracted  away.^ 

Any  provision  for  the  repeal  or  amendment  of  any  law  which 
taxes  railroads  on  the  gross-earnings  basis,  in  lieu  of  other  taxes 
on  said  companies,  must  be  submitted  to  a  vote  of  the  people.* 

The  legislature  shall  pass  no  local  or  special  law  exempting 
property  from  taxation,  granting  to  any  corporation,  association, 
or  individual  any  special  or  exclusive  privilege,  immunity,  or 
franchise,  or  authorizing  public  taxation  for  private  purposes,^ 

No  tax  shall  be  imposed  on  lands  belonging  to  the  United  States, 

and  in  no  case  shall  nonresident  proprietors  be  taxed  higher  than 

resident.* 

Statutes.^ 
General  Property  Tax. 

Corporations,  domestic  and  foreign,  imless  exempt,  pay  locally 
the  general  property  tax  for  state  and  local  purposes  on  all  prop- 
erty.^ The  aggregate  market  value  of  shares  of  stock  over  the 
value  of  tangible  corporate  property  is,  in  theory,  taxable  to 
certain  corporations  under  the  general  property  tax;  but  in 
practice  this  excess  is  seldom  if  ever  taxed.^    The  law  also  provides 

^  Constitution,  1858,  Art.  IX,  sec.  i,  as  amended. 

In  making  a  classification  [of  subjects  for  taxation  purposes]  the  legislature  has  a 
very  wide  range  of  discretionary  power.  The  classification  must  be  reasonable,  and 
such  as  is  suggested  by  essential  dififerences  of  nature,  situation,  or  circumstances,  or 
by  characteristics  which  make  it  desirable  on  grounds  of  public  policy  to  apply  to 
the  members  of  the  class  a  particular  method  of  taxation,  and  impracticable  to  apply 
thereto  the  ordinary  methods  of  taxation.  Mutual  Benefit  Life  Ins.  Co.  v.  County  of 
Martin,  zo4Mixm.,  179,  181  (1908). 

^  Constitution,  Art.  IX,  sec.  i,  as  amended;  amendment  held  duly  adopted  at  the 
general  election,  1906.    McConaughy  v.  Secretary  of  State,  106  Minn.,  392  (1909). 

For  methods  of  taxation  permitted  on  a  similar  provision  in  the  Pennsylvania  con- 
stitution, see  Commonwealth  of  Pennsylvania  v,  Delaware  Division  Canal  Co.,  123  Pa.» 
594,  2  L.  R.  A.,  798  (1889). 

'  Constitution,  Art.  IV,  sec.  32a,  added  1871. 

^  Ibid.,  Art.  IV,  sec.  33,  added  1881,  amended  1892. 

•  Ibid.,  Art.  II,  sec.  3. 

*  Except  as  otherwise  indicated,  the  references  under  this  head  are  to  the  1905 
edition.  Revised  Laws  of  Minnesota,  and  to  the  1909  Supplement  to  same. 

/  R.  L.,  sees.  794,  821. 

^  R.  !/.>  sees.  821,  838;  Report  of  Minnesota  Tax  Commission,  1910,  p.  6. 
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that  assessment  of  property  in  general  shall  be  at  full  value,*  but 
property  is  usually  assessed  at  from  25  to  50  per  cent  of  its  actual 
value.'  The  principal  place  of  business  is  made  the  situs  of 
personal  property  for  taxation  ptuposes.* 

** Moneys  and  credits"  *  (except  moneys  and  credits  belonging 
to  incorporated  banks  situated  in  Minnesota,  mortgages  upon 
which  the  recording  tax  has  been  paid,  and  obligations  secured  by 
same)  are  taxable  at  the  low  uniform  rate  of  3  mills  on  each  dollar 
of  value. 

Improvements  upon  land  not  subject  to  the  general  property 
tax  (by  virtue  of  being  owned  by  railroad  or  certain  other  cor- 
porations) are,  if  made  by  persons  or  corporations  not  owning  the 
land,  assessed  to  the  owners  of*  the  improvements  as  personalty, 
and  not  to  the  owners  of  the  land  as  realty.^ 

Railroad,  Freight-Line,  Telephone,  and  Express  Companies. 

Steam  railroads  are  taxed  at  4  per  cent,^  telephone  companies 

*  R.  L.,  sees.  810,  798,  subdiv.  5. 

^  Report  of  MiimesoU  Tax  Commission,  1910,  p.  122. 

'  R.  L.,  sees.  794,  821. 

As  to  taxation  at  the  principal  plaee  of  business  the  statute  refers  only  to  "capital 
stock  and  franchises,"  but  this  is  deemed  to  include  all  forms  of  personal  property. 
Opinions  of  Attorney  General,  1894,  No.  204. 

*  I,aws,  191 1,  chap.  285. 

The  items  taxable  as  moneys  and  credits  are  money  on  hand  or  on  deposit;  promis- 
sory notes  and  bonds;  book  accounts;  annuities,  royalties,  and  sums  of  money  received 
at  stated  periods;  and  all  claims  and  demands  for  money  or  other  valuable  thing  not 
enumerated  above. 

*  R.  h.,  sec.  797,  subdiv.  3. 

*  R.  h.f  sec.  1003  et  seq.;  Laws,  1903,  chap.  253*  Laws,  1911,  chap.  389. 

The  present  law,  1903,  increasing  the  rate  of  taxation  on  the  gross  earnings  of  all 
railroads,  after  ratification  by  vote  of  the  electors  required  by  constitutional  provi- 
sion, was  held  constitutional.  State  v.  Duluth  &  Northern  Minnesota  Railway  Co., 
102  Minn.,  26  (1907). 

A  charter  granted  by  the  Territory  of  Minnesota  to  a  certain  railroad  company  fixed 
3  per  cent  of  gross  earnings  as  a  tax  in  lieu  of  all  taxes  and  assessments  whatever. 
Under  foreclosure  the  property  passed  to  the  State  of  Minnesota  and  from  the  State  to 
others  who  claimed  the  benefits  of  the  territorial  charter.  They  refused  to  pay  the 
increased  tax  on  the  ground  that  an  irrepealable  contract  arose  from  the  granting  and 
accepting  of  the  charter  by  their  remote  predecessor.  The  court  held  that  when  a 
State  becomes  the  owner  by  purchase  of  the  entire  property  and  franchises  of  a  corpora^ 
tion  created  by  itself,  it  can  only  convey  the  same  pursuant  to  the  provisions  of  the 
then  existing  constitution,  and  it  can  not  reinvest  either  a  purchaser  or  the  original 
owner  with  any  exemption  from  taxation  prohibited  by  the  existing  constitution. 

There  is  a  difiference  between  a  contract  for  a  commuted  system  of  taxation  on 
earnings  of  a  railroad  corporation  and  the  specific  exemption  from  taxation  of  land- 
granted  to  the  corporation  for  a  definite  period :  the  former  is  personal  and  not  assign- 
able, while  the  latter  is  attached  to  and  follows  the  land.  Great  Northern  Ry.  Co.  v. 
Minn.,  216  U.  S.,  206  (1910). 

The  present  law  was  held  applicable  to  another  road  ¥dth  a  similar  history.  Chicago 
Great  Western  Ry.  Co.  v.  Minn.,  216  U.  S.,  234  (19x0). 
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at  3  per  cent/  express '  (see  below)  and  freight-line  ^  companies 
at  6  per  cent  on  gross  earnings.  These  taxes  are  regarded  as  taxes 
on  property.  They  are  paid  to  the  State  for  state  purposes.  They 
are  in  lieu  of  all  other  taxes,  except  the  general  property  tax  paid 
locally  for  state  and  local  purposes  on  property  not  used  in  the  busi- 
ness. As  to  this  exception  the  statutes  and  decisions  are  plain  in  re- 
gard to  railroad  and  telephone  companies,*  and  with  respect  to 
freight-line,  telegraph,  and  express  companies  it  is  the  opinion  of  the 
Tax  Commission  that  if  these  classes  of  companies  owned  property 
in  Minnesota  not  essential  to  the  conduct  of  their  business  such 
property  would  be  subject  to  taxation  locally  under  the  general 
property  tax.* 

The  term  *' gross  earnings'*  as  applied  to  railroads,*  freight 

*  R.  h.t  sec.  1035. 

The  law  taxing  the  gross  earnings  of  telephone  companies  is  not  void  as  discrimi- 
nating in  favor  of  such  companies  and  against  telegraph  companies.  State  v.  Western 
Union  Telegraph  Co.,  iii  Minn.,  21  (1910). 

*  R.  I,.,  sees.  1013,  1015,  1019. 

The  rate  may  appear  high,  nevertheless  transportation  charges  are  deducted  from 
gross  receipts.  For  the  past  six  years  the  percentage  of  the  amount  paid  for  trans- 
portation to  the  total  receipts  has  been  between  46  and  47  per  cent.  See  State  Audi- 
tor's Reports,  1905-6,  p.  93;  1907-8,  p.  90;  1909-10,  p.  93. 

*  R.  L.  Sup.,  sec.  1027,  subdivs.  1-4;  Laws,  1911,  chap.  377. 

*  Lands  of  a  railroad  company  which  have  never  been  used  or  which  have  ceased 
to  be  used  for  corporate  purposes  (except  land  grants),  whether  idle  or  rented  for  other 
purposes,  are  taxable.    County  of  Ramsey  v.  C.  M.  &  St.  P.  Ry.,  33  Minn.,  537  (1885). 

Land  purchased  by  a  railroad  company,  the  timber  on  which  was  principally  used 
and  to  be  used  in  constructing  and  repairing  its  own  road,  was  held  not  exempt  from 
taxation.  •  County  of  Todd  v.  St.  Paul,  M.  &  M.  Ry.  Co.,  38  Minn.,  163  (1888). 

Unreclaimed  land  covered  by  water,  and  which  has  never  been  separated  by  con- 
veyance from  shore  land,  is  not  subject  to  taxation  independently  of  the  other  prop- 
erty.    State  V.  St.  Paul  &  Duluth  R.  R.,  81  Minn.,  422  (1900). 

Oflfice  buildings  occupied  exclusively  for  telephone  purposes  were  held  exempt  from 
general  property  tax.  State  v.  Northwestern  Telephone  Exchange  Co.,  84  Minn.,  459 
(1901). 

A  lot  purchased  by  a  telephone  company  and  used  for  storing  telephone  poles  and 
other  material  used  in  its  business  and  adjoining  a  building  owned  and  used  exclusively 
for  telephone  purposes  was  held  not  exempt  from  the  general  property  tax,  as  the 
evidence  did  not  show  conclusively  that  the  lot  was  necessary  for  the  ordinary  use 
and  conduct  of  the  company's  business.  State  v.  Northwestern  Telephone  Exchange 
Co.,  96  Minn.,  389  (1905). 

*  Interview  with  Minnesota  Tax  Commissioners,  Aug.  18,  191 1. 

^  Compensation  received  by  a  railroad  company  from  another  company  for  the 
right  to  run  trains  over  the  lines  of  the  former  does  not  come  within  the  term  "gross 
earnings."  No  provision  is  made  for  the  taxation  of  gross  earnings  other  than  those 
received  from  the  operation  of  the  railroads.  State  v.  St.  P.,  M.  &  M.  Ry.  Co.,  30 
Minn.,  311  (1883). 

Payment  of  gross-eamings  tax  by  railroad  companies  which  own  all  the  stock  of  a 
imion  depot  company  and  use  its  property  constitutes  payment  of  taxes  on  the  prop- 
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lines,*  and  telephone  companies,'  includes  the  proportionate  share 
of  interstate  gross  receipts,  from  operation,  which  the  mileage 
within  the  State  bears  to  the  entire  mileage  over  which  the  busi- 
ness is  transacted.  The  .term  ''gross  receipts"  is  used  in  the 
stal^utes  with  respect  to  express  companies,  but  in  practice  these 
companies  are  assessed  on  gross  earnings,*  but  amotmts  paid  by 
express  companies  to  railroads  for  transportation  charges  are 
deducted  from  the  gross  receipts  in  assessing  this  tax.*     Until 

erty  of  the  depot  company.  State  v,  St.  Paul  Union  Depot  Co.,  42  Minn.,  142 
(1889). 

Gross  earnings  of  railroads  include,  among  other  things,  amounts  received  for 
leasing  cars  and  machinery;  and  car  mileage  for  the  use  of  freight  equipment.  They 
do  not  include  sale  of  old  equipment,  amounts  received  for  repairing  cars,  interest  and 
exchange  from  moneys  in  bank  or  from  securities  owned  by  the  company,  or  receipts 
of  rentals  of  right  of  way  from  telephone  companies.  State  v.  Minn.  &.  International 
Ry.  Co.,  106  Minn.,  176  (1908). 

The  legislature  of  191 1  passed  a  law  providing  that  the  term  "gross  earnings"  shall 
also  include  earnings  from  property  other  than  that  used  in  operation.  Laws,  191 1, 
chap.  389.  In  accordance  with  a  constitutional  provision,  all  laws  providing  for 
gross-earnings  taxes  on  railroads  must  be  submitted  to  the  people. 

*  R.  L.  Sup.,  sec.  1027,  subdiv.  1-4;  Laws,  1911,  chap.  377. 

While  the  measure  of  this  tax  on  freight-line  companies  is  gross  earnings,  it  is  by 
statute  designated  a  tax  on  property. 

'  A  proportionate  part,  based  on  mileage,  of  the  gross  earnings  from  interstate  busi- 
ness should  be  included.  Amounts  received  as  messenger  charges  for  calling  persons 
to  telephone  stations  should  also  be  included.  Dividends  from  securities  are  not  a 
part  of  the  gross  earnings  within  the  meaning  of  the  statute.  The  gross-earnings  tax 
is  a  system  by  which  the  amount  of  tax  upon  the  property  is  determined  by  a  method 
which  has  generally  been  found  equitable  and  satisfactory.  It  is  a  tax  upon  the 
property  and  not  upon  the  corporation.  State  v.  Northwestern  Telephone  Exchange 
Co.,  107  Minn.,  390  (1909).    Applies  also  to  railroad  companies. 

'  Interview  with  Minnesota  Tax  Commissioners,  Aug.  18,  1911. 

*  R.  L.,  sees.  1013,  1015,  1019. 

The  attorney  general  of  the  State  rendered  an  opinion  in  1909  (No.  669,  Biennial 
Report  of  the  Attorney  General,  1909-10)  that  the  words  "  the  entire  receipts  *  *  * 
for  business  done  within  this  State**  in  subdivision  6  of  section  10T3,  R.  L.i  1905,  and 
the  words  "gross  receipts  for  business  done  between  points  within  this  State*  *  in  section 
1019,  R.  L.,  1905,  do  not  include  receipts  arising  from  interstate  business.  But  in 
State  V.  U.  S.  Express  Co.,  131  N.  W.,  489  (in  1911),  the  supreme  court  of  the  State 
decided  that  earnings  on  interstate  shipments  transferred  to  or  received  from  other 
companies  in  the  State  should  be  included.  The  court  said,  in  substance,  that  the 
tax  not  being  upon  the  gross  earnings,  but  the  gross  earnings  being  used  merely  as  a 
measure  to  arrive  at  the  value  of  the  company's  property  for  taxation,  there  is  no 
interference  with  interstate  commerce. 

This  case  also  held  that  the  gross  earnings  should  include  earnings  from  the  issuance 
of  money  orders  sold  in  the  State  and  designating  no  place  of  payment  but  being 
payable  at  any  office  of  the  company  within  or  ^vithout  the  State;  and  that  earnings 
on  shipments  between  points  in  the  State  but  passing  out  of  the  State  and  into  it 
again,  en  route,  should  be  included  so  far  as  the  proportionate  part  of  each  shipment 
within  the  State  is  concerned.  This  case  is  now  on  appeal  in  the  United  States 
Supreme  Court, 
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recently  the  term  *  Egress  receipts"  as  applied  to  express  com- 
panies was  regarded  as  confined  to  intrastate  gross  receipts,  but  a 
decision  of  the  state  supreme  court,  if  sustained  by  the  United 
States  Supreme  Court,  will  cause  certain  interstate  gross  receipts 
to  be  inc;Juded. 

The  State  Tax  Commission  determines  tJhe  amotmt  of  the  gross 
earnings  and  assesses  the  taxes  due  thereon.^  This  assessment  is 
based  on  an  annual  report  from  each  company  of  the  above- 
named  classes.  A  duplicate  of  each  such  report  is  also  furnished 
to  the  state  public  examiner,  who  from  time  to  time  verifies  such 
statements  by  an  examination  of  the  books  of  companies  subject 
to  the  gross-earnings  tax.' 

Telegraph  Companies. 

Domestic  and  foreign  telegraph  companies  pay  to  the  State,  for 
state  purposes,  a  tax  upon  their  tangible  and  intangible  property 
within  the  State. 

This  tax  is  in  lieu  of  other  taxes  '  and  is  levied  at  a  rate  "  which 
shall  not  exceed  the  average  rate  of  taxes."  In  practice  the  Tax 
Commission  places  this  rate  at  a  figure  slightly  below  the  average 
rate  of  taxation.^ 

These  companies  are  required  to  fiile  annually  with  the  state 
auditor  information  as  to  the  number  of  poles,  wires,  instnunents, 
and  other  property  used  in  operation.  With  this  statement  as  a 
basis,  the  State  Tax  Commission  determines,  equalizes,  and  assesses 
the  value  of  telegraph  property,  including  franchise.  The  statutes 
do  not  provide  a  specific  method  for  determining  the  value  of 
property  and  franchise.* 

*  Laws,  1909,  chap.  504. 

^  Laws,  1909,  chaps.  449,  504. 

'  Presumably  in  lieu  of  other  taxes  on  property  used  in  the  business,  as  property  not 
used  in  the  business  probably  w^ould,  if  there  were  any,  be  subject  to  the  general 
property  tax  for  both  state  and  local  purposes.  See  closing  sentence,  first  paragraph, 
heading  "Railroad,  etc.,  companies," supra. 

*  R.  L.,  sees.  1032,  1033. 

We  conclude  that  the  language  of  this  statute,  properly  construed,  provides  for  the 
taxation  of  tangible  and  intangible  property  of  the  telegraph  company,  situated  within 
this  State,  as  a  system,  and  not  merely  for  the  taxation  of  segregated  items  of  tangible 
property,  and  is  constitutional.    State  v.  W.  U.  Tel.  Co.,  96  Minn.,  13,  19,  25  (1905). 

The  term  "average  rate  of  taxation"  means  the  average  rate  of  all  taxes,  state, 
county,  and  local  combined,  as  determined  by  the  Tax  Commission. 

The  law  for  taxation  of  telegraph  companies  provides  for  the  collection  of  taxes  by 
judicial  action,  and  is  not  void.  It  affords  the  equal  protection  of  the  laws,  and  con- 
stitutes due  process  of  law.     State  v.  W.  U.  Tel.  Co.,  iii  Minn.,  21  (1910). 

*  The  exact  method  used  by  the  commission  could  not  be  ascertained. 
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Sleeping  Car  Companies.^ 

Sleeping  car  companies,  domestic  and  foreign,  pay  to  the  State 
for  state  purposes  either  a  tax  on  property  or  a  tax  on  gross 
earnings.' 

All  such  companies  up  to  January,  191 2,  elected  to  pay  a  tax 
on  property.  The  property  tax  is  levied,  at  the  average  rate 
of  taxation  on  general  property  for  the  whole  State,  on  all 
property  used  in  the  sleeping  car  business,  namely,  upon  that 
proportion  of  the  total  value  of  cars  used  in  the  State  which  the 
car  mileage  within  the  State  bears  to  the  total  mileage  covered  by 
said  cars.  The  average  rate  is  determined  by  the  state  auditor. 
The  valuation  of  cars  is  based  upon  annual  reports  made  by  car 
companies  to  the  Tax  Commission.  The  Tax  Commission  certifies 
the  assessment  to  the  state  auditor  for  levy  and  collection  of  the  tax. 

At  any  time  these  companies  so  elect  they  may  pay,  in  lieu  of 
other  taxes,  a  tax  of  4  per  cent  on  gross  earnings  from  all  intra- 
state business,  including  a  mileage  proportion  of  earnings  from 
interstate  business.  Companies  electing  to  pay  this  tax  would  be 
required  to  make  annual  reports  to  the  Tax  Commission,  which 
body,  with  the  aid  of  the  state  public  examiner,  would  determine 
the  amount  of  gross  earnings  and  the  taxes  due  thereon.  Certifi- 
cation would  then  be  made  to  the  state  auditor  for  levy  and 
collection. 

Navigation  Companies. 

Domestic  and  foreign  navigation  companies  engaged  in  the  navi- 
gation of  international  waters  may  elect  to  p^y  either  a  tax  based 
on  net  tonnage  of  vessels  or  the  general  property  tax.  Other 
navigation  companies  have  no  election,  but  their  vessels  are  taxed 
at  their  home  port  as  personal  projferty  .*  All  vessels  on  the  Great 
Lakes  pay  the  tonnage  tax. 

The  tonnage  tax — 3  cents  per  net  registered  ton  of  vessels  owned 
within  or  hailing  from  a  port  of  the  State — is  paid  to  the  State. 
Half  of  the  tax  collected  is  retained  by  the  State  and  half  is  remit- 
ted to  the  coimties  wherein  ports  of  hail  are  located.* 

The  general  property  tax  is  paid  locally  for  state  and  local 
purposes. 

^  The  term  "sleeping  car  companies"  includes  all  persons,  corporations,  joint  stock 
companies,  and  associations'  (except  railroads)  operating  sleeping  cars  and  all  other 
cars  upon  which  a  fare,  in  addition  to  railroad  fare,  is  chaxged.  R.  L.,  sec.  1028.  In 
practice  dining  cars  are  included. 

'  R.  L.  Sup.,  sec.  1030,  subdivs.  1-6;  Laws,  1907,  chap.  453. 

'  R.  L.,  sec.  827. 

*  Ibid.,  sec.  1038. 
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Interurban  Electric  Lines. 

These  companies,  foreign  and  domestic,  pay  to  the  State  for 
state  and  local  purposes  a  tax  of  4  per  cent  on  gross  earnings. 
The  part  of  the  tax  assigned  to  each  taxing  district  is  in  propor- 
tion to  the  gross  earnings  received  from  each.  The  amount  of 
this  tax  retained  by  the  State  is  that  proportion  which  the  state 
rate  on  general  property  bears  to  the  total  general  property  rate 
in  each  local  taxing  district  through  which  the  routes  pass.  This 
proportion  is  determined,  separately  for  each  city,  town,  and  other 
local  taxing  district,  and  the  sum  of  the  various  items  is  the 
State's  share  of  the  tax.  After  deduction  of  the  State's  share, 
the  remainder  is  apportioned  by  the  Tax  Commission  to  the  local 
taxing  districts  through  which  the  routes  pass.* 

Each  interurban  electric  line  is  required  to  report  annually, 
among  other  items,  the  amoimt  of  its  gross  earnings. 

Public  Utility  Companies. 

Street  railway,  gas,  electric  light,  water,  road,  and  bridge  com- 
panies, whether  domestic  or  foreign,  pay  the  general  property  tax 
locally  for  state  and  local  pmposes  on  all  property.  In  theory 
these  companies  are  subject  to  local  assessment  on  the  excess  of 
the  aggregate  market  value  of  shares  of  stock  over  tangible  cor- 
porate property.* 

**The  plain  purpose  of  this  law  was  to  reach  the  so-called  'cor- 
porate excess '  of  corporations  and  the  '  good  will '  value  of  indi- 
vidual and  partnership  enterprises,  but  it  is  equally  plain  that  it  is 
utterly  inadequate  to  produce  the  desired  result.  The  law  as  it 
stands  applies  alike  to  corporations  and  individuals,  and  for  that 
reason  has  been  ever  since  its  enactment  practically  a  dead  letter.*'* 

Gas,  electric,  and  water  maihs,  pipes,  conduits,  subways,  poles, 
and  wires  located  in  any  road,  street,  or  alley  are  assessed  as  per- 
sonal property  and  (as  to  gas  and  water  companies)  in  the  district 
''where  the  principal  works  are  located.'**  Tracks,  roads,  and 
bridges  of  street  railway,  plank-road,  gravel-road,  turnpike,  and 
bridge  companies,  together  with  the  poles  and  wires  of  such  com- 
panies erected  or  laid  in  connection  therewith,  are  assessed  as  per- 
sonal property  "  where  the  principal  place  of  business  is  located.**  * 

^  R.  L.  Sup.,  sec.  1003,  subdivs.  i-6;  Ivaws,  1903,  chap.  253. 

The  proportionate  part  of  such  lines  assignable  as  a  local  street  railway  should  be 
taxed  as  a  street  railway;  and  the  balance  taxed  under  gross-earnings  tax.  State  v. 
Minneapolis  &  St.  Paul  Suburban  Ry.  Co.,  130  N.  W.,  71  (1911). 

2  R.  L.,  sec.  838. 

'  Report  of  Minnesota  Tax  Commission,  19 10,  p.  6. 

*  R.  L.,  sees.  797,  828. 

'  R.  I,.,  sees.  797,  829. 
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Maiiiifacturiiigy  Mercantfle,  and  Mining  Companies. 

Domestic  and  foreign  corporations  of  these  classes  pay  the  gen- 
eral property  tax  locally  for  state  and  local  purposes.  Manufac- 
turing, mercantile,  and  mining  companies  are  in  theory  subject  to 
the  same  tax  on  excess  as  that  applicable  to  public  utility  com- 
panies, but  in  many  cases  there  is  no  excess;  and  where  there  is, 
little  attempt  has  been  made  to  list  it.     In  practice  it  is  not  taxed.^ 

The  personal  property  pertainmg  to  the  business  is  listed  m  the 
town  or  district  where  the  business  is  carried  on.  Logs  and  tim- 
ber, cut  in  Minnesota  and  intended  for  shipment  out  of  the  State, 
are  taxed  where  found  on  assessment  day.'  The  operators  of  grain 
elevators  are  assessed  locally  for  state  and  local  ptuposes  at  a  rate 
of  one-fotuth  of  i  mill  per  bushel  on  wheat  and  flax,  and  one-eighth 
of  I  mill  per  bushel  on  other  grain  handled  dining  the  preceding 
year.  This  grain  tax  is  paid  to  coimty  treasurers  and  is  in  lieu  of 
all  other  taxes  on  such  grain.  The  tax  is  distributed  in  the  same 
manner  as  taxes  collected  on  other  personal  property.'*  Real 
estate  and  personal  property  (excepting  grain)  of  grain-elevator 
companies  are  taxed  under  the  provisions  of  the  general  property 
tax. 

Active  mines,  reserves,  and  prospects  are  assessed  by  the  State 
Tax  Commission  with  the  assistance  of  the  School  of  Mines  of  the 
State  University  on  the  basis  of  applying  the  property  tax 
to  the  value  of  the  ore  in  the  ground.* 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  and  foreign  corporations  whose 
property  is  taxed  in  Minnesota  are  not  taxed  in  the  hands  of 
holders.^  Shares  of  stock  in  other  corporations  and  bonds  of  for- 
eign and  domestic  corporations  (except  bonds  secured  by  mort- 
gages on  Minnesota  real  estate,  upon  which  the  recording  tax  has 

^  See  "Corporate  excess,'*  etc.,  under  "Cbmments." 

'R.  L.  Sup.,  sec.  Saa. 

'  R.  I/.  Sup.,  sec.  1038,  subdivs.  34-37. 

*  See  "Assessment  c^  iron  ore  properties,"  under  "Comments,"  p.  45. 

^  R.  L.,  sec.  816. 

The  owners  of  shares  in  domestic  corporations,  as  well  as  those  holding  shares  of 
foreign  corporations  certified  to  do  business  in  Minnesota,  are  not  required  to  list  such 
shares.    This  principle  has  not  been  extended  to  bondholders.    Under  sec.  816 
Revised  Laws,  1905,  bonds  are  assessed  to  owners  exactly  as  other  personal  property. 
Report  of  Minnesota  Tax  Commission,  1908,  pp.  100,  zoi. 

62466^ — la ^3 
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been  paid  0  are  taxed  to  holders.  Such  bonds  are  taxable  at  the 
rate  of  3  mills  on  each  dollar.  The  Tax  Commission  holds  that 
stock  is  not  a  credit  and  that  such  stock  as  is  taxable  does  not  come 
within  the  new  law  ^  taxing  money  and  credits  at  the  low  uniform 
rate. 

Foreign  Corporations. 

Foreign  corporations  of  the  various  classes  herem  considered  are 
taxed  in  practically  the  same  manner  as  similar  domestic  corpora- 
tions, namely,  on  tangible  property  and  on  such  credits  as  obtain 
a  situs  in  this  jurisdiction. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  1910  was  66  per  cent. 

Total  State  Rbcbipts,  Taxbs  from  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  July  30,  1910.' 

Total  state  receipts,  all  sotirces $14, 810, 944. 43 

State  taxes  from  corporations: 

Railroad  companies  * «. $4, 458, 911.  59 

Insurance  companies 446, 898. 69 

Telephone  companies 163, 2$$,  64 

Telegraph  companies ai,  91^  zo 

Express  companies 37, 011. 83 

Fteight-line  companies 4, 753, 13 

Sleeping  car  companies 7, 361.  74 

Vessel  tonnage  '  (less  $8,626.07,  portion  distrib- 
uted to  county) 13, 187. 96 

Banks  and  banking  institutions,  fees 93,  zjs.  50 

Incorporation  fees  • 98, 315. 00 

Dining-car  liquor  licenses 4, 80a  00 

Oil  companies,  fees 50, 667. 67 

Mortgage  registration  taxes  ^ 43, 199. 00 

Total  state  taxes  from  corporations 5, 373, 413.  77 

^  The  recording  fee  on  mortgages,  payable  only  at  the  time  of  recording  the  instru- 
ment, is  50  cents  for  each  $100  or  major  fraction  thereof,  of  the  principal  debt  or  obli- 
gation.   Laws,  1907,  chap.  338. 

'  Laws,  191 1,  chap.  285. 

'  Biennial  Report  of  State  Auditor,  1909-10,  p.  73  et  seq.;  State  Treasurer's  Re- 
port, 1910. 

^Assessments  for  1909  taxes  were  $3,640,568.93;  collections  for  1909  taxes,  $3,640,- 
159.86;  balance  delinquent  taxes  and  court  costs. 

'  More  than  99  per  cent  came  from  corporations. 

^  Cbllected  when  new  corporation  is  chartered. 

^  The  collections  by  the  State  on  mortgages  of  (corporation)  property  not  subject 
to  the  general  property  tax. 
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Other  taxes: 

Inheritance  tax $508, 881. 91 

Iriquor  licenses 53, 753. 69 

Motor-vehicle  licenses 22,  241.  50 

Htrnters'  licenaei 16, 667. 90 

General  pcoperty  tax  (less  $1,093,192.99  ^  distrib- 
uted to  counties) 2, 160, 636. 30 

Total  state  taxes  not  from  ooiporations $2, 762, 181. 30 

Total  taxes  for  state  purposes,  all  sources 8, 135, 595. 07 

Receipts  from  sources  other  than  taxes: 

Departmental  earnings,  fees,  and  fines 163, 036.  36 

Dramage  bonds  sold 3^31 353- 83 

Interest  paid  on  daily  bank  balances 54, 274.  75 

Sale  of  binder  twine,  state  prison i,  231, 409. 17 

Reassessment  expenses i,  367.  68 

State  institution  receipts  and  earnings  ' 642, 536. 98 

Grain  and  hay  inspection  fees 313, 555.  24 

Sale  of  prison  certificates  of  indebtedness 425,  ooa  00 

Sales  of  timber  on  state  lands 319, 224.  88 

Mineral  permits  and  contracts 23, 20a  00 

Royalty  on  iron  ore 303, 952. 42 

Sale  of  grass  on  state  land 843.  93 

Principal  paid  on  state-land  contracts 267, 962. 39 

Interest  paid  on  state-land  contracts 312, 211.  61 

Principal  paid  on  loans  to  local  municipalities ...  374, 842. 30 

Interest  paid  on  loans  to  local  municipalities ....  296, 076. 25 

Interest  paid  on  trust-fund  bonds 275, 493. 33 

Miscellaneous 255, 189.  18 

Total  receipts  from  sources  other  than  taxes 5,  573, 530. 30 

Less  school  apportionment 801, 286. 11 

Total  receipts  for  state  purposes  from  soiu'ces  other    than 
taxes 4, 772, 244. 19 

Total  state  taxes  and  receipts  for  state  purposes 12, 907, 839.  26 

Total  receipts  distributed  to  ootmties i,  903, 105. 17 

Total  state  receipts,  all  sources 14, 810, 944. 43 

IV.  COMMENTS. 
Historical. 

The  principle  of  the  well-known  uniformity  clause  of  the  Ohio 
constitution  of  1 8  5 1  ,*  which  at  various  times  has  served  as  a  model 
for  other  states,  including  North  Dakota,  Arkansas,  and  North 

'  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  impossible  practi- 
cally to  ascertain  the  amotmt  thus  received. 

*  Includes  $52,500  aid  to  universities  from  United  States  Government. 

'  Laws  shall  t>e  passed  taxing,  by  a  uniform  rule,  all  moneys,  credits,  investments 
in  bonds,  stock,  joint  stock  companies,  or  otherwise;  and  also  all  real  and  personal 
property,  according  to  its  true  value  in  money.  International  Tax  Conference,  1908, 
pp.  561-570. 
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Csu'olina,  was  inserted  in  the  Minnesota  constitution  of  1858,*  and 
for  the  first  13  years  of  statehood,  this  required  a  strictly  uniform 
valuation  of  all  property  throughout  the  State.  Certain  railroads 
however,  were,  by  reason  of  special  charters,  exempt  from  this 
uniformity  clause.  The  constitutional  provision  of  1871  required 
that  any  change  in  the  law  taxing  gross  receipts  6{  railroads  should 
be  ratified  by  vote  of  the  people.  An  amendment  in  1896  author- 
ized the  taxation  of  certain  public-service  corporations  imder  the 
gross-earnings  system.  In  1906  the  original  uniformity  clause 
and  the  amendment  of  1896  were  repealed  and  the  constitution 
was  broadened  by  the  adoption  of  the  following  clause:  ** Taxes 
shall  be  uniform  upon  the  same  class  of  subjects."  This  permits 
classifications  suggested  by  essential  differences  in  property, 
which  differences  make  the  application  of  ordinary  methods  of 
taxation  improper,  and  make  classification  desirable  on  the 
grotmd  of  public  policy. 

The  following  brief  outline  of  the  history  of  corporate  taxation 
in  Minnesota  is  taken  from  the  1908  report  of  the  Tax  Commis- 
sion,  pages  10  and  11: 

**  Departure  from  the  general  property  tax  as  the  sole  system  of 
taxation  was  begun  as  early  as  1857,  when  the  legislature  granted 
charters  to  railroad  companies  providing  for  the  payment  of  taxes 
on  a  gross-earnings  basis.  Twice  in  the  history  of  the  State  the  rate 
of  taxation  on  railroad  earnings  has  been  changed,  but  the  principle 
involved  has  been  extended  with  various  modifications  to  other 
types  of  corporate  organizations.  In  1873,  the  legislature  declared 
that  any  railroad  company  might  by  resolution  of  its  board  of 
directors  commute  its  taxes  under  the  ad  valorem  rule  by  a  pay- 
ment of  a  percentage  of  its  gross  earnings.  Fomteen  years  later 
the  legislature  made  the  act  mandatory,  requiring  railway  com- 
panies to  pay  a  percentage  of  their  gross  earnings  in  lieu  of  all 
other  taxes.    The  rate  was  raised  from  3  to  4  per  cent  in  1903. 

**  The  principle  of  taxation  thus  developed  in  the  taxation  of  rail- 
roads was  extended  to  the  taxation  of  telephone,  express,  freight 
line,  and  insurance  companies.  In  point  of  time  a  tax  on  gross  pre- 
miums of  insurance  companies,  imposed  in  1872,  was  the  first 
extension  of  the  principle.  It  was  followed  by  the  2  per  cent  tax 
on  the  gross  receipts  of  telephone  and  telegraph  companies  in  1887, 
which  was  abandoned  in  1891  and  return  made  to  the  ad  valorem 
method  of  taxation.  The  telegraph  companies  continued  to  be 
taxed  on  the  basis  of  the  general  property  tax.  The  gross-earnings 
tax,  however,  was  made  to  apply  again  to  telephone  companies  in 

*  Constitution,  Art.  IX,  sees,  i,  3,  as  contained  in  Statutes  of  Minnesota,  Revi- 
sion, 1866. 
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1897.    In  1895  the  legislattire  commuted  all  taxes  jtgainst  vessel 
property  by  laying  a  tax  of  3  cents  per  ton  net  register. 

'*Two  years  later  telephone,  express,  and  sleeping  car  companies 
were  placed  on  the  list  of  corporations  paying  taxes  on  a  gross- 
earnings  basis.  The  rate  of  tax  differed  in  each  instance.  Six 
years  later,  in  1903,  the  freight-line  companies  of  the  State  were 
subjected  to  a  gross-earnings  tax.  The  sleeping  car  companies, 
though  offered  the  option  of  such  a  method  of  taxation,  retained  the 
old  ad  valorem  method  of  assessment  in  place  of  a  gross-earnings 
tax  of  4  per  cent,  while  the  telegraph  lines  were  taxed  on  an  assess- 
ment made  by  the  State  Board  of  Equalization.  Prior  to  1 896  and 
from  1878  the  companies  and  individuals  engaged  in  mining  were 
allowed  to  commute  all  taxes  on  their  mineral  property  by  a  ton- 
nage tax  of  I  cent  on  every  ton  of  ore  mined  by  them.  This  act 
was  declared  unconstitutional  by  the  attorney  general,  in  an 
opinion  of  May  19,  1896,  and  in  the  following  year  the  act  was 
repealed." 

Railroad  Land  Grants.^ 

The  United  States,  for  the  benefit  of  certain  railroad  companies, 
granted  to  the  State  by  various  acts  of  Congress  a  total  of  8,029,000 
acres ;  ^  and  the  Federal  Government  has  given  direct  to  the  North- 
em  Pacific  Railroad,  for  the  same  piupose,  public  lands  in  the 
State  amounting  to  2,188,460  acres.*  In  addition,  the  State  has 
given  2,852,077  acres  of  its  swamp  and  overflow  lands  to  railroad 
companies.^  The  total  land  surface  in  the  State  is  51,749,120 
acres.*    The  exempt  area,  therefore,  is  of  importance. 

The  State  in  granting  these  lands  provided  that  the  payment 
annually  by  the  railroad  company  of  a  certain  percentage  of  its  gross 
earnings  should  be  in  lieu  of  all  taxation  upon  the  property  of  the 
company  including  the  lands  so  granted.'  Notwithstanding  this 
provision  the  legislattire  of  1895  passed  a  law,  which  was  adopted 
by  the  people,'  requiring  that  all  lands  granted  by  the  State,  or  the 
United  States,  or  the  Territory  of  Minnesota,  to  any  railroad  com- 
pany, except  such  as  were  used  in  the  actual  operation  of  the  road, 
should  be  assessed  and  taxed  as  other  lands  in  the  State.    The 

^  This  subject  is  discussed  because  these  lands  are  exempt  from  taxation  in  Minne- 
sota, while  in  most  other  States  they  are  not  exempt. 

'  Annual  Report  of  Commissioner  of  General  Land  Office,  191  x,  p.  54.  The  state 
auditor's  figures  are  81313,880.    See  Auditor's  Report,  1909-10,  p.  31. 

'  Letter  of  Commissioner  of  General  Land  Office,  Oct.  29,  191 3. 

*  Address  by  State  Auditor  S.  G.  Iverson,  in  Publication  of  Minnesota  Historical 
Society,  191 1. 

*  U.  S.  Census  Bulletin,  Agriculture,  1910. 

'  See  Special  Laws,  Minn.,  1865,  chap.  3,  p.  19;  State  v.  Luther,  56  Minn.,  156  (1894). 
^  Laws,  1895,  chap.  168. 


38  TAXATION   0I^   CORPORATIONS. 

Supreme  Court  of  the  United  States  held  that  this  law,  so  far  as 
the  lands  of  certain  roads  were  concerned,  was  unconstitutional  as 
impairing  the  obligation  of  contracts.* 

The  law  now  in  force  provides  that  lands  acquired  by  public 
grant  shall  be  and  remain  exempt  from  taxation  until  sold  or  con- 
tracted to  be  sold,  etc' 

Ofoss-Eamings  System — ^Advantages  Claimed — ^Extension  of  Sys- 
tem Recommended. 

With  respect  to  the  operation  of  the  gross-earnings  system  in 
Minnesota,  the  Tax  Commission  makes  the  following  statement: 

"  The  gross-earnings  tax  is  based  on  the  supposition  that  taxes 
vary  as  the  ability  of  the  company  to  pay  them,  while  the  tax  on 
property  is  based  on  the  idea  that  a  relation  exists  between  the 
amount  of  property  owned  and  the  income  received.  There  is, 
however,  no  necessary  relation  between  property  and  income,  for 
both  are  continually  changing  and  shifting,  regardless  of  each  other. 
The  people  of  Miimesota,  because  of  the  ease  with  which  the  gross- 
earnings  tax  is  collected  and  administered,  have  come  to  regard  it 
as  the  most  satisfactory  part  of  their  tax  system.  It  is  the  same 
in  the  matter  of  rate  from  year  to  year ;  it  varies  with  the  capacity 
of  the  companies  to  pay  and  can  not  be  shifted  easily  from  com- 
pany to  consumer.  These  are  arguments,  but  briefly  stated  here, 
on  which  the  tax  stands  as  a  part  of  the  Minnesota  fiscal  system."' 

In  the  opinion  of  the  commission,  the  greatest  advantage  of  the 
gross-earnings  system  is  that  it  entirely  eliminates  the  necessity  of 
the  valuation  of  the  complicated  and  peculiar  properties  of  the 
corporation.* 

The  commission  recommends  the  withdrawal  of  the  option  given 
to  sleeping  car  companies  and  the  placing  of  this  class  and  of  tele- 
graph companies  under  gross-earnings  tax  provisions.' 

The  following  advantages  with  respect  to  the  extension  of  the 
gross-earnings  principle  to  street  railway,  electric  light,  gas,  power, 
and  water  plants,  the  localities  to  share  in  the  amounts  received, 
are  presented  by  the  commission :  • 

"  The  intricate  plants  and  extended  values  of  the  same  make  it 
difficult  to  value  them  accurately  even  for  taxation  ptuposes. 
The  assessment  when  made  becomes  fixed  and  prevents  the  com- 
munity from  sharing  in  the  increased  earnings  of  the  company. 

^  Steams  v.  Miimesota,  179  U.  S.,  323  (1900). 

^  Laws,  1903,  chap.  253. 

'  Report  of  Miimesota  Tax  Commission,  1908,  p.  81. 

*  Ibid.,  1910,  p.  202. 

'  Ibid.,  1910,  pp.  199,  201. 

*  Ibid.,  1908,  p.  94. 
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Under  a  grosd-eamings  tax  the  company  knows  what  to  plan 
upon,  is  no  longer  forced  to  interfere  with  assessors  in  order  to  get 
what  it  conceives  to  be  justice,  and  consequently  keeps  out  of  the 
poUtical  field,  with  a  resultant  betterment  of  poUtical  conditions 
all  around.  There  is  a  gain  to  the  community  in  ease  of  collection 
and  administration,  and  one  to  the  company  in  knowing  what  to 


The  commission  states  that  the  amount  actually  received  by 
the  State  under  the  4  per  cent  tax  on  gross  earnings  of  railroads 
for  the  year  1907  was  a  little  more  than  $3,500,000,  or  about 
$740,000  less  than  it  would  have  received  under  an  ad  valorem 
tax  based  on  the  State's  reproduction  value,  and  $1,785,000  less 
than  it  would  have  received  from  an  ad  valorem  tax  based  on  the 
railroads'  own  reproduction  valuation.  In  1909,  however,  the 
gross-earnings  taxes  on  railroads  increased  to  $3,640,000,  and  in 
1910  to  $3,894,000.* 

The  estimated  ad  valorem  tax  in  each  case  was  based  on  43.48 
per  cent  of  the  true  value  of  the  real  estate  and  28  per  cent  of  the 
personal  property.  To  this  was  applied  the  average  of  tax  rates, 
namely,  25.91  mills. 

According  to  the  railroads,  the  reproduction  valuation  of  these 
properties  was  $495,000,000;  and  according  to  the  State,  it  was 
$407,000,000,  or  $88,000,000  less.  The  State  valuation  was  not 
made  by  the  Tax  Commission  for  taxation  purposes,  but  was  made 
by  the  Railroad  and  Warehouse  Commission  as  a  basis  for  deter- 
mining rates  of  transportation.^ 

Corporate  Excess  Tax  Ineffectual,  Repeal  Recommended. 

The  tax  law  of  1878 »  provided  that  corporations  in  general, 
except  railroad,  instu'ance,  telegraph,  and  banking  corporations, 
should  be  assessed  for  taxation  as  follows:  Real  and  personal 
property  should  be  assessed  the  same  as  the  property  of  individuals, 
and  in  addition  there  should  be  assessed  a  valuation  made  up  of 
the  difference  between  the  market  or  actual  value  of  the  shares  of 
stock,  and  the  total  of  the  three  values  of  their  real  property, 
personal  property,  and  all  indebtedness,  excluding  indebtedness 
for  cturent  expenses,  but  including  the  amount  paid  for  purchase 
or  improvement  of  property. 

'  Report  of  State  Auditor,  1909-10,  p.  79.    The  29x0  figures  were  fumiahed  by 
Auditor  S.  G.  Iverxm  after  the  publicatkm  of  the  report  mentioned. 
'  Report  of  Minnesota  Tax  Commission,  19 10,  pp.  8,  9. 
*  Ia&ws,  1878,  chap.  I. 
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This  method  came  before  the  supreme  court  of  the  State  in  1899. 
The  assessor,  in  valuing  the  personal  property  by  items,  placed  a 
separate  value  on  franchise.  The  court  held  that  the  assessment 
should  be  on  tangible  property  only,  franchises  and  other  intangi- 
ble property  to  be  reached  through  assessment  of  the  capital  stock 
at  actual  or  market  value  less  the  value  of  tangible  real  and  per- 
sonal property  otherwise  listed  and  assessed,  but  without  deduc- 
tion of  indebtedness.* 

The  present  law,*  though  framed  in  accordance  with  this  decision, 
is  ineffectual,  and  business  corporations  are  still  taxed  like  indi- 
viduals. The  Tax  Commission  states  that  but  little  effort  is  made 
by  the  corporations  to  furnish  complete  rettuns.  Again,  in  many 
cases  there  would,  in  any  event,  be  no  "corporate  excess,"  such 
as  is  known  in  Massachusetts,  over  and  above  the  value  of  the 
tangible  property  of  the  corporation ;  or  the  stock  is  not  upon  the 
market  and  its  actual  value  is  a  matter  of  conjecttire.  The  com- 
mission is  of  the  opinion  that  it  is  the  good  will  which  the  statute 
seeks  to  value ;  that  the  wisdom  of  taxing  this  good  will  is  question- 
able owing  to  its  illusory  value,  and  owing  to  the  fact  that  indi- 
viduals are  not  so  taxed ;  that,  judging  from  similar  statutes  in  other 
States,  the  law  was  originally  designed  to  apply  only  to  public- 
service  and  other  large  corporations  whose  stock  is  listed  in  the 
exchanges;  that  it  should  be  repealed ;  and  that  the  gross-earnings 
system  might  be  applied  to  the  taxation  of  ordinary  business  cor 
porations. 

The  following,  taken  from  the  commission's  reports,  presents 
more  in  detail  than  the  foregoing  paragraph  its  statements  con 
ceming  the  failure  of  the  attempt  to  tax  corporate  excess: 

"  What  is  known  xmder  the  Massachusetts  law  as  the  *  corporate 
excess'  would  seldom  exist  imder  the  rettuns  required  by  the 
Minnesota  law.  Very  few  corporations  make  any  returns  as 
required  by  section  838,  ♦  ♦  ♦  and  the  law  as  it  now  stands 
is  practically  obsolete.* 

**  It  will  be  seen  from  ♦  *  *  what  has  already  been  said  that 
the  corporate  excess  can  not  be,  even  in  the  case  of  local  public- 
utility  companies,  any  considerable  sum,  since  the  bonded  debt  is 
ignored  as  a  part  of  the  investment  in  the  corporation.  The  sup- 
position imder  the  Minnesota  law  is  that  the  shareholders  shall  be 
taxed  through  the  medium  of  the  corporation,  but  the  bond- 

*  State  V,  Duluth  Gas  and  Water  Co.,  76  Minn.,  96;  57  L.  R.  A.,  63  (1899). 
xc.  L/*f  sec.  030. 

*  Report  of  Minnesota  Tax  Commission,  1908,  p.  99. 
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holders  are  to  be  trusted  to  list  their  property  as  individuals. 

*  *  *  Xhe  failure  in  the  Minnesota  method  is  due  to  the 
attempt  to  have  franchises  valued  by  the  local  assessors  who  have 
no  means  of  doing  it  satisfactorily.* 

"As  a  matter  of  State-wide  practice  and  common  knowledge 

*  *  *  this  method  of  assessing  corporations  is  obsolete  in 
this  State.  *  *  *  Business  corporations  are  still  taxed  in  the 
same  manner  as  individuals,  upon  their  real  and  personal  property 
and  upon  nothing  else.  The  excess  value  of  the  capital  stock,  just 
as  in  the  case  of  commercial  banks,  is  l^t  untaxed.  *  *  *  It  is 
a  dead  letter  in  practice." ' 

The  commission  recognizes  that  there  is  frequently  a  value  over 
and  above  the  normal  or  book  value  of  the  capital  stock,  the  good 
will.  It  is  not  a  franchise  value,  for  that  is  "worth  just  what  it 
costs  "  to  incorporate.  It  is  this  good  will  which  the  statute  seeks 
to  value.  The  commission  questions  whether  it  is  wise  to  tax 
this  item  owing  to  its  "illusory  value."  The  corporation  is  dis- 
criminated against  as  respects  the  individual  engaged  in  the  same 
lines  of  business,  no  attempt  being  made  to  value  and  tax  his  good 
will. 

The  commission  believes  that  the  difficulties  in  determining  the 
values  of  the  intangible  property  and  corporate  stock  furnish  a 
sufficient  reason  for  the  adoption  of  the  gross-earnings  system 
to  the  taxation  of  ordinary  business  corporations.  It  holds  that  it 
would  be  especially  desirable  in  the  case  of  real  estate,  commission, 
brokerage,  and  similar  Qorporations  who  have  little  tangible  prop- 
erty and  distribute  their  profits  before  the  assessment  day  arrives.^ 

System  of  Taxing  Business,  Manufacturing,  and  Mercantile  Cor-: 
porations  Proposed  in  1908. 

In  1908  the  commission  outlined  a  system  of  corporate  taxa- 
tion possible  of  development,  not  recommended,  but  presented 
for  the  consideration  of  the  people  of  the  State,  as  follows:* 

Business  and  manufacturing  corporations. — (i)  Tax  on  real 
estate  by  local  authorities,  (2)  personal  property  to  be  exempt 
from  taxation,  (3)  tax  on  stocks  and  bonds,  after  deducting  the 
amount  of  the  real  estate,  at  the  rate,  for  example,  of  3  mills, 
or  $3  per  $1,000  of  value,  this  tax  to  be  administered  by  the 
state  authorities  and  paid  by  the  corporation,  for  the  owners,  to 
the  State. 

'  Report  of  Minnesota  Tax  Commission,  1908,  p.  104. 
'  Ibid.,  1910,  pp.  206,  307. 
'  Ibid.,  1910,  pp.  312,  313. 
*  Ibid.,  1908,  pp.  108,  109. 
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Mercantile  corporations. — (i)  Tax  on  real  estate  owned  or  leased 
by  the'  companies,  (2)  personal  property  to  be  exempt,  (3)  tax 
on  gross  volimie  of  business  at  a  rate  possibly  not  less  than  4 
mills  for  retailers .  and  25^  mills  for  wholesale  dealers. 

In  the  same  year  (1908)  the  secretary  of  state  recommended 
that  all  corporations,  domestic  and  foreign,  be  required  to  file 
annual  reports  in  his  office,  and  that  a  fee  of  from  $5  to  $10  be 
charged  therefor.^  A  similar  recommendation  had  been  made 
by  the  State  Board  of  Equalization  in  1906,'  which  was  con- 
curred in  by  the  governor.* 

The  Problem  of  Assessments. 

Since  its  creation  the  O^ax  Commission  has  endeavored  to 
improve  local  assessments.  Assessors  are  urged  to  use  their  own 
best  judgment  in  fixing  the  value  of  taxables,  instead  of  leaving 
it  to  the  owner,  and  to  place  all  property  on  the  tax  lists.  The 
work  of  the  town  boards,  the  commission  states,  has  been  for 
years,  in  practice,  merely  the  hearing  of  complaints.  The  im- 
portance of  carefully  examining  each  individual  assessment  and  of 
making  such  changes  as  will  produce  equality  has  been  impressed 
on  these  boards.  The  cotmty  boards  have  been  cautioned  against 
the  practice  of  assessing  property  at  a  percentage  of  full  value, 
a  practice  causing  inequalities  between  individual  assessments 
and  between  assessment  districts.  They  are  asked  to  scrutinize 
the  returns  and  report  to  the  commission  any  material  omissions 
from  the  rolls,  when  a  reassessment  for  the  district  will  be  ordered. 
Years  ago  the  charge  was  publicly  made  that  the  local  assessors 
in  the  mining  coimties  were  controlled  by  the  mine  owners,  and 
that  they  systematically  undei-valued  these  properties.  There- 
upon *  the  state  board  was  authorized  to  raise  individual  assess- 
ments upon  notice,  instead  of  being  limited  to  a  horizontal  increase 
in  assessment  districts;  and  its  successor,  the  Tax  Commission, 
now  possesses  this  general  authority,  although  the  commission 
says  it  has  not  undertaken  to  change  individual  assessments, 
except  in  the  mining  districts.* 

Wisconsin  <<  Sales  Method." 

As  a  guide  for  its  own  action  and  to  assist  the  local  officials  in 
the  1 9 10  biennial  assessment  of  real  property,  the  commission 
followed  a  plan,  used  with  success  for  many  years  in  Wisconsin, 

'  Report  of  Secretary  of  State,  1907-8,  pp.  3,  ^  ibid.,  1909-10,  p.  3. 

^  Report  of  State  Auditor,  1905-6,  p.  572. 

'  Inaugtiral  message  of  Gov.  Johnson,  1907. 

*  Laws,  1897,  chap.  134. 

^  Report  of  Minnesota  Tax  Commission,  1910,  p.  40. 
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known  as  the  "sales  method."  Registers  of  deeds  and  county 
auditors  of  each  county  were  instructed  to  prepare  a  card  record 
showing  all  sales  of  real  property  by  warranty  deed  for  the  years 

1908  and  1909,  the  consideration  named,  and  the  assessed  value 
of  such  property  in  1908.  The  commission's  field  men  then 
investigated  the  reported  ccmsideration  of  these  transfers  and 
rejected  those  they  considered  as  not  representing  true  amounts.^ 
Results  of  these  investigations  were  sent  to  the  appropriate 
assessing  oflScialSy  and  "  an  examination  of  the  abstracts  of  assess* 
ment  would  indicate  that  in  some  counties  at  least  the  informa- 
tion furnished  by  the  commission  was  used  to  advantage."' 

Equalization  at  50  per  cent  of  True  Value  Recommended. 

In  equalizing  the  personal-property  assessment  of  19 10,  the 
commission  was  guided  principally  by  the  "  average  value"  test — 
that  is,  aU  of  the  property  in  a  given  class — ^though  every  available 
test  was  used  to  some  extent.' 

While  the  statute  requires  the  assessment  of  all  property  at  its 
true  and  full  value,  it  is  well  recognized  that  property  is  and  has 
been  assessed  at  but  from  25  to  50  per  cent  of  its  actual  value.  In 
view  of  this  condition  the  Tax  Commission  recommended  to  the 

1909  legislature  that  the  true  and  full  value  should  be  entered  on 
the  assessment  rolls  and  that  the  assessment  should  be  made  at  50 
per  cent  of  such  value.  Such  a  measure  failed  of  enactment,  but 
the  legislature  passed  a  resolution  requesting  the  commission  not 
to  disturb  this  ratio  which  had  existed  so  long,  and  to  allow  the 
relative  values  to  continue  until  the  next  session  of  the  legislature.* 

First  among  the  recommendations  of  the  Tax  Commission  to  the 
191 1  legislattue  was  the  proposal  of  a  change  in  the  basis  of  assess- 
ment from  "  true  and  full  value  "  to  "  50  per  cent  of  true  and  fidl 
value."* 


'  Report  of  Miimesota  Tax  Commission,  1910,  pp.  31-33. 
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'  Table  sbowing  a  comparison  of  the  total  assessments  as  returned  by  the  assessors 
and  afterwards  equalized  by  the  State  Board  of  Equalization  in  1908  and  by  the 
Tax  Commission  in  1909  and  1910: 
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*  Report  of  Minnesota  Tax  Commission,  1910,  pp.  122-124. 
*Ibid.,  p.  305. 
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Partial  Separation  of  Sources  of  State  and  Local  Revenue. 

(a)  P'artiai<  Separation  the  Result  of  Centralization, — 
Partial  separation  of  state  and  local  revenues  has  taken  place  in 
Minnesota  by  reason  of  the  special  taxes  on  railroad,  telephone, 
express,  freight-line,  and  instirance  companies!  and  the  taxes  upon 
inheritances  and  mortgages;  but  this  separation  was  a  result  of 
the  effort  made  to  secure  centralization  of  assessment  and  admiar 
istration.  Revenue  from  the  sources  mentioned  and  from  mis- 
cellaneous soiu-ces  being  insufficient  for  the  State's  requirements, 
the  balance  is  supplied  by  a  levy  on  general  property.  For  local 
piuposes  dependence  is  almost  entirely  upon  the  general  property 
tax.* 

(6)  Reasons  for  and  against  Complete  Separation. — ^The 
commission  dwelt  at  some  length  upon  reasons  frequently  ad- 
vanced for  and  against  the  separation  of  sotirces  of  state  and  local 
revenue,  quoting  Prof.  Seligman  *  to  the  effect  that  separation 
results  in  (i)  conformity  of  tax  system  to  natural  division  of  gov- 
ernment, (2)  greater  equality  of  assessment,  (3)  lower  tax  rates, 
(4)  the  elimination  of  conflicts  between  city  and  cotmtry,  and  (5) 
a  greater  flexibility  of  taxes  and  larger  adaptability  of  means  to 
end.  The  commission  adds  that  separation  would  eliminate  ef- 
forts now  made  to  keep  assessments  lower,  since  the  question 
would  then  become  a  local  one.  Each  community  could  work  out 
for  itself  the  adjustment  between  assessment,  taxes,  and  expendi- 
ttires,  which  seemed  wise  to  the  people  of  the  district. 

As  opposed  to  such  reasons,  however,  the  commission  took  the 
position  that  the  States  have  drifted  into  separation  by  increasing 
the  taxes  upon  inheritances,  franchises,  and  public-utility  com- 
panies until  the  revenues  secured  from  state  taxation  have  been 
more  than  enough  to  meet  the  expenses  of  conducting  state  gov- 
ernment, so  that  the  problem  is  how  to  restore  elasticity  of  reve- 
nue; that  no  greater  sum  should  be  raised  by  taxation  than  is 
necessary  to  meet  the  expenses  of  government;  that  the  people 
lose  interest  in  state  expenditures  when  the  f tmds  are  provided  by 
indirect  taxation;  and  that  the  problem  of  equalization,  said  to 
be  ever  present  where  there  is  not  separation,  is  to  be  met  by 
centralization  of  assessment,  now  made  possible  by  the  creation 
of  permanent  tax  commissions.* 

^  Report  of  Minnesota  Tax  Commission,  1908,  pp.  204-211. 
^  Proceedings  of  First  National  Tax  Conference,  1907,  p.  491. 
^  Report  of  Minnesota  Tax  Commission,  1908,  pp.  204-aii. 
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(c)  Plan  Proposed  for  Wider  Separation. — In  1908  the  Tax 
Commission  was  not  in  favor  of  separation  ''to  the  degree  called 
for  by  advocates  of  the  idea/'  and  with  the  attendant  sacrifice  of 
elasticity  of  revenue,  but  thought  further  incidental  separation 
should  be  secured  without  giving  over  the  right  to  lay  a  direct 
tax.  The  commission  suggested  that  wider  separation  might  be 
accooqplished  by  mcreasmg  the  rate  of  gross-earnings  tax  for 
railroads  to  5  per  cent,  imposing  a  tonnage  tax  on  the  output  of 
iron-ore  properties,  amending  the  inheritance-tax  law  so  as  to 
produce  more  revenue,  amending  the  personal-property  tax  pro- 
visions in  order  to  secure  better  administration  and  to  encourage 
proper  returns,  etc.,  which  would  leave  $400,000  to  be  raised  for 
state  purposes  from  the  general  property  tax,  a  sufficient  amotmt, 
in  the  commission's  opinion,  to  give  the  elasticity  of  income 
believed  to  be  necessary.  The  approximate  amount  of  general 
property  tax  raised  by  the  State  was  $3,500,000,  none  of  which, 
except  the  $400,000,  would  be  needed  tmder  the  new  plan.* 

(d)  Centralization  Urged  as  Chief  Object. — ^The  commis- 
sion concluded  as  follows: 

"  So  many  '  if s '  are  contained  in  the  addition  of  this  revenue  to 
the  Staters  income  that  it  may  be  taken  for  granted  that  separation 
of  state  and  local  revenues  is  not  a  possibility  for  Minnesota  for 
some  time  to  come  unless  reached  by  the  plan  of  apportioning 
state  expenditures  on  the  basis  of  local  expendittu'es.  This  is  not 
likely  to  commend  itself  to  the  people  of  Minnesota,  where  the 
movement  for  the  betterment  of  the  tax  system  has  gone  forward 
in  another  direction.  The  most  hope  for  better  administration 
seems  clearly  to  point  to  centralization  of  assessment  and  admin- 
istration of  tax  laws  that  shall  be  modified  and  amended  from 
time  to  time  to  meet  new  conditions  and  satisfy  the  demands  of  a 
progressive  State.*'* 

Assessment  of  Iron-Ore  Properties. 

Minnesota  has  for  years  been  the  leading  State  in  the  production 
of  iron  ore.  In  19 10  the  mining  properties  of  the  State  paid  more 
than  18  per  cent  of  the  State's  tax  on  general  property.  Almost 
the  whole  of  this  came  from  St.  Louis  County. 

Mining  property  was  at  first  taxed  imder  the  general  property 
tax.  From  1881  to  1897  a  tonnage  tax  of  i  cent  per  ton  was 
imposed  for  state  and  local  purposes  on  all  iron  ore  mined  and 

'  Report  of  Minneaota  Tax  Commiasion,  ipoS,  pp.  204-^11. 
^  Ibid. »  pp.  2x0,  3 IX. 
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shipped.  In  1897  there  was  a  tettim  to  the  ad  valorem  method. 
Prior  to  1907,  however,  assessment  was  by  local  authorities  and 
there  was  no  definite  method  of  ascertaining  the  qtiality,  quantity, 
or  value  of  iron  ore  in  any  given  description  of  land  within  the 
State. 

The  attempts  of  local  assessors  to  value  iron-ore  properties 
resulted  in  complaints  of  inequalities  among  mine  owners  and  in 
the  creation  of  something  like  a  de  facto  board  of  equalization, 
which  determined  the  value  of  the  different  operating  mines  accord- 
ing to  output.  This  system,  while  unsatisfactory  from  the  point 
of  view  of  equalization  of  values,  was  accepted  by  the  mining  men 
as  more  satisfactory  than  the  valuation  made  under  the  assess- 
ment machinery  of  local  governments.  Every  two  years  the 
mining  representatives  met  at  Duluth  and  distributed  the  real 
property  assessments  over  the  operating  mines  according  to  their 
output.  The  small  mines  were  the  losers  and  the  large  and  more 
valuable  mines  the  gainers  by  this  method  of  valuation. 

When  the  Tax  Commission  was  created,  in  1907,  it  tmdertook 
to  value  the  iron-ore  properties  of  the  State.  Two  important 
questions  required  early  consideration — one,  how  to  ascertain  the 
value  of  such  properties;  and  the  other,  what  basis  of  valuation 
would  be  accepted  as  a  means  of  getting  at  the  value.  Upon  the 
method  of  procedure,  two  limitations  were  placed— one,  of  the 
constitution  and  the  law,  in  which  the  principles  of  the  general 
property  tax  had  been  laid  down;  and  the  other,  the  nature  and 
character  of  the  industry  itself. 

The  following  description  of  the  method  adopted  by  the  com- 
mission in  assessing  the  ore  properties  is  taken  from  Rukard 
Kurd's  Iron  Ore  Manual,  edition  of  191 1,  pages  20-24: 

"The  Tax  Commission  decided  to  avoid  arbitrary  methods  and 
to  obtain,  if  possible,  the  necessary  information  on  which  to 
base  an  intelligent,  just,  and  equitable  assessment  of  the  mioeral 
properties. 

"By  circular  letter  the  commission  requested  all  owners  and 
operators  of  iron-ore  properties  to  furnish  full  information  con- 
cerning their  holdings— tonnages  with  average  analyses,  charac- 
ter and  structure  of  the  ore,  date  and  term  of  mining  leases  and 
amount  of  royalty,  mining  and  other  cost,  average  price  of  their 
ore  for  a  term  of  years  at  lower  lake  ports,  etc. 

"  The  commission,  with  its  secretary  and  the  state  inspector  of 
mines,  then  proceeded  upon  a  thorough  investigation  and  inspec- 
tion of  the  tmderground  and  open-pit  mines,  of  prospects  and  of 
mineral  lands  on  the  ranges.    It  became  apparent  that  many 
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mines  were  operating  under  the  most  favorable  conditions  and 
shipping  high-grade  ore  at  low  cost,  while  many  other  mines  had 
a  higher  cost  and  lower  grade  of  ore,  and  many  others  were 
mining  mider  adverse  conditions,  with  excessive  rock,  water, 
quicksand,  and  a  low  grade  of  ore.  Many  mines  had  ore  beginning 
at  the  surface,  others  would  have  50  to  100  feet  of  overbtirden 
containing  many  millions  of  cubic  yards  that  must  be  removed 
at  great  cost  prior  to  open-pit  mining,  while  others,  on  account 
of  overbiu-den,  could  be  operated  only  as  underground  mines. 

"  The  commission  grasped  the  situation  and  evolved  the  xmprece- 
dented  plan  of  placing  an  ad  valorem  value  on  and  taxing  iron 
ore  in  the  grotmd  and  by  the  ton. 

"  Taking  the  Hull-Rust  and  the  Mahoning  mines  as  models,  or 
standards,  for  the  highest  type  of  mining  of  high-grade  ore  under 
the  most  favorable  conditions  and  at  the  minimum  cost,  by  a 
process  of  comparison,  elimination,  and  adjustment,  there  were 
created  six  groups  or  classes  of  active  shipping  mines,  with  dif- 
ferentials to  cover  the  varying  adverse  conditions  of  each  class. 
The  reserves,  part  of  active  mines,  or  independent  tonnages, 
were  placed  in  three  groups  or  classes,  according  to  their  avail- 
ability as  future  active  mines. 

"The  prospects  were  assessed  as  near  as  their  value  could  be 
approximated  according  to  their  surrounding  conditions  and 
speculative  value,  on  account  of  proximity  to  or  possibly  being 
part  of  known  ore  bodies,  until  development  should  make  a 
reclassification  necessary. 

**  The  mineral  lands  within  the  known  ore  belt  were  similarly 
treated,  their  values  being  gradually  increased  as  they  approached 
to  what  seemed  good  prospects. 

*'  Within  90  days  after  receipt  of  the  Tax  Commission's  circular 
letter  mining  companies  and  mineral  owners  generally  complied 
with  the  request,  furnishing  data  as  to  mining  cost,  analyses, 
prices,  etc.,,  and  complete  inventories  of  258  mines  and  reserves 
containing  a  total  of  1,192,509,757  tons  of  merchantable  iron  ore. 

"  The  next  step  was  the  classification  of  this  great  tonnage  into 
the  six  groups  of  active  mines  and  the  three  groups  of  reserves. 

"Then  there  was  considered  the  average  price  of  iron  ore  for  a 
term  of  years  at  lower  lake  ports,  and  the  costs  of  production 
and  delivery,  the  difference  being  the  full  value  in  Minnesota  of 
ore  ready  for  shipment.  Then  followed  considerations  of  the 
term  of  the  lease,  the  average  life  of  the  mine,  and  the  present 
or  discounted  value  of  all  the  ore  in  the  mine  or  reserve  on  a  4 
per  cent  annuity  basis.  Then  came  an  investigation  through 
every  known  source — sales  of  reality.  United  States  Census,  state 
auditor  and  State  Board  of  Equalization  reports,  etc.,  of  the 
average  per  cent  prevailing  throughout  the  State  of  true  to  assessed 
value  on  all  realty,  and  tiie  application^  of  that  ratio  to  this  mineral 
realty. 
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"  Proceeding  in  the  above-outlined  manner,  the  Tax  Commission 
defined  its  classification  and  based  the  taxable  value  per  ton  of 
ore  in  the  groxmd  as  follows : 

Classification  for  1907. 

Active  Mines, 

Cents. 
Class  I.  Inexpensive  raining  and  high-grade  ore 33 

Class  3.  Comparatively  inexpensive  mining  and  lower-grade  ore 30 

Class  3.  Higher  mining  cost  and  mixed-grade  ore 27 

Class  4.  Uliderground,  low-mining  cost  and  high-grade  ore 23 

Class  5.  Underground,  higher  mining  cost  and  medium-grade  ore 19 

Class  6.  Underground,  high-mining  cost,  excess  rock  and  water 14 

Reserves. 

Class  I.  Partially  developed  and  stripped,  about  ready  for  shipping 15 

Class  2.  Not  stripped  and  not  fully  developed 10 

Class  3.  Not  stripped  and  only  partially  developed 8 

"  Prospects,  unexplored  but  located  near  to  developed  tonnages, 
to  be  assessed  at  from  $2,000  to  $20,000  per  40-acre  tracts. 

"  Mineral  lands,  xmexplored  but  in  ore  belt,  to  be  assessed  at 
from  $3  to  $50  per  acre. 

"After  due  notice  and  a  public  hearing,  the  Tax  Commission 
placed  a  total  assessed  valuation  of  $186,720,026  on  a  total  of 
1,192,509,757  tons.  In  addition,  the  assessed  valuation  on  1,858 
prospects  and  parcels  of  mineral  lands  was  raised  to  $4,986,656. 
The  personalty  of  the  mining  companies  was  assessed,  and  tiie 
total  was  $4,334,490. 

*  ♦  ♦  .         ♦  ♦  Ha  4e 

"  Reclassification  and  adjustments  are  necessarily  made  every 
year.  From  the  remaining  tonnage  of  the  previous  year  must 
be  deducted  overestimates  (subject  to  verification  by  the  mining 
engineer  to  the  Tax  Commission),  shipments,  and  stock  piles. 
New  developed  tonnage  and  increases  in  estimates  must  be  added 
and  rates  must  be  increased  as  properties  pass  from  reserves  to 
active  mines. 

"  It  has  been  the  policy  of  the  commission  to  keep  in  close  touch 
at  all  times  with  development  work  on  the  iron  ranges.  We  are 
thus  enabled  to  keep  fully  informed  of  new  discoveries  and  new 
tonnages,  of  changes  from  reserves  to  active  mines,  and  of  many 
other  matters  of  importance  affecting  mineral  values.**  * 

The  Minnesota  system  of  assessing  iron-ore  properties  has  been 
very  widely  commended  in  that  State.  It  is  not  the  purpose  of 
the  Btireau  in  this  report  to  enter  into  a  discussion  of  the  merits  of 
the  system  adopted  or  the  results.  A  general  description  of  the 
Minnesota  Tax  Conunission's  plan  for  the  valuation  of  the  ore  in 
the  grotmd  is  given  in  the  1908  report  of  the  commission,  but  this 
description  does  not  «how  in  detail  the  methods  of  computing 
such  valuation. 

'  Report  of  Minnesota  Tax  Commission,  1910,  p.  89, 

•Si 
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A  very  important  consideration,  so  far  as  the  taxation  of  these 
properties  is  concerned,  is  that  the  taxes  on  the  entire  property, 
including  not  only  the  mining  improvements  but  ako  the  ore  in 
the  groxmd,  are  assessed  to  the  operating  company,  which  generally 
has  simply  a  leasehold  interest.  It  is  ordinarily  stipulated  in  the 
leases  themselves  tha^the  lessee  shall  pay  all  these  taxes.  So  far 
as  the  ore  in  the  groimd  in  Minnesota  is  concerned,  the  major 
interest  at  the  present  time  is  not  that  of  the  leaseholder  but  that 
of  the  fee  owner. 

A  special  feature  of  the  situation  is  the  fact  that  the  State  of 
Minnesota  itself  is  the  fee  owner  of  extensive  iron-ore  lands,  which 
it  has  leased  at  a  uniform  rate  (25  cents  a  ton)  to  various  lessees, 
and  it  is  provided  by  law  that  the  taxes  on  such  property  shall  be 
paid  as  though  the  lessee  were  himself  the  fee  owner.  In  these 
cases,  therefore,  it  will  be  seen,  the  lessee  is  assessed  and  taxed 
by  the  State  on  property  which  actually  belongs  to  the  State. 

During  1908  and  1909  there  was  quite  a  demand  for  a  change 
in  the  present  method  of  taxing  ore  properties,  and  the  legislature 
in  1909  passed  a  bill,  which  was  vetoed.  This  bill  provided  a 
tonnage  tax  for  state  purposes  and  a  direct  tax  for  local  purposes. 

As  a  result  of  the  first  assessment  under  the  present  system, 
namely,  the  assessment  of  1907,  revenue  for  state  purposes  was 
increased  approximately  $500,000,  or  about  212  per  cent.  Of 
this  increase  about  $85,500,  or  19  per  cent,  was,  however,  due  to 
an  increase  in  the  state  rate.  As  shown  in  the  following  table, 
the  assessments  since  1907  have  materially  increased,  while  the 
revenue  has  been  less,  due  to  lower  state  rates :  * 


Years. 


1906 
1907 
igoS 
1909 
19x0 


Amount 


97^1  ooOf  000 
I90f  ooOf  000 
X  781  ooO|  000 
300,656,000 
331,338,000 


Rate  for 
all  sUte 
imrpcwes. 


MiUs. 
3.48 

3-33 
a.  80 
3.  70 


Amount  of 

•tate  taxes 

levied. 


$313, XOO 

66i|  aoo 
593,700 
56x,8oo 
597.585 


Vessel  Tonnage  Tax. 

In  1909  the  3-cent  tonnage  tax  on  vessels  yielded  $17,252. 
According  to  the  commission's  estimate,  based  on  Lloyd's  insur- 
able values,  the  actual  value  of  vessels  paying  the  tonnage  tax 


'  State  Auditor's  Reports  1907-B,  p.  xviii;  ibid.,  1909-10,  p.  xxii. 
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was  $40,000,000.  Assuming  that  personal  property  at  port  was 
assessable  at  but  25  per  cent  of  its  value,  the  general  property 
tax,  if  applicable,  would  have  yielded  about  seventeen  times  more 
than  the  amount  of  the  tonnage  tax.  Upon  these  grounds  the 
commission  recommends  a  return  to  the  ad  valorem  method  of 
the  taxation  of  vessel  property.^ 

New  York  System  of  Record  Tax  on  Mortgages  Adopted. 

The  New  York  system  of  taxing  the  registration  of  mortgages 
has  been  adopted  by  Minnesota.'  In  both  States  the  pajrment  of 
the  registration  fee  of  50  cents  for  each  $100  of  the  principal 
debt  or  obligation  exempts  the  mortgages  and  bonds  secured 
thereby  from  all  other  taxation. 

Bibliography. 
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Biennial  Reports  of  State  Auditor,  1903-4,  1905-6,  1907-8, 
1909-10. 

Annual  Report  of  State  Treasurer,  19 10. 

Inaugural  Message  of  Gov.  Johnson,  1907,  Executive  Documents 
1905-6,  Vol.  I. 

Veto  Message  of  Gov.  Johnson,  Iron  Ore  Tonnage  Tax  Bill, 
Mar.,  1909. 
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Opinions  of  Attorney  General,  1894. 
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*  Report  of  Minnesota  Tax  Commission,  1910,  p.  138. 
'  Laws,  1907,  chap.  328. 
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L  GENERAL  VIEW. 
Chief  Features. 

First.  The  application  of  the  general  property  tax  to  practically 
all  classes  of  corporations,  collected  locally  for  state  and  local 
purposes. 

Second.  The  assessment  of  the  property  of  certain  classes  of 
corporations  by  a  state  board. 

General  Property  Tax. 

All  corporate  property,  unless  exempt,  is  subject  to  the  general 
property  tax  for  state  and  local  purposes.  While  the  statute 
provides  for  the  assessment  of  all  property  at  true  value,  in  prac- 
tice property  is  usually  assessed  at  from  1 5  to  30  per  cent  of  true 
value. 

Steam,  Street,  and  Interurban  Railroad,  Ezpreee,  Car,  Telegraph, 
and  Telephone  Companies. 

Property  of  these  companies,  used  in  the  conduct  of  their  busi- 
ness in  the  State,  including  franchise  values,  is  assessed  by  the 
State  Board  of  Equalization.  The  valuations  so  assessed,  except 
on  car  companies,  are  apportioned  to  the  different  counties 
according  to  the  mileage  therein,  and  similar  apportionment  is 
then  made  by  coimty  auditors  to  local  taxing  districts,  taxes  being 
there  levied  for  state  and  local  purposes.  Freight-car  companies 
are  assessed  by  the  state  board  and  taxed  for  state  ptuposes  only. 
Property  of  these  various  companies  not  used  in  the  conduct  of 
their  business  is  assessed  locally. 

Gas,  Electric  Light,  Water,  Manufacturing,  and  Mercantile  Com- 
panies. 

Companies  of  these  classes  are  subject  to  the  general  property 
tax,  assessed  and  collected  locally  for  state  and  local  purposes. 
The  excess  value  of  capital  stock  over  the  value  of  tangible  prop- 
erty and  indebtedness  is  in  theory  assessable  to  these  companies 

locally;  but  in  practice  this  is  not  reached. 

5' 
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Stockholders  and  Bondholders. 

Stockholders  of  corporations  whose  property  is  assessed  in  the 
State  are  not  required  to  list  such  stock  for  taxation ;  but  otherwise 
shares  of  sto9k  are  taxable  in  the  same  manner  as  other  personal 
property. 

Bonds  of  foreign  and  domestic  corporations  are  taxable  to 
holders. 

Foreign  Corporations. 

There  is  practically  no  difference  between  the  assessment  and 
taxation  of  foreign  corporations  of  the  classes  herein  treated  and  of 
similar  domestic  corporations. 

Administration. 

The  State  Board  of  Equalization,  consisting  of  the  governor, 
state  auditor,  state  treastirer,  attorney  general,  and  commissioner 
of  agriculture  and  labor,  assesses  and  apportions  the  valuation  of 
property  of  certain  public-service  corporations.  This  board 
equalizes  the  assessment  of  property  as  returned  by  county 
auditors,  but  can  not  reduce  by  more  than  i  per  cent  the  aggregate 
valuation  of  all  property  in  the  State.  It  also  determines  the  state 
rate  on  general  property. 

Coxmty  boards  of  review  and  equalization  (composed  of  the 
members  of  the  boards  of  cotmty  commissioners)  pass  upon  and 
equalize  all  local  assessments  and  review  the  work  of  town  boards. 

Local  assessors  receive  instructions  from  coxmty  auditors  and 
meet  annually  for  that  purpose. 

The  general  property  tax  for  state  and  local  purposes  is  paid  as 
one  item  to  the  coxmty  treastirer.  The  tax  on  car  companies  is 
paid  to  the  state  treasxirer.* 

The  legislatxu-e  of  19 ii  provided*  for  the  establishment  of  a 
permanent  tax  commission,  to  be  composed  of  three  members 
appointed  by  the  governor  not  earlier  than  July  i,  191 2.  The 
cardinal  duties  of  this  commission  may  be  sxmimarized  as  follows : 

(i)  To  exercise  general  supervision  over  the  administration  of 
the  tax  laws  of  the  State  and  to  have  general  supervisory  powers 
over  local  tax  officials. 

^  Sources  of  revenue  in  North  Dakota: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  poll  tax;  (c)  busi- 
ness taxes  and  licenses;  (d)  fines,  fees,  etc. 
County. — (a)  General  property  tax,  (6)  poll  tax,  (c)  business  taxes  and  licenses. 

{d)  fines,  fees,  etc. 
State. — (a)  General  property  tax;  (b)  corporation  taxes  (from  corporations  other 
than  those  treated  herein),  (c)  business  taxes  and  licenses,  (d)  fines,  fees,  etc. 
*  Laws,  191 1,  chap.  303. 
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(2)  To  advise  with  the  State  Board  of  Equalization  and  aid  said 
board  in  the  discharge  of  its  duties. 

(3)  To  investigate  the  tax  systems  of  other  States  and  countries 
and  recommend  legislation  aimed  to  secure  just  and  equal  taxation. 

(4)  To  assess  light,  heat,  and  power  companies. 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution. 

The  constitution  prohibits  the  passing  of  local  or  special  laws 
for:  (i)  The  granting  of  special  privileges,  immunities,  or  fran- 
chises ;  (2)  the  assessment  and  collection  of  taxes ;  (3)  the  exemp- 
tion of  property  from  taxation ;  *  (4)  the  application  of  any  tax  to 
an  object  other  than  that  for  which  it  was  provided.* 

The  legislature  shall  pro^iide  for  raising  revenue  sufficient  to 
defray  the  expenses  of  the  State  for  each  year,  not  to  exceed  4 
mills  on  the  dollar  of  the  assessed  valuation,  and  also  a  sufficient 
sum  to  pay  the  interest  on  the  state  debt.* 

"Laws  shall  be  passed  taxiug  by  tmiform  rule  all  property 
according  to  its  true  value  in  money."  * 

All  property  shall  be  assessed  in  the  local  district  in  which  it  is 
situated,  except  that  the  assessment  and  apportionment  of  the 
taxable  value  of  certain  public  service  corporations  is  made  by 
the  State  Board  of  Equalization.* 

The  legislatiwe  may  provide  for  .a  gross-earnings  tax  on  railroad 
companies  in  lieu  of  other  taxation  on  property  exclusively 
used  iu  the  prosecution  of  their  business  as  common  carriers,  but 
no  real  estate  other  than  roadbed,  right  of  way,  shops,  and  buildings 
shall  be  exempt.*  Roadway  used  for  any  purpose  other  than  the 
operation  of  the  road  shall  be  assessed  in  the  same  manner  as 
other  real  property.*  The  constitution  also  provides  that  domestic 
railroad  companies  shall  make  reports  of  such  matters  as  may  be 
prescribed  by  law.* 

The  legislature  may  provide  that  grain  grown  within  the  State 
and  held  there  in  elevators,  warehouses,  and  granaries  may  be 
taxed  at  a  fixed  rate.^ 

^  Constitution,  1889,  Art.  II,  sec.  69.  *  Ibid.,  Art.  XI,  sec.  179,  as  amended. 

*  Ibid.,  Art.  XI,  sec.  175.  •  Ibid.,  Art.  VII,  sec.  140. 

'  Ibid.,  Art.  XI,  sec.  174.  '  Ibid.,  Art.  XI,  sec.  176,  as  amended. 
^  Ibid.,  Art.  XI,  sec.  176. 
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Statutes.* 

General  Property  Tax. 

All  property,  including  mone3rs  and  credits,  unless  exempt,  is 
subject  locally  to  the  general  property  tax  for  state  and  local  pur- 
poses.* 

In  theory  the  excess  of  market  value  of  capital  stock  over  the 
value  of  tangible  property  and  indebtedness  is  taxable  imder  the 
general  property  tax  to  practically  all  corporations,  domestic  or 
foreign,  except  railroad,  telegraph,  telephone,  car,  and  financial 
companies.  In  practice,  however,  this  excess  is  not  assessed.'  All 
property  is  required  by  statute  to  be  assessed  at  the  true  value  in 
money,*  but  in  practice  it  is  assessed  at  from  15  to  30  per  cent 
of  the  true  value.* 

The  principal  place  of  business  is  made  the  situs  of  personal 
property  for  taxation  purposes.* 

Steam,  Street,  and  Electric  Railroads. 

Steam,  street,  and  electric  railroads,  foreign  and  domestic,  pay 
locally  the  general  property  tax  for  state  and  local  purposes  on  the 
value  of  property  and  franchise.  Assessment  is  by  the  State 
Board  of  Equalization. 

Railroad  property  is  classified  as  follows: 

(a)  Main  lines,  consisting  of  main  trunk  lines,  which  by  reason 
of  the  amoimt  of  through  traflSc  carried,  superior  construction,  etc., 
are  considered  the  most  valuable  stretches  of  track  operated  in 
the  State.* 

(b)  Secondary  mains,  which  carry  some  through  traffic,  are  of 
cheaper  construction  and  are,  in  general,  less  valuable  than  main 
lines. 

(c)  Branch  lines,  which  are  feeders  to  main  and  secondary  lines. 

(d)  Double  track,  which  is  the  second  track  of  main  lines  only. 

(e)  Sidings,  which  are  industrial  switches  and  loading  tracks. 

^  Except  as  otherwise  indicated,  the  references  herein  are  to  the  Revised  Codes,  1905. 

^  Codes,  sees.  1481,  1545. 

'Interview  with  deputy  state  auditor,  Aug.  23,  191 1. 

^  Codes,  ^cs.  1480,  1496,  1 512. 

*  Codes,  sec.  1488. 

*The  following  are  illustrations  of  classes  a,  b,  and  c.  The  first  main  line  of  the 
Great  Northern  Railroad  runs  from  Moorhead  to  Grand  Forks  Junction  and  from  there 
to  the  Montana  state  line,  thus  forming  a  part  of  this  system's  trunk  line  through  the 
State .  The  line  of  the  Great  Northern  from  Grand  Porks  to  the  international  boundary 
at  Neche  and  from  Wahpeton  to  Devils  I^e  via  Castleton  is  a  sample  of  secondary 
main  line.  A  sample  of  branch  line  of  the  same  road  is  the  track  nmning  from  Hanna 
to  Larimore. 
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In  assessing  railroads  the  State  Board  of  Equalization  first 
agrees  upon  a  valuation  per  mile  of  road  for  each  of  the  above 
classes.  This  valuation  as  applied  to  classes  a,  6,  and  c  is  then 
separated  into  the  items  franchise,  roadway,  roadbed,  rails,  and 
rolling  stock,^  all  of  which  are  assessed  as  personal  property.' 

The  method  of  determining  the  valuation  of  the  various  items 
is  known  only  to  the  State  Board  of  Equalization.  The  assess- 
ment in  general,  however,  is  based  upon  reports  which  the  roads 
file  with  the  Railroad  Commissioners.*  These  reports  contain  cer- 
tain information  specifically  required  by  statute,  such  as  the  num- 
ber, par,  and  market  value  of  shares  of  capital  stock,  the  length 
and  location  of  tracks,  etc.,  and  additional  data  desired  specifi- 
cally requested.* 

Property  not  used  in  the  railroad  business  is  assessed  like  the 
property  of  individuals.^  Assessments  by  the  State  Board  of 
Equalization  *  are  apportioned  by  it  on  a  mileage  basis  to  the 
counties  through  which  such  roads  pass.  A  similar  apportion- 
ment is  then  made  by  the  respective  county  auditors  to  the  local 
taxing  districts. 

^  Roadway  **  mcltides  not  only  the  strip  of  g;round  upon  which  the  main  line  is  con- 
structed, but  all  ground  necessary  for  the  construction  of  sidetracks,  turnouts,  con- 
necting tracks,  staticm  houses,  freight  houses,  and  all  other  acconmiodations  reasonably 
necessary  to  acoompliah  the  object  of  their  incorporation.  Under  our  constitution 
this  roadway  must  be  assessed  by  the  State  Board  of  Equalization,  and  is  not  assessable 
by  the  local  assessor."    C,  M.  &  St.  P.  Ry.  Co.  v.  Cass  County,  8  N.  Dak.,  i8,  22 

(1898). 
A  railroad  oompasy  doing  a  commercial  business  over  a  telegraph  line  was  held 

liable  to  a  separate  assessment  on  such  line  as  a  telegraph  company,  though  it  did  not 

appear  that  any  franchise  had  been  granted  for  this  business.    The  railroad  contended 

that  the  telegraph  line  was  tnchided  under  the  term  "roadway."    The  court  said: 

"  If  the  fact  that  the  telegraph  line  is  used  for  profit  in  handling  commercial  business 

could  be  eliminated  from  the  case,  this  contention  would  be  upheld  as  based  upon 

reason  and  authority."    M.,  St.  P.  &  Sault  Ste.  Marie  Ry.  Co.  v.  Oppegard,  18  N. 

Dak.,  X  (1908). 

'Codes,  sees.  i627-x699. 

The  franchise,  roadway,  roadbed,  rails,  and  rolling  stock  of  a  railroad  are  personal 
property  for  purposes  of  taxation.  M.,  St.  P.  &  Sault  Ste.  Marie  Ry.  Co.  v.  Dickey 
County,  II  N.  D^k.,  107  (1902). 

'  Codes,  sec.  1627. 

*  Codes,  sec.  4363  et  seq. 

*  Codes,  sec.  1481  et  seq. 

*  Steam  railroads  are  assessed  at  about  25  per  cent  of  their  true  value.  Interview 
with  deptity  state  auditor,  Aug.  23,  1911.  It  is  probable  that  the  assessment  of  street 
and  electric  railways  is  not  far  from  that  percentage. 
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EacpresS)  Telegraph,  and  Telephone  Companies. 

Express,  telegraph,  and  telephone  companies,  foreign  and  do- 
mestic, pay  locally  the  general  property  tax  for  state  and  local 
purposes  on  the  value  of  property  and  franchise.  Assessment  of 
property  used  exclusively  in  the  express,  telegraph,  and  telephone 
business  is  by  the  State  Board  of  Equalization.^  Other  property 
is  assessed  locally.  The  board  is  boimd  by  no  statutory  rules  in 
the  matter  of  making  assessments,  and,  as  in  the  case  of  railroads, 
it  does  not  reveal  its  exact  method  of  determining  values. 

Express  companies  are  assessed  at  an  agreed  valuation  per  mile 
of  the  railroad  over  which  they  operate ;  and  telegraph  companies 
at  an  agreed  valuation  per  mile  of  route.  These  valuations  are 
separated  into  the  items  "franchise"  and  "all  other  property." 
Thus  the  Great  Northern  Express  Co.,  operating  over  1,544  miles 
of  the  Great  Northern  Railway  in  North  Dakota  in  19 10,  was 
assessed  at  $90  per  mile  on  "franchise"  and  at  $10  per  mile  on 
"  all  other  property."  *  Apportionment  is  made  to  counties  accord- 
ing to  the  ntunber  of  miles  therein  of  railroad  main,  second  main, 
and  branch  lines  over  which  the  companies  operate. 

For  the  purpose  of  taxation  the  property  of  long-distance  rural 
and  toll-line  telephone  companies  is  classified  as  "franchise  and 
poles,"  "iron  wire,"  "copper  wire,"  and  real  estate.  These  are 
separately  assessed  at  a  valuation  per  mile.  The  valuation  per 
mile  of  poles  is  determined  according  to  size,  ntunber,  cross  arms 
attached,  etc.  To  this  is  added  an  agreed  amount  per  mile  to 
cover  the  value  of  franchise.  The  total  of  these  two  items,  multi- 
plied by  the  route  mileage  in  each  coimty,  is  assessed  to  the  com- 
pany as  "franchise  and  poles."  ■  The  valuation  per  mile  for  this 
classification,  due  to  voltune  of  business,  etc.,  may  vary  with  each 
county,  but  iron  and  copper  wires  are  assessed  at  a  stated  figure 
per  mile  of  wire,  respectively,  for  the  entire  State.* 

Exchanges  are  assessed  on  telephone  instruments  at  graduated 
rates  based  on  the  number  of  subscribers.  The  rate  per  telephone 
covers  assessments  for  poles,  wires,  switchboards,  etc.,  of  exchanges. 
A  separate  assessment  is  made  of  real  estate,  such  as  lots  and 

^  Laws,  1907,  chap.  216. 

^  Pioceedmgs  of  State  Board  of  Equalization,  1910,  p.  7a. 

'  Interview  witli  deputy  state  auditor,  Aug.  33,  191 1. 

Express,  telegraph,  and  telephone  property  is  assessed  at  about  30  per  cent  of  true 
value. 

*  The  1910  assessment  for  iron  wire  was  $4,  for  copper  wire  $10,  and  for  * '  franchise  and 
poles  '*  from  $10  to  $75  per  mile.    Report  of  State  Board  of  Equalization,  1910,  p.  83. 
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buildings  owned  by  telephone  companies  and  used  exclusively  for 
telephone  purposes.* 

These  -classes  of  companies  are  required  to  furnish  the  board 
statements  showing  in  detail  the  property  owned  by  them  and 
necessary  for  the  operation  of  their  various  lines  of  business.  In 
addition  they  are  required  to  show  the  gross  receipts,  and  any  other 
necessary  information  desired  by  the  board.' 

Freight  Line  and  Sleeping  Car  Companies. 

In  theory  these  companies,  foreign  and  domestic,  are  taxable  in 
the  same  manner  and  under  the  same  act  as  express,  telegraph,  and 
telephone  companies,*  namely,  under  the  general  property  tax 
payable  locally  for  state  and  local  pm-poses.  In  practice,  however, 
freight-line  companies  are  taxed  by  the  State  at  the  state  rate  for 
state  purposes.  Assessment  is  by  the  State  Board  of  Equalization 
and  in  practice  is  based  on  4  per  cent  of  gross  earnings.' 

Each  freight-line  company  is  required  to  report  to  the  State 
Board  of  Equalization  among  other  items  its  gross  receipts.  These 
are  verified  by  reports  from  railroads  showing  all  payments  made 
by  the  roads  to  freight-line  companies. 

In  this  State  there  are  no  sleeping  car  companies  actually  taxed, 
for  the  reason  that  the  sleeping  cars  operated  by  the  Soo,  the 
Chicago,  Milwaukee  &  St.  Paul,  and  the  Chicago,  Milwaukee  &  Puget 
Sound,  together  with  the  Great  Northern,  are  owned  exclusively 
by  those  railroad  companies.  The  Northern  Pacific  Railway  Co. 
operates  Pullman  cars  in  which  it  owns  one-half  interest  and  the 
Pullman  Co.  owns  the  other  half.  In  this  instance  the  railroad 
company  is  taxed  and  it  settles  with  the  Pullman  Co.  for  the  latter 
company's  share  of  such  taxes.* 

Gas,  Water,  and  Electric  Light  Companies. 

These  companies  pay  locally  the  general  property  tax  on  tangible 
property  for  state  and  local  purposes.     In  theory  the  excess  of 

'  Interview  with  deputy  state  auditor,  Aug.  23,  191 1. 

"  Lots  which  are  owned  by  telephone  exchange  companies  or  companies  having 
telephone  exchanges  are  not  assessed  this  year  by  the  State  Board  of  Equalization  but 
have  been  returned  to  the  county  to  be  assessed  by  the  local  assessor  in  the  town  in 
which  the  exchange  may  be  located."    Letter  from  state  auditor,  Nov.  20,  191 1. 

The  191 1  assessment  on  telephone  exchanges,  including  instruments,  switchboards, 
poles,  wires,  etc. ,  per  telephone,  was  as  follows:  50  subscribers  or  less,  $10;  50  to  100  sub- 
scribers, $12.50;  100  to  250  subscribers,  $16;  250  to  500  subscribers,  $18;  500  to  1,000 
subscribers,  $20;  i  ,000  subscribers  and  over,  $22 .  Report  of  State  Board  of  Equaliza- 
tion, 191 1,  p.  67. 

'  Laws,  1907,  chap.  216. 

'  Interview  with  deputy  state  auditor,  ^ug.  23, 191 1. 

^  Letter  from  state  auditor,  Nov.  20,  191 1. 
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market  value  of  capital  stock  over  the  value  of  tangible  property 
and  indebtedness  is  assessable  locally  to  these  companies ;  but  in 
practice  this  excess  is  not  reached. 

The  personal  property  of  gas  and  water  companies,  including 
mains  and  pipes  in  place,  is  assessed  in  the  town  in  which  the  works 
are  located.*  .  Other  property  of  these  companies,  real  and  per- 
sonal, is  taxed  at  its  situs.' 

Mercantile,  Manufacturing,  Miniag,  and  Miscellaneous  Corpora- 
tions. 

Corporations  of  these  classes  pay  locally  the  general  property 
tax  for  state  and  local  purposes.  The  excess  value  of  capital  stock 
is  in  theory  assessable  in  the  same  manner  as  that  of  gas,  water,  and 
electric  companies.     In  practice  this  excess  is  not  taxed. 

The  situs  of  personal  property  of  merchants  and  manufacturers 
is  their  office  or  principal  place  of  business  in  the  State,  or  in  the 
absence  of  such  place  of  business  the  town  or  district  in  which  the 
business  is  carried  on.' 

'  *  Mine  and  quarry  property  is  valued  at  what  such  property  would 
sell  for  at  a  fair  voluntary  sale  for  cash." « 

Grain  grown  within  the  State  and  held  in  elevators,  warehouses, 
and  granaries,  is  taxed  for  state  and  local  purposes  at  the  following 
specified  rates  per  bushel:  Flax,  one-half  cent;  wheat,  three- 
eighths  cent ;  oats,  barley,  com,  speltz,  and  rye,  one-eighth  cent ;  and 
all  other  grain  is  taxed  under  the  general  property  tax  for  state 
and  local  purposes  in  the  same  manner  as  other  property.* 

Every  corporation  (except  banking,  railroad,  express,  car,  tele- 
graph, and  telephone  companies)  is  required  to  report  annually,  to 
local  assessors,  details  with  respect  to  its  capital  stock,  indebted- 
ness, and  value  of  real  and  personal  property.* 

Stockholders  and  Bondholders. 

Shares  of  stock  of  foreign  and  domestic  corporations  are  not 
taxable  in  the  hands  of  holders  when  the  corporate  property  is 
taxed  in  the  State;  otherwise  they  are  taxable. 

Bonds  of  foreign  and  domestic  corporations  are  taxable  to  the 
holder." 

Among  the  classifications  of  personal  property  upon  which  few 
or  no  returns  are  made,  are  bonds,  stock,  and  credits,  except 
bank  stock,  and  credits  of  banks  and  of  brokers.^ 

^  Codes,  sec.  1490.  '  Codes,  sec.  1503. 

'  Codes,  sec.  1488.  *  Codes,  sees.  1487,  1495. 

*  Codes,  sec.  151a.  ^  North  Dakota  State  Tax  AModation 

*  Laws,  1907,  chap.  217.  Bulletin  No.  z,  Dec.,  1910,  p.  xo. 
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Foreign  Corporations. 

Foreign  corporations  of  the  various  classes  herein  considered 
are  taxed  in  practically  the  same  manner  as  similar  domestic 
corporations. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  pui'poeies  derived 
from  corporations  for  1910  was  24  per  cent. 

ToTAt  SIAT8  RSCBlPtS,  TaZBS  9ROM  CoSPORAnONS,  OTHSR  TaX88,  AND  RSCBIPTB 

FROM  SouscBs  Othbr  Than  Taxbs,  Ysar  Eninid  OcTOBBa  31, 1910.' 
Total  state  receipts,  all  sources $4, 398, 805. 97 

State  taxes  from  corporations: 

Railroads* $909, 397. 39 

Telegraph  ' x,  524.  si 

Telephone' 4, 896. 96 

Express* x,  649. 14 

Street  railroads* S03.  50 

InsurBace  taxes  and  fees 140, 003. 63 

Inoorporation  fees s8, 931. 00 

Private  car  lines i,  084. 39 

Total  state  taxes  5rom  corporations 387, 64a  xa 

Other  taxes: 

Creamery  licenses i,  770. 00 

Elevator  licenses 2, 071. 00 

property  tax  » i,  207, 774. 03 


Total  state  taxes  not  from  corporations x,  an,  6x5. 03 

Total  taxes  for  state  purposes,  all  sources x,  599, 255.  X5 

Receipts  from  sources  other  than  taxes: 

Land  sales 832,617.34 

Interest  on  public  funds,  bonds,  farm  loans,  etc  —  i,  185, 471.  x8 

Leasing 76, 849.  X3 

Twine  plant  and  trolley  line axs,  924. 06 

Maixxtenance,  state  institutions 80^  xoa  95 

Oil  ixispectlon  fees 59, 345. 69 

Game  and  fish  fund 22, 464. 70 

Redemption  of  bonds 73*450*oo 

Five  per  cent  of  Government  land  sales 55, 167. 40 

Miscellaneous i^^  i6a  37 

Total  receipts  from  sources  other  than  taxes 2, 729, 550. 8a 

Total  state  receipts,  all  sources 4t  3*8, 805. 97 

*  Report  of  State  Treasurer,  1910,  and  of  State  Board  of  Equalization,  X909. 

*  Estiinated  by  i4;>plying  the  total  state  rate  c£  5.2  mills  to  the  assessed  v^luatioiis 
of  the  property  as  diown  by  the  report  of  the  State  Board  of  Equalization,  1909, 

P-  a39. 

*  Part  of  this  comes  from  local  taxation  of  corporatioiis,  but  it  is  impossible  practi- 
cally to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 


6o  TAXATION   OF   CORPORATIONS. 

« 

IV.  COMMENTS. 
Historical. 

Minnesota  adopted  the  revenue  laws  of  New  York  and  Ohio, 
and  later  North  Dakota  took  from  Minnesota  that  part  of  her 
laws  relating  to  taxation.* 

The  taxation  of  corporations  as  distinguished  from  the  taxa- 
tion of  individuals  was  confined  during  the  Territorial  government 
almost  wholly  to  telegraph  and  raih'oad  companies.  The  system 
of  taxing  telegraph  companies  at  a  specified  rate  per  mile  of  route 
in  lieu  of  other  taxes  was  adopted  in  i88i.^ 

Railroad  property  in  Dakota  Territory  prior  to  1879  was  taxed 
in  the  same  manner  as  that  of  individuals.  The  legislattu'e  in 
that  year  adopted  a  gross-earnings  tax  which  was  in  commutation 
of  taxes  on  operating  property  only."  Four  years  later  the  law 
was  amended  so  as  to  include  among  the  commuted  taxes  those 
on  land-grant  property.*  The  result  was  to  exempt  from  taxa- 
tion a  considerable  portion  of  the  area  now  forming  the  State 
of  North  Dakota.  The  validity  of  this  commutation  was  sustained 
in  1892  by  the  supreme  coiut  of  North  Dakota.*  Two  years 
later,  however,  the  same  coiut  reversed  its  former  decision  and 
declared  thai  the  Territorial  legislature  was  without  authority  to 

exempt  these  lands  from  taxation.* 

Under  this  law  (Laws,  1883,  chap.  99)  the  Territory  attempted 

to  collect  taxes  on  interstate  earnings,  but  that  part  of  the  act 

relating  to  interstate  earnings  was  judicially  declared  tmconstitu- 

tional.^    The  restrictions  thus  imposed  resulted  in  diminishing 

the  prqspective  amount  of  railroad  taxes  in  this  case  by  nearly  85 

per  cent." 

The  laws  of  1889  repealed  the  act  of  1879  (as  amended  1883) 

and  provided  that  railroads,  at  their  option,  could  pay  either  the 

general  property  tax  as  applied  to  individuals,  or  an  amount 

>  North  Dakota  State  Tax  Aasociation  Bulletin  No.  i,  Dec,  1910. 

'  I^ws,  1881,  Dak.  Ter.y  chap.  132. 

'  Laws,  1879,  Dak.  Ter.,  chap.  46.  The  tax  rate  was  2  per  cent  for  the  first  five 
years,  and  3  per  cent  thereafter. 

*  Laws,  1883,  Dak.  Ter.,  chap.  99. 

^  Northern  Pacific  R.  R.  Co.  v.  Barnes,  2  N.  Dak.,  310  (1892);  Fargo  &  S.  W.  Ry. 
Co.  V.  Brewer,  3  N.  Dak.,  34  (1892). 

'  Northern  Pacific  Railroad  Co.  v.  McGinnis,  4  N.  Dak.,  494  (1894). 

^  Northern  Pacific  Railroad  Co.  v.  Raymond,  5  Dak.  Ter.,  356;  i  L.  R.  A.,  732  (1888). 

'  Ibid.  Interstate  receipts  of  the  Northern  Pacific  were  stated  in  this  case  as 
♦3t6S4»75<^;  within  the  Territory,  $395»330' 
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eqtial  to  a  certain  percentage  of  their  state  and  interstate  gross 
earnings,  in  lieu  of  other  taxes.* 

The  present  method  of  taxing  railroads  on  the  ad  valorem  basis 
and  assessment  of  railroad  property  by  the  State  Board  of  Equali- 
zation was  adopted  by  the  first  state  legislature.*  At  the  same 
session,  laws  were  passed  providing  that  express  companies  should 
pay  a  state  license  graduated  according  to  the  number  of  people 
inhabiting  each  place  where  an  agency  was  located/  and  that 
sleeping  car  companies  should  pay  an  annual  license  of  $ioo  for 
each  car  operated.* 

The  act  of  1901  made  express,  telegraph,  telephone,  freight- 
line,  and  equipment  companies  assessable  by  the  State  Board  of 
Equalization  and  taxable  on  franchise  and  property."     In  1905 

electric,  interurban,  and  street  railways  were  required  to  be  assessed 
and  taxed  in  the  same  manner  as  steam  railroads." 

Levies  and  Assessments. 

In  1900  the  total  of  taxes  levied  for  both  state  and  local  purposes 
was  approximately  $3,400,000.  In  19 10  this  had  increased  to  a 
little  more  than  $10,000,000.  Of  the  taxes  collected  in  1900  about 
$500,000  was  from  railroads.  No  other  corporations,  as  such, 
paid  taxes  at  that  time.  Of  the  $10,000,000  received  in  1916  the 
following  approximate  amounts  were  paid  by  corporations:  Rail- 
roads, $1 ,500,000;  telephone  companies,  $40,000;  express  companies 
$13,000;  telegraph  companies,  $12,000;  and  street  railways, 
$2 ,000.^ 

The  total  assessed  valuation  of  all  taxable  property  increased 
from  approximately  $92,000,000  in  1897  to  $278,000,000  in  1910, 
or  about  200  per  cent.  Railroad  assessments  for  the  same  period 
increased  from  $3,150  per  mile  to  $9,483  per  mile,  or  about  200 
per  cent."  Telephone,  telegraph,  and  express  companies  were  first 
assessed  by  the  State  Board  of  Equalization  in  1901 .  Between  that 
year  and  19 10  the  assessments  have  increased  as  follows:  Tele- 
phone companies  from  $108,000  to  $1 ,074,000;  telegraph  companies 

^  Laws,  1889,  Dak.  Ter.,  chaps.  105,  107.    The  rate  on  earnings  was  3  per  cent  for 
five  years  and  2  per  cent  thereafter. 
'  Laws,  1890,  chap.  135. 
'  Ibid.,  chap.  136. 

*  Ibid.,  chap.  137. 

*  Laws,  1901,  chap.  26. 
'  Laws,  1905,  chap.  151. 

^  Data  from  state  auditor,  Aug.  33,  191 1. 

'  The  raihoad  mileage,  exclusive  of  sidings,  was  in  1897,  31536,  assessed  at  approxi- 
mately $8,000,000;  in  1910,  4,347,  assessed  at  approximately  $40,000,000. 
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from  $287,000  to  $325,000;  express  companies  from  $139,000  to 
$360,000. 

The  following  table  shows  for  selected  years  the  total  assessed 
valtiation  of  all  property  by  class,  railroad  mileage,  state  levy,  and 
amount  of  state  taxes: 


Rkilrawl.. 

Tdepiione. 

TdegniA. 


Street  railway. 


Total  vahiation.  all  aaaeased  property 


•  •  •  • 


Railroads: 

Main  and  branch  lines miles. . 

Sidetracks do.. 

levy,  state  only mills. . 

doib.. 


1897 


$63,816,904 

so>  990,559 

7» 985.5*7 


9X»7S3»990 

a.  536 

a37 

4-4 

4ei3>58x 


19M 


877.9891X98 

98,085,797 

r7. 983, 367 

xo8,ox7 

"87, 190 

Z39,sao 


xUi  5921 789 


a»785 

367 

7 

87a, 149 


X905 


X73fS5X,077 

3,9X8 
48s 

S'3 

9x9,820 


X9XO 


txx3iXa7iX96 

1x84,589.989 

37> 097.598 

5'. 909. 379 

ss, 477.987 

40,976,966 

466,650 

1,074.033 

907,9x7 

335. 833 

156,154 

359>7X3 

X7,575 

58,980 

n8,594.X93 


4.347 

»<5 

4-4 

1,995,8x4 


The  State  Board  of  Equalization  made  a  general  increase  of 
over  21  per  cent  in  all  assessments  for  1910  as  compared  with 
1908.^ 

Local  Assessments  Unsatisfactory. 

After  emphasizing  the  extent  of  popular  disfavor  with  the  sys- 
tem of  local  assessment,  advocating  assessment  of  all  property 
at  actual  cash  value,  and  condemning  injustice  due  to  unequal 
assessment,  the  governor,  in  his  message  to  the  legislature  of  1901  ,* 
proposed  the  following  remedy  r 

'*  It  would  be  a  great  step  in  the  right  direction  if  there  were 
but  one  assessor  in  each  county,  and  he  should  be  appointed  for 
a  term  of  four  years  by  the  judge  of  the  district  court  in  which 
that  county  is  located,  the  appointments  to  be  approved  by  the 
county  commissioners,  who  should  also  decide  the  number  of 
deputies  that  he  should  have,  and  should  also  approve  his  selec- 
tions. Bv  having  the  appointment  of  the  assessor  made  by  the 
judge  and  for  a  period  of  four  years,  he  is  removed  from  tempta- 
tion to  favor  parties  for  their  poUtical  influence,  and  he  would 
be  far  more  independent  in  his  attempts  to  discover  property  that 
is  withheld  from  assessment. 

"Today  we  have  quite  an  army  of  assessors,  largely  men  of 
little  practical  experience,  elected  for  one  year,  and  dependent 
for  their  reelection  upon  the  men  whose  property  they  are  valuing. 

'  Interview  with  deputy  state  auditor,  Aug.  23,  191 1. 
'  Houae  Journal,  1901,  p.  19. 
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In  view  of  this  condition,  I  would  suggest  not  a  change  in  the 
exi^g  law,  but  a  change  in  the  manner  of  executing  it/ ' 

The  governor's  messages  to  the  1907  and  1909  legislatures,^ 
also  recommended  the  assessment  at  actual  value  of  all  property,  in 
order  that  it  might  pay  in  just  proportion  for  the  support  of  gov- 
ernment which  safeguards  property  rights. 

Necessity  for  Physical  Valuation  of  Putdic  Service  Corporation 
Property. 

A  special  Public  Service  Inquiry  Commission  consisting  of  the 
governor,  lieutenant  governor,  and  speaker  of  the  house,  was 
appointed  by  the  1907  legislature.  The  commission  investigated, 
and  reported  to  the  legislature  certain  detailed  information  with 
respect  to  corporations  for  the  purpose  of  enabling  it  to  enact 
laws  for  the  more  efficient  regulation  and  safer  operation  of  public- 
service  corporations,  and  to  ftunish  the  state  board  information 
for  use  in  assessing  public-service  corporations. 

The  unpublished  report  of  the  commission,  filed  with  the  secre- 
tary of  state,  contained  considerable  information  with  respect  to 
the  property  of  railroad  and  express  companies,  which  was  said 
to  be  of  great  value  to  the  last  Board  of  Equalization  in  that  it 
formed  a  basis  for  the  increase  of  $i,ooo  per  mile  in  the  assessed 
valuation  of  railroads. 

The  commission  stated  that  the  value  of  the  property  owned 
by  express  companies  as  reported  to  it  is  not  a  just  basis  for  assess- 
ment and  taxation,  considering  the  large  business  and  profits  of 
these  companies. 

With  respect  to  its  inability  to  obtain  information  as  complete 
as  it  desired,  the  commission  concluded  that  ''the  State  will  never 
be  able  to  acquire  accurate  information  imtil  such  time  as  some 
one  with  special  fitness  and  training,  acting  for  and  by  the  author- 
ity of  the  State,  shall  make  an  exhaustive  physical  examination  of 
the  properties  of  the  different  public-utilities  corporations."  ' 

The  commission  sought  information  relative  to  the  actual  value 
of  all  property,  mileage,  capitalization,  bonded  indebtedness,  gross 
earnings,  operating  expenses,  fixed  charges,  and  other  data  affect- 
ing rates  of  carriage  and  transmission,  of  each  railroad,  car,  express, 
telegraph,  and  telephone  company  doing  business  in  the  State. 

Objections  to  furnishing  the  information  were  made  by  some  of 
the  railroad  companies  on  the  groimd  that  it  was  impossible  to 
estimate  the  proportional  value  of  their  property  in  North  Dakota 
as  forming  part  of  a  system  extending  through  several  States. 

^  Governor's  Measage,  191 1,  p.  17.  '  House  Journal,  1909,  p.  1026. 
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The  following  abstracts  taken  from  the  statement  of  the  com- 
mission's conclusions  presented  to  the  1909  legislature  illustrate  the 
imsatisf actory  character  of  the  data  obtained  from  corporations :  ^ 

The  Great  Northern  Railroad  reported  that  it4iad  690.63  miles 
of  main  line  and  853.42  miles  of  branch  lines,  which  the  company 
valued  at  $31,000  and  $20,000  per  mile,  respectively. 

The  Northern  Pacific  Co.  estimated  the  cost  per  mile  of  repro- 
ducing the  1,462.53  miles  of  its  main  and  branch  lines  and  sidings 
in  the  State  at  $40,794  per  mile. 

The  Chicago  &  North  Western  estimated  its  14.28  miles  at 
$17,946  per  mile. 

The  Chicago,  Milwaukee  &  St.  Paul  reported  that  it  did  not  know 
the  value  of  its  153.31  miles. 

The  Farmers'  Grain  &  Shipping  Co.,  with  53  miles,  reported 
a  cost  of  $10,627.48  a  mile. 

The  Minneapolis,  St.  Paul  &  Sault  Ste.  Marie,  with  a  mileage  of 
1,083.41,  did  not  value  its  lines. 

The  Great  Northern  Express  Co.  operated  over  1,562.59  miles; 
has  personal  property  to  the  value  of  $1 5,092 ;  its  earnings  on  local 
business  in  1907  were  $96,801.86,  and  cost  of  operating,  $95,161.68. 
.  The  Northern  Express  Co.  operated  over  1,164  miles,  and  its 
personal  property  was  valued  at  $10,613.60.  It  did  not  give  its 
earnings. 

The  United  States  Express  Co.  mileage  was  256.22,  value  of  per- 
sonal property  $485.85,  gross  earnings  in  1907  on  local  business 
$41,186.05,  and  operating  expenses  $41,576.86. 

The  Western  Express  Co.  reported  a  mileage  of  1,171.82,  value 
of  personal  property  $1 ,799.04.    No  earnings  in  the  State  were  given. 
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SOUTH  DAKOTA. 

I.  GENERAL  VIEW. 
Chief  Features. 

First.  The  broad  application  of  the  general  property  tax. 

Second.  The  assessment  of  practically  all  state-wide  public- 
service  corporations  by  a  central  state  board. 

Third.  The  taxation  of  the  property  of  certain  public-service 
corporations  at  the  average  rate  of  taxation. 

General  Property  Tax. 

Corporations,  domestic  and  foreign,  are  subject  to  the  general 
property  tax  only.  Assessment  of  operating  property  of  rail- 
road, express,  telegraph,  telephone,  and  sleeping  car  companies  is 
by  the  State  Board  of  Assessment  and  Equalization.  The  tax  on 
railroad  and  telephone  companies  is  paid  locally  for  state  and 
local  ptuposes  at  the  general  property  tax  rates.  The  tax  on  tele- 
graph, express,  and  sleeping  car  companies  is  paid  to  the  State 
for  state  and  local  purposes  at  the  average  of  state,  county,  and 
local  rates. 

Street  railway,  road,  bridge,  gas,  water,  mercantile,  and  manu- 
facturing <:orporations  pay  the  general  property  tax  locally  for 
state  and  local  purposes.    Assessment  is  by  local  officials. 

All  property  is  assessed  at  about  one-third  the  full  value. 

Stockholders  and  Bondholders. 

When  the  property  of 'the  corporation  is  taxed  in  South  Dakota 
the  shares  are  not  taxed  to  the  holders.  Bonds  of  foreign  and 
domestic  corporations  are  taxable  in  the  hands  of  the  holders. 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  considered  are  taxed 
in  practically  the  same  manner  as  similar  domestic  corporations. 

Administration. 

The  State  Board  of  Assessment  and  Equalization,  consisting  of 
the  governor,  state  auditor,  secretary  of  state,  state  treasurer, 
and  commissioner  of  school  and  public  lands,  assesses  annually 
the  property  of  domestic  and  foreign  railroad,  telegraph,  tele- 
phone, express,  and  sleeping  car  companies.    It  acts  as  a  state 
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equalizing  board  as  between  counties,  and  determines  the  state 
rate  of  taxation. 

Pa)rment  under  the  general  property  tax,  except  in  the  case  of 
corporations  subject  to  the  average  rate  of  taxation,  is  made  to 
coimty  treasurers.  Taxes  assessed  at  the  average  rate  are  paid 
to  the  state  treasurer.* 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution. 

The  constitution  requires  that  the  legislatt^re  shall  provide  for 
an  annual  tax  to  defray  ordinary  expenses,'  and  that  taxation 
shall  be  uniform  on  all  real  and  personal  property,  so  that  every 
person  and  corporation  shall  pay  a  tax  in  proportion  to  the  value 
of  property  owned. 

The  legislature  is  required  to  "provide  by  general  law  for  the 
assessing  and  levying  of  taxes  on  all  corporation  property,  as 
near  as  may  be  by  the  same  methods  as  are  provided  for  assessing 
and  levying  of  taxes  on  individual  property."  • 

The  power  to  tax  corporations  and  corporate  property  can  not 
be  surrendered  or  suspended  by  any  contract  or  grant  to  which 
the  State  is  a  party.* 

Statutes.* 

General  Property  Tax. 

Corporations,  domestic  and  foreign,  except  as  otherwise  pro- 
vided, pay  locally  the  general  property  tax  for  state  and  local 
purposes.*    In  theory  the  excess  of  aggregate  market  value  ^  of 

shares  of  stock  over  tangible  corporate  |)roperty  is  taxable  under 

■ 

^  Sources  of  revenue  in  South  Dakota: 

Municipal  and  local  districts. — (o)  General  property  tax;  (6)  poll  tax;  (c)  business 
taxes  and  licenses;  {d)  fines,  fees,  etc. 

County. — (a)  General  property  tax;  (6)  corporation  taxes  (from  corporations  other 
than  those  treated  herein);  (c)  poll  tax;  {d)  business  taxes  and  licenses;  (e)  fines, 
fees,  etc. 

State. — (a)  General  property  tax;  (6)  corporation  taxes  (from  corporations  other  than 
those  treated  herein);  (c)  business  taxes  and  licenses;  (d)  fines,  fees,  etc. 

'  Constitution,  1889,  Art.  XI,  sec.  i. 

'  Ibid.,  Art.  XI,  sec.  2, 

*  Ibid.,  Art.  XI,  sec.  3. 

*  Except  as  otherwise  indicated,  the  references  herein  are  to  the  Revised  Political 
Code,  1903. 

*  Code,  sees.  2053-3059.  A  provision  for  the  deduction  of  debt/ when  listing  prop- 
erty for  taxation  was  declared  unconstitutional.  Advisory  opinion  of  supreme  court 
rendered  to  governor.    4  S.  Dak.,  6  (1893). 

^  Code,  sec.  2079. 
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the  general  property  tax,  but  in  practice  this  excess  is  not  reached.^ 
The  principal  place  of  business  is  made  the  situs  of  personal  prop- 
erty for  taxation  purposes.* 

The  law  provides  that  assessment  of  property  in  general  shall 
be  at  full  value,"  but  in  practice  property  is  usually  assessed  at 
about  one-third  of  full  value.* 

Improvements  made  by  others  than  owners  upon  land  belonging 
to  corporations,  whose  property  is  assessed  in  a  manner  different 
from  other  property,  are  not  taxed  to  the  owners  of  the  land  as 
realty,  but  are  taxed  to  the  owners  of  the  improvements  as  per- 
sonalty.* 

Railroads. 

Domestic  and  foreign  steam  raibx)ads  pay  the  general  property 
tax  locally  for  state  and  local  purposes.*  Property  used  in  opera- 
tion, namely,  rolling  stock,  right  of  way,  roadbeds,  bridges,  cul- 
verts, depots,  etc.,  is  assessed  by  the  State  Board  of  Assessment 
and  Equalization. 

The  state  board  assesses  separately  for  main  line  and  branches 
the  value  per  mile  of  property  of  each  railroad  company  situated 
outside  the  incorporated  cities  and  towns.  This  valuation  is 
apportioned  on  the  mileage  basis  among  the  counties  through 
which  the  lines  pass.  The  state  board  also  assesses  the  property  of 
railroads  located  in  incorporated  cities  and  towns.  With  this  assess- 
ment is  included  a  mileage-proportion  valuation  of  rolling  stock. 

The  assessments  are  based  on  reports  from  the  railroad  com- 
panies, showing  mileage,  valuation  per  mile,  value  of  rolling  stock, 
and  numerous  details  with  respect  to  the  value  of  all  operating 
property.*  One-third  of  this  valuation  is  assessed  and  certified 
by  the  state  board  to  the  coimties  and  incorporated  cities  and 
towns,  and  is  there  taxed  for  both  state  and  local  purposes. 
Franchise  is  not  assessed  to  railroads. 

Property  not  used  in  operation  is  subject  to  local  assessment.' 

'  Interview  with  state  auditor,  Aug.  28,  191 1. 

'  Code,  sec.  2059. 

'  Code,  sees.  2052  2085,. 

*  Code,  sec.  2055. 

•  Laws,  1907,  chap.  64,  sees.  i-io. 

^  The  report  of  the  Board  of  RaiUoad  Commissioners  is  made  too  late  for  use  in  a  ctir- 
rent  year's  assessment,  but  reports  of  previous  years  are  sometimes  consulted  by  the 
State  Board  of  Assessment  and  Eqtialization  in  assessing  railroad  property.  Interview 
with  state  auditor,  Aug.  28,  191 1. 

'  This  rule  extends  to  property  not  actually  necessary  to  present  operation,  held 
for  future  use  in  railiioad  business.    St.  P.,  M.  &  M.  Ry.  Co.  v.  Howacd,  33  S.  Dak., 

34  (1909)- 
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Express,  Car,  and  Telegraph  Companies. 

Domestic  and  foreign  companies  of  these  classes  pay  to  the  State, 
for  state  and  local  purposes,  a  property  tax  *  at  the  average  rate 
of  taxation.'  The  assessment  includes  only  property  used  in  the 
business,  and  the  tax  is  in  lieu  of  all  other  taxes  on  such  property. 

Express  companies  are  assessed  on  the  value  of  their  tangible 
and  intangible  property.  Assessment  by  the  State  Board  of 
Assessment  and  Equalization  is  based  on  reports  showing,  among 
other  items,  total  value  of  all  property  and  total  gross  earnings. 
The  method  of  determining  the  value  of  intangible  property  could 
not  be  ascertained,'  but  the  following  illustration  taken  from 
records  of  the  state  auditor  shows  that  intangible  values  of  express 
companies  exceed,  by  a  considerable  amount,  the  value  of  tangible 
property  as  reported  to  the  board.*  Thus:  "The  Wells-Fargo 
Express  Co.  reported  the  value  of  its  property  at  $19,891.  They 
were  assessed  at  $333,358,  which  last  figure  is  supposed  to  be  one- 
third  of  the  ttue  value.'* 

Sleeping  car  companies  are  also  assessed  on  the  value  of  tangible 
and  intangible  property.  The  valuation  of  tangible  property  is 
based  on  the  value  of  the  average  number  of  cars  operated  in  the 
State.  As  in  other  instances,  the  method  of  determining  the 
value  of  intangible  property  could  not  be  definitely  ascertained,  but 
another  illustration  from  the  records  of  the  auditor  shows  that  the 
value  of  tangible  property  of  a  certain  sleeping  car  company  was 
reported  at  $40,000  and  the  gross  earnings  at  $22,000.  This  com- 
pany was  assessed  at  $50,000.  Freight-car  companies  are  not 
taxed.*^ 

The  assessment  of  telegraph  companies  is  accomplished  in 
practically  the  same  manner,  namely,  upon  the  reported  value  of 

'  Laws,  1907,  chap.  64,  sees.  12-23;  La^^^>  191 1>  chap.  248. 

'  The  average  state,  county,  and  local  taxes  throughout  the  State  combined.  Laws, 
1907,  chap.  64,  sec.  17. 

•  Interview  with  state  auditor,  Aug.  28,  191 1. 

The  statute  requires  the  State  Board  of  Assessment  and  Equalization  to  value  and 
assess  property  of  express  companies  and  their  valuation  and  assessment  is  final. 
State  ex  rel.  American  Express  Co.  i;.  State  Board  of  .Assessment  and  Equalization, 
3S.  Dak.,338(i892'). 

*  The  constitutionality  of  this  method  of  cussessment  is  now  being  tried  in  court. 
Interview  with  state  auditor,  Aug.  28,  191 1.  See  also  Comments  under  subheading 
"Improvements  Recommended  in  Tax  System." 

'  Interview  with  state  auditor,  Aug.  28, 191 1. 
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the  tangible  property  plus  an  amount  which  more  or  less  approxi- 
mates the  annual  gross  earnings. 

Taxes  on  express,  telegraph,  and  sleeping  car  companies  are 
paid  to  the  state  treasurer,  who  retains  that  part  of  the  tax  which 
is  represented  by  the  state  rate,  and  the  remainder  is  distributed 
among  the  coimties  and  incorporated  cities  and  towns  through 
which  the  lines  or  routes  pass,  in  that  proportion  which  the  value 
of  property  of  said  companies  in  each  locality  bears  to  the  entire 
value  of  such  property  in  the  State.* 

Telephone  Companies. 

Domestic  and  foreign  telephone  companies  pay  the  general 
property  tax  locally  for  state  and  local  purposes.'  Telephone 
property  used  in  operation  is  for  purposes  of  assessment  classified 
as  toll  lines,  rural  lines,  and  property  located  in  incorporated  cities 
or  towns. 

Assessment  of  toll  and  rural  lines  by  the  state  board  is  based  on 
reports  from  telephone  companies  showing,  by  cotmties,  the  aver- 
age value  per  mile  of  wire  and  poles,  the  number  of  instruments 
and  location  of  exchanges  used  outside  of  incorporated  cities  and 
towns  for  toll  and  rural-line  service.  These  reports  make  a  heavy 
allowance  for  depreciation." 

From  these  data  the  state  board  compiles  a  table  of  equalized 
values  per  mile  which  imder  the  classifications  **  poles  "  and  **  wire  " 
includes  the  various  items  essential  to  operation.*  Property  of 
telephone  companies  located  within  incorporated  cities  and  towns 
and  used  in  operation  is  also  assessed  by  the  state  board.  Ex- 
changes are  assessed  on  the  basis  of  the  number  of  telephones 
operated  from  each  exchange.*  Real  estate,  buildings,  etc.,  used 
in  operation  are  separately  assessed  by  the  state  board. 

Assessment  of  toll  and  rural  lines  is  apportioned  on  a  mileage 
basis  among  the  coimties  through  which  the  lines  extend,  and 
assessment  of  exchanges,  lines,  etc.,  located  within  incorporated 

*  Interview  with  state  auditor,  Aug.  38,  191 1. 
'  Laws,  191 1,  chap.  84. 

*  Interview  with  state  auditor,  Aug.  38,  191 1. 

For  191 1  the  equalized  valuations  were:  For  toll  lines — ^poles,  $35  per  mile  of  route; 
copper  wire,  $10  per  mile  of  wire;  iron  wire,  $4  per  mile  of  wire.  For  rural  lines — 
30  poles  per  mile,  $10  per  mile  of  route;  35  poles  per  mile,  $15  per  mile  of  route;  iron 
wire,  $4  per  mile;  copper  wire,  $10  per  mile. 

*  The  191 1  assessment  per  telephone  was  as  follows:  50  telephones  or  less,  $10;  50  to 
100  telephones,  $13.50;  zoo  to  300,  $15;  300  to  300,  $17.50;  300  or  more,  $30.  Inter- 
view with  state  auditor,  Aug.  38,  1911. 
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cities  or  towns  is  apportioned  to  these  municipalities.*  Property 
not  necessary  to  the  operation  of  telephone  companies  is  assessed 
locally.' 

Street  Railway,  Road,  and  Bridge  Companies. 

Domestic  and  foreign  companies  of  these  classes  pay  the  general 
property  tax  locally  for  state  and  local  purposes.  In  theory  the 
excess  of  aggregate  market  value '  of  shares  of  stock  over  tangible 
corporate  property  is  taxable  imder  the  general  property  tax,  but 
in  practice  this  excess  is  not  assessed.  The  principal  place  of 
business  is  made  the  situs  of  personal  property  for  taxation  pur- 
poses, and  tracks,  roads,  and  bridges  are  taxed  as  personal  prop- 
erty.* 

Gas  and  Water  Companies. 

These  companies,  whether  domestic  or  foreign,  pay  the  general 
property  tax,  and  are  assessed  in  the  same,  manner  as  street  rail- 
way, road,  and  bridge  companies.  Personal  property  of  gas  and 
water  companies,  which  by  statute  includes  mains  and  pipes,  is, 
however,  Usted  where  located.* 

Manufacturing,  Mercantile,  and  Miscellaneous  Corporations. 

Domestic  and  foreign  corporations  of  these  classes  pay  locally 
the  general  property  tax  for  state  and  local  piuposes.  In  theory 
the  excess  of  aggregate  market  value'  of  shares  of  stock  over 
tangible  corporate  property  is  taxable  tmder  the  general  property 
tax,  but  in  practice  this  excess  is  not  taxed. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  corporations,  domestic  and  foreign,  whose 
property  is  taxed  in  South  Dakota  are  not  taxed  in  the  hands  of 
holders.  Shares  of  stock  in  other  corporations  and  bonds  of 
domestic  and  foreign  corporations  are  taxable  to  holders.* 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  considered  are  taxed 
in  practically  the  same  manner  as  similar  domestic  corporations. 

^  Laws,  191 1,  chap.  84.         ^  *  Ibid.,  sec.  2062. 

*  Code,  sees.  2057,  2058.  *  Ibid.,  sec.  2061.  * 

'  Ibid.,  sec.  2079.  '  Ibid.,  sec.  2058. 
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m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  ptirposes  derived 
^om  corporations  for  19 lo  was  18  per  cent. 

'Total  State  Rkcbipts,  Taxes  vrom  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  ended  June  30,  1910.^ 

Total  state  receipts,  all  sources $3, 182, 913.  87 

State  taxes  from  oorporations: 

Railroad  companies  ' $122, 000. 40 

Telephone  companies  ' 3, 868.  54 

Telegraph  companies' i,  292.  87 

Express  companies  ' x,  702. 06 

Car  companies  ' 168.00 

Insmxmce  companies Z17, 337.  iz 

Fire  marshal  tax 7, 715. 98 

Corporation  fees' 19, 691. 25 

Total  state  taxes  from  corporations 273, 776. 21 

Other  taxes: 

Inheritance  tax 4, 143. 28 

Dairy  tax 1,2x3.03 

Bee  tax 35. 67 

Hotel  licenses 2, 296. 00 

Hunters'  licenses 13, 659. 35 

Opera  house  licenses 26a  00 

General  property  tax ^ 1,242,422.69 

Total  state  taxes  not  from  corporations i,  264, 03a  01 

Total  taxes  for  state  purposes,  all  sources x,  537,  S06.  22 

Receipts  from  sources  other  than  taxes: 

United  States  Government  Soldiers'  Home  aid 20, 06a  75 

Land  sales 667,388.86 

Five  per  cent  sales  of  Govenunent  lands 4O1 567. 34 

Lease  of  lands .*.  287, 122. 05 

Interest  on  deposits 15, 549. 49 

Miscellaneous  interest 374, 155. 37 

Miscellaneous  receipts 240, 263.  79 

Total  receipts  from  sources  other  than  taxes i,  645, 107. 65 


Total  state  receipts,  all  sources 3, 182, 913.  87 

*  Reports  of  State  Treasurer,  State  Auditor,  and  Secretary  of  State. 

'  Estimated  by  applying  the  state  rate  of  4  mills  to  the  assessed  values  as  shown 
in  Report  of  State  Auditor,  X9Z0,  p.  XX3. 

*  Estimated. 

*  Part  of  this  comes  from  local  taxation  of  oorporations,  but  it  is  impossible  practi- 
cally to  ascertain  the  amoimt  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 
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IV-  COMMENTS. 
Historical. 

The  act  of  March  2,  1861,  organizmg  the  Territory  of  Dakota, 
provided  that  no  "discrimination  be  made  in  taxing  different 
kinds  of  property;  all  property  subject  to  taxation  shall  be  in 
proportion  to  the  value  of  the  property  taxed."  * 

The  first  session  of  the  legislature  of  the  Dakota  Territory 
provided  for:  (i)  Assessment  of  all  corporate  property  and  of 
shares  of  stock  at  full  cash  valiie ;  (2)  a  tax  of  2  per  cent  on  insur- 
ance premiums ; '  (3)  exemption  from  taxation  of  woolen  manu- 
factures for  a  term  of  15  years,  cotton  manufactures  for  a  term 
of  20  years,  and  one-half  the  value  of  all  other  ** manufactures'* 
for  a  term  of  five  years.' 

This  session  also  provided  a  general  law  for  incorporating 
manufacturing,  mining,  lumbering,  agriculttu'al,  mechanical,  and 
chemical  companies.*  Six  years  later  (1868)  the  incorporation 
laws  were  broadened  so  as  to  include  *'  any  lawful  business."*  In 
this  year  the  first  approach  toward  centralization  of  administra- 
tion is  also  noted,  riaitiely,  in  the  passage  of  an  act  requiring  rail- 
road, canal,  and  certain  other  corporations  to  list  their  property 
with  the  territorial  auditor  when  such  property  was  located  in 
more  than  one  county.  The  auditor  was  required  to  certify  the 
value  of  property  so  listed  to  the  respective  coimty  clerks,  such 
valuations  being  equalized  by  the  coimty  commissioners." 

From  1879  to  organization  under  state  government  (1889),  rail- 
roads were  taxed  on  gross  earnings.^  This  method  of  taxing  rail- 
roads was  not  in  accordance  with  the  state  constitution,  and  the 
system  of  corporate  taxation  established  by  the  first  state  legis- 
lative session,  namely,  according  to  the  general  property  tax, 
with  but  few  changes,  is  still  in  force.* 

Incorporation. 

The  low  flat  rate  charged  for  the  issuance  of  charters  prior  to 
1903  bade  fair  to  make  South  Dakota  popular  as  an  incorporating 
State.    Taken  in  biennial  periods,  the  number  of  charters  issued 

^  Laws,  Dak.  Ter.,  1862,  p.  34. 
'  Ibid.,  chap.  69. 

*  Ibid.,  chap.  40. 

*  Ibid.,  chap.  11. 

*  Ibid.,  1867-68,  chap.  15,  p.  196. 

*  Ibid.,  1868-69,  chap.  35,  p.  369. 

^  Laws,  Dak.  Ter.,  1879,  chap.  46;  1883,  chap.  99;  1889,  chap.  107;  see  also  North 
Dakota  comments. 
®  Laws,  S.  Dak.,  1890,  chap.  21,  sec.  i. 


SOUTH  DAKOTA.  73 

increased  from  263  in  1 894-1 896  to  2,196  in  1 900-1 902.  A  revi- 
sion  of  the  law  in  1903  seems  to  have  checked  this  increase.  This 
revision,  however,  and  another  in  1907,  resulted  in  a  greatly  in- 
creased yield  of  revenue  from  charter  granting. 

The  policy  of  abandoning  the  low  flat  rate  and  substituting  a 
graduated  scale  based  on  authorized  capitalization  and  of  remov- 
ing, in  part  at  least,  the  incentive  to  seek  South  Dakota  charters, 
is  .shown  in  the  following  abstract  from  the  1902  report  of  the 
secretary  of  state :  * 

"The  uniform  charter  fee  of  $10,  as  now  provided  for  all  corpo- 
rations organized  for  profit,  is  inadequate  and  unjust.  Corpora- 
tions organized  with  a  small  authorized  capital  stock,  which  are 
incorporated  by  residents  of  this  State  for  operating  and  con- 
ducting a  legitimate  business  within  the  borders  of  our  State, 
thereby  developing  its  resotu'ces  and  adding  property  to  the 
assessment  rolls  of  the  locaUties  where  their  business  is  carried 
on,  are  required  to  pay  the  same  charter  fee  as  the  concerns  of 
large  capitalization,  *  *  *  which  concerns,  with  few  if  any 
exceptions,  never  transact  a  dollar's  worth  of  business  within  this 
State  nor  bring  any  property  into  the  State  that  can  be  assessed 
for  taxation. 

"Our  laws  should  be  so  amended  as  to  establish  a  graduated 
charter  fee,  to  be  graded  upon  the  authorized  capital  stock  pro- 
vided for  in  the  articles  of  incorporation." 

Following  this  recommendation  the  legislattu-e  provided  a  grad- 
uated scale  with  a  minimum  fee  of  $10,  applicable  when  the 
authorized  capital  stock  was  $25,000  or  less,  and  a  maximum  fee 
of  $40,  applicable  when  it  equaled  or  exceeded  $1,000,000.  In 
1907  the  scale  of  fees  was  extended  so  as  to  place  the  maximum 
at  $175  when  the  authorized  capital  stock  equaled  or  exceeded 
$5,000,000.  The  minimum  fee  remained  the  same.  This  law, 
however,  modified  requirements  as  to  resident  directors  by  reduc- 
ing the  number  from  3  to  i . 

The  following  table  shows  the  estimated  number  of  charters 
issued,  the  total  revenue,  and  the  average  yield  per  charter,  for 
the  period  preceding  the  amendment  of  1903,  and  for  the  periods 
preceding  and  following  the  amendment  of  1 907 : 


Periods. 


Z90O-Z9oa. 
1904-1906. 
190S-Z9ZO. 


Number 
of  char- 
ters. 


9,196 
3,008 
i»643 


Revenue. 


$31,960 
39>3S7 
37.931 


Average 

per  chiu-- 

ter. 


$ia  00 
19.60 
17.00 


*  Page  iii. 


74  TAXATION  OI^  CORPORATIONS. 

As  shown  by  the  above  table,  the  2,196  charters  issued  during 
the  period  just  preceding  the  change  from  the  flat  to  the  graduated 
rates  yielded  $21,960,  or  $10  per  charter.  During  the  period 
just  preceding  the  1907  increase  the  2,008  charters  issued  )rielded 
$39,357,  or  $19.60  per  charter.  During  the  period  following 
the  1907  increase  the  charters  issued,  1,643  ^  number,  yielded 
$27,931,  or  $17  per  charter.* 

Physical  Valuation  of  Railroads. 

Following  Michigan  and  Wisconsin,  South  Dakota,  under  an 
act  of  the  1907  l^slattue,  caused  a  physical  valuation  to  be 
made  of  all  railroads  operating  in  the  State.  An  important  dis- 
tinction, however,  between  the  methods  employed  is  that  South 
Dakota  in  making  its  appraisal  placed  no  valuation  upon  the 
intangible  assets  of  any  company,  while  in  the  valuations  of  both 
Michigan  and  Wisconsin  careful  consideration  was  given  to  earn- 
ings, capital  stock  values,  and  all  factors  entering  into  the  non- 
physical  element  of  railroad  valuation. 

The  entire  railroad  property  in  South  Dakota,  3,953  miles,  was 
valued  at  $91,695,132,  or  $23,196  per  mile.'  The  assessed  value 
would  be  about  one-third  of  this. 

Railroad  Assessments. 

As- shown  by  the  following  table,  the  2,800  miles  of  railroads 
in  South  Dakota  in  1895  were  assessed  at  $3,282  per  mile.  In 
1900  the  mileage  was  practically  the  same,  but  the  assessment 
per  mile  had  risen  to  $4,545,  or  by  38  per  cent.  Two  himdred  and 
forty-six  additional  miles  of  road  had  been  reported  by  1905,  an 
increase  of  8  per  cent.  The  increase  in  assessment  per  mile  for 
the  same  period  was  6  per  cent.  From  1905  to  19 10  mileage 
increased  from  3,048  to  3,932  miles,  or  29  per  cent,  while  assess- 
ments increased  $2,937  P^r  niile,  or  60  per  cent.  The  greatest 
increase  was  made  during  the  years  1907  and  1908.  The  1910 
assessment,  $7,767  per  mile,  was  approximately  one-third  the 
physical  valuation  fotmd  by  the  Railroad  Commission. 

^  Reports  of  Secretary  oi  State,  i9cx>-i9io. 

^  Report  of  Board  of  Railroad  Commissioneis,  1910,  p.  33-c. 
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Total  Milsaos,  Valuation,  and  Assessment  per  Mile  op  Railroad  Property 
IN  South  Dakota,  for  the  Years  1895,  1900,  1905,  and  1910.' 


Yean. 


1895 

zgoo 
1905 
1910 


Mileage. 


3,800 
3,80a 
3,048 


Total  valu- 
ation. 


<9>Z93t347 
",74I»397 
M.7a5»659 
30>  544*  aoo 


Asaesamcnt 
per  mile. 


$3,383.41 
4. 545-  86 

4>8«9>84 
7i  767-  00 


Improvements  Recommended  in  Tax  System. 

Necessity  for  Gross-Earnings  Method.  The  diflSculty  of 
adequately  taxing  express  companies  under  the  present  law  is 
the  subject  of  the  following  comment  by  the  state  auditor: 

"The  assessment  of  express  companies  has  been  the  hardest 
problem  for  the  state  board  to  solve.  These  companies  have 
very  little  tangible  property  in  the  State,  but  take  a  large  amount 
of  money  out  of  the  State  every  year  in  earnings.  By  taking 
their  earning  power  into  consideration,  the  board  has  placed  on 
their  property  what  it  considered  a  fair  assessment,  and  although 
they  pay  what  I  consider  a  small  tax,  considering  their  earnings, 
the  American  Express  Co.  and  Wells-Fargo  Express  Co.  have 
refused  to  pay  their  taxes  for  1909,  and  the  matter  is  now  in  court. 
It  is  to  be  hoped  that  the  tax  amendment  to  be  voted  upon  at  the 
coming  election,  which  is  intended  to  cover  such  cases,  will  carry, 
so  that  the  legislattu-e  can  place  an  earnings  tax  on  corporations 
of  this  kind." » 

The  constitutional  amendment  referred  to  was  defeated  by  the 
electors  of  the  State  in  the  19 10  election.  It  proposed  that  fran- 
chises and  licenses  to  do  business  in  the  State,  gross  earnings,  and 
net  income  should  be  considered  in  taxing  corporations. 

Broader  Equalization  Powers  Desired. — ^The  state  auditor 
recommends  that  the  State  Board  of  Assessment  and  Equaliza- 
tion be  given  authority  to  order  reassessments  of  particular  classes 
of  property.  In  support  of  his  recommendation,  the  auditor  states 
that  a  niunber  of  banks  in  a  certain  coimty  listed  their  undivided 
profits,  while  others  refused.  The  board  was  then  compelled  to 
raise  the  assessment  of  the  stock  of  all  banks  within  that  coimty. 
This  resulted  in.  an  imjust  assessment  to  those  banks  which  had 
listed  their  imdivided  profits. 

Permanent  Tax  Commission. — ^The  state  treasurer  in  1908 
recommended  the  creation  of  a  nonpartisan  appointive  tax  com- 

*  Reports  of  State  Auditor,  1895,  p.  201;  1901,  p.  214;  1906,  p.  275;  1910,  p.  113. 
^  Report  of  State  Auditor,  1910,  letter  of  transmittal. 
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mission  which,  among  other  duties,  should  perform  the  work  of  the 
presept  State  Board  of  Assessment  and  Equalization.  In  this 
connection  the  treasurer  states : 

"  Millions  of  dollars  in  moneys,  credits,  and  personal  property  are 
never  assessed  and  never  will  bear  their  just  proportion  of  taxes 
till  a  commission  of  this  kind  is  provided.'** 

Some  verification  of  the  treasurer's  statement  is  foimd  in  the 

fact  that  the  state  auditor  calls  attention  to  the  very  small  amotmt 

of  moneys  and  credits  reached  for  taxation.' 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  the  court  reports, 
of  value  in  the  study  of  corporate  taxation  in  South  Dakota : 

Reports  of  State  Auditor,  1 895-1910. 
Reports  of  State  Treasurer,  1908,  1910. 
Report  of  Board  of  Railroad  Commissioners,  19 10. 
Reports  of  Secretary  of  State,  1894-1910. 

*  Report  of  State  Treasurer,  1908,  p.  3. 

'  Report  of  State  Auditor,  19 10,  letter  of  transmittal. 
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L  GENERAL  VIEW. 
Chief  Features. 

First.  The  absence  of  special  taxes  on  corporations  here  consid- 
ered. 

Second.  The  assessment  of  state-wide  public-service  corporations 
by  a  central  state  board. 

General  Property  Tax. 

Domestic  and  foreign  corporations  of  the  classes  herein  treated, 
except  freight  car  and  equipment  companies,  pay  the  general 
property  tax  locally  for  state  and  local  purposes.  Freight  car 
and  equipment  companies  pay  to  the  State  for  state  pmposes  a 
property  tax  at  the  average  rate  of  taxation. 

The  assessment  of  personal  property  of  domestic  corporations 
not  specifically  provided  for  by  statute  is  in  theory  based  on  the 
value  of  the  capital  stock  of  the  corporation  (supposed  actual 
value  and  not  market  price),  less  exempted  property  and  less 
assessed  value  of  real  estate.  While  this  tax  on  the  excess  value 
of  capital  stock  is  not  entirely  inoperative,  it  is  seldom  enforced. 
Practically  all  property  subject  to  taxation  in  Iowa  is  by  statute 
assessed  at  25  per  cent  of  actual  value. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  and  foreign  corporations  whose 
property  is  taxed  in  Iowa  are  with  few  exceptions  exempt  from 
taxation  in  the  hands  of  holders.  If,  however,  a  domestic  corpora- 
tion actually  pays  the  tax  on  the  excess  value  of  capital  stock,  it 
may  charge  same  to  the  stockholders.  Bonds  of  domestic  and 
foreign  corporations  and  stock  in  certain  corporations  are  assessed 
at  actual  value  and  taxed  to  holders,  locally  for  state  and  local 
purposes,  at  the  low  tmiform  rate  of  5  mills  on  the  dollar. 

Foreign  Corporations. 

Foreign  pubUc-service  corporations  doing  a  state-wide  business 
and  foreign  manufactming  and  mercantile  corporations  are  taxed 
like  siniilar  domestic  corporations.  Other  foreign  corporations, 
except  certain  financial  corporations,  pay  the  general  property 
tax  locally  for  state  and  local  purposes  on  tangible  property  only. 
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Administration. 

The  property  of  steam  and  interurban  railroad,  express,  tele- 
graph, telephone,  freight  car,  and  equipment  companies  is  assessed 
by  the  State  Executive  Council,  which  is  composed  of  the  governor, 
secretaiy  of  state,  state  auditor,  and  state  treasurer.  Other  cor- 
porations are  assessed  by  local  assessors.  Taxes  in  general  are 
collected  by  county  treasurers,  but  the  state  gross  premiums  tax 
on  insurance  companies  and  the  state  ad  valorem  tax  on  freight 
car  and  equipment  companies  are  paid  to  the  state  treasurer. 

Members  of  the  State  Executive  Council  constitute  also  the 
State  Board  of  Review.* 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution. 

It  is  provided  in  the  constitution  that  * '  the  property  of  all  corpo- 
rations for  pecuniary  profit  shall  be  subject  to  taxation  the  same  as 
that  of  individuals,**'  and  that  the  laws  pertaining  to  the  assess- 
ment and  collection  of  taxes  for  state  and  local  purposes  shall  be 
general  and  of  imiform  operation  throughout  the  State.  The  gen- 
eral assembly  is  prohibited  from  passing  local  or  special  laws  for 
the  assessment  and  collection  of  taxes  for  state,  coimty,  or  road 
purposes." 

Statutes.* 
General  Property  Tax. 

Domestic  and  foreign  corporations  of  the  classes  herein  treated 
(except  freight  car  and  equipment  companies)  pay  locally  the 
general  property  tax  for  state  and  local  purposes. 

In  theory  the  assessment  of  personal  property  of  domestic  cor- 
porations not  specifically  provided  for  by  statute  is  based  on  the 
value  of  capital  stock  of  the  corporations  (supposed  actual  value 
and  not  market  price)  les$  exempted  property  and  assessed  value 

^  Sources  of  revenue  in  Iowa: 

Municipal  and  local  districts. — (a)  General  property  tax;  (b)  poll  tax;  (c)  business 
taxes  and  licenses;  (d)  fines,  fees,  etc. 

County. — (a)  General  property  tax;  (6)  business  taxes  and  licenses;  (c)  fines,  fees, 
etc. 

State. — (a)  General  property  tax;  (b)  inheritance  tax;  (c)  corporation  taxes  (from 
corporations  other  than  those  treated  herein);  (d)  business  taxes  and  licenses;  (e)  fines, 
fees,  etc. 

>  Constitution,  1857,  Art.  VIII,  sec.  a. 

•  Ibid.,  Art.  Ill,  sec.  30. 

*  Except  as  otherwise  indicated,  the  references  herein  are  to  the  1897  edition  of  the 
Code  and  to  the  1907  Supplement. 
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of  real  estate.^  In  practice  the  excess  over  the  value  of  real  estate 
and  tangible  personalty  is  seldom  reached.'  Verified  annual 
statements  of  all  necessary  facts  are  required  to  be  furnished  by  the 
corporations  to  the  local  assessors,  and  they  have  the  power  to  fix 
arbitrarily  the  value  of  the  capital  stock  for  taxation  purposes. 
This  tax  is  assessed  to  the  corporation  at  its  principal  place  of 
business  and  is  paid  to  the  county  treasurers  by  the  corporations, 
which,  having  paid  the  tax,  have  a  lien  upon  the  stock  and  tmpaid 
dividends  for  reimbttrsement  from  the  stockholders.  This  method 
of  assessment  is  applicable  to  very  few  kinds  of  corporations,  as  the 
assessment  of  transportation,  transmission,  manufacttuing,  and 
mercantile  corporations  is  otherwise  provided  for  by  statute. 
Personal  property  taxed  in  this  manner  is  not  otherwise  assessed. 

Real  estate  of  corporations  is  taxed  locally  in  the  same  manner  as 
that  of  individuals.'  Buildings  erected  by  other  than  the  owners  of 
the  real  estate  upon  which  they  are  located  are  not  assessed  to  the 
owners  of  the  land  as  realty,  but  assessed  to  the  owners  of  the  build- 
ings as  personalty.*  Ferry  franchises  and  toll  bridges  are  considered 
real  property  for  purposes  of  taxation.* 

Moneys  and  credits,  with  certain  exceptions,  are  taxable  to  the 
owners  locally  for  state  and  local  ptu^x^ses  at  the  low  tmiform  rate 
of  5  mills  on  each  dollar  of  actual  value.  This  tax  is  collected  by 
the  county  treasiu'ers  and  divided  between  the  various  f  imds  on  the 
same  pro  rata  basis  as  other  taxes  collected  in  such  taxing  dis- 
tricts.'  Property  subject  to  taxation  in  Iowa  is  by  statute  assessed 
for  taxation  at  25  per  cent  of  actual  value.''  In  practice  the  assess- 
ment is  somewhat  lower,  probably  about  18  per  cent  of  actual 
value. 

Steam  and  Interurban  Railroad  Companies. 

These  companies,  foreign  and  domestic,  pay  the  general  property 
tax  locally  for  state  and  local  purposes. 

*  Code,  sees.  1323-1325. 

A  domestic  corporation,  having  fully  paid-up  capital  stock  of  $98,000,  actually 
invested  $98,000  in  real  estate.  This  real  estate  was  assessed  at  $90,000,  which  amount 
was  deducted  from  the  capital  stock  valuation,  $98,000,  leaving  the  corporate  excess  to 
be  assessed  at  $8,000.  Assessment  held  valid.  Valley  Inv.  Co.  v.  Boatd  of  Review, 
153  Iowa,  84  (1911). 

'  Interview  with  state  tax  officials,  Sept.  11-14,  1911. 

'Code,  sec.  1327. 

^  Ibid.,  sec.  1350.  * 

'Ibid.,  sec.  1308. 

*Law8,  191  z,  chap.  63. 

'Code  Supplement,  sec.  1305.  Actual  value  of  property  is  the  marioet  value  in  the 
ordinary  oottTse  (tf  trade. 
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Railroad  property  used  in  operation  is  in  general  assessed  by  the 
State  Executive  Council.*  Real  estate  not  used  exclusively  in 
operation,  railway  bridges  crossing  the  Mississippi  and  Missouri 
Rivers,  and  grain  elevators,  are  assessed  locally.* 

The  Executive  Coimcil  does  not  make  public  the  exact  method 
used  in  determining  valuations,  but  in  general  assessments  are 
based  on  verified  statements  from  railroads  showing  detailed 
data  with  respect  to  railroad  values  and  earnings.  Intangible 
values  are,  to  some  extent,  determined  by  a  consideration  of  gross 
receipts. 

Apportionment  to  coimties  through  which  the  roads  pass  is  on 
the  basis  of  main-track  mileage.'  A  similar  apportionment  is 
made  by  coimty  boards  of  supervisors  to  minor  taxing  districts.* 

The  value  of  rolUng  stock  used  partly  without  the  State  is  deter- 
mined principally  upon  the  proportion  which  the  railroad's  busi- 
ness within  the  State  bears  to  its  entire  business.*  In  other 
States  such  values  are  usually  based  on  a  proportion  of  mileage 
instead  of  a  proportion  of  business. 

Passenger-Car  Companies. 

Operating  equipment  belonging  to  these  companies  is  taxed  to 
the  railroad  over  which  they  operate.  The  average  number  of 
sleeping,  parlor,  and  other  passenger  cars  used  in  the  State  during 
the  year  is  valued  by  the  Executive  Council.  The  valuation  is 
based  upon  that  portion  of  the  entire  value  which  the  nimiber  of 
miles  operated  in  the  State  bears  to  the  aggregate  nimiber  of 
miles  operated.  It  is  then  added  to  and  assessed  with  the  value 
of  that  part  of  the  railroad  over  which  the  cars  are  run.'    The 

*  Code,  sec.  1336;  Code  Supplement,  sees.  1333b,  1334. 

The  tax  here  provided  for  is  on  real  and  personal  property  without  discrimination, 
and  therefore  a  sewer  district  tax  which  can  only  be  enforced  against  real  property 
within  the  sewer  district  is  not  enforcible  against  the  real  property  of  a  railroad  company 
which  is  included  in  its  general  assessment  for  taxation.  Chicago,  M.  &  St.  P.  Ry .  Co. 
V.  Phillips,  III  Iowa,  377  (1900). 

An  intenu-ban  line  which  includes  a  city  street  car  system  may  be  taxed  by  the 
Executive  Cotmcil  as  a  tmit.  Waterloo  &  C.  F.  R.  T.  Co.  v.  Board  of  Supervisors,  131 
Iowa,  237  (1906);  Cedar  Rapids  &  M.  C.  Ry.  Co.  v.  Cummins,  125  Iowa,  430  (1904). 

*Code,  sec.  1342. 

The  taxation  of  railroad  property  is  subject  to  the  rule  that  "property  can  not  be 
taxed  tmtil  authority  therefor  be  conferred  by  the  legislature,  and  the  manner  of  impos- 
ing taxes  prescribed  by  law  must  be  followed ;  no  other  way  of  taxation  ci£n  be  lawfuUy 
pursued."    C,  R.  I,&  P.  Ry.  Co.  v.  City  of  Davenport,  51  Iowa,  451  (1879). 

'  Code  Supplement,  sec.  1337. 

*Code,  sees.  1338,  1339. 

*  Code,  sec.  1336. 
°  Code,  sec.  1341. 
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railroad  companies  pay  this  tax,  but  they  are  reimbtirsed  by  the 
companies  owning  the  cars. 
Freight-Car  and  Equipment  Companies. 

Domestic  and  foreign  freight-car  and  equipment  companies  pay 
to  the  State  for  state  purposes  a  property  tax  at  the  average  rate 
of  taxation  *  on  cars  necessary  to  carry  on  their  business  in  the 
State.*  This  tax  is  in  lieu  of  other  taxation  upon  such  property. 
Assessment  of  cars  is  by  the  Executive  Coimcil.  Real  estate  and 
permanently  located  personal  property  are  subject  to  the  general 
property  tax,  assessed  locally  for  state  and  local  purposes.  The 
value  of  any  cars  which  may  be  assessed  locally  is  deducted  by  the 
Executive  Council  in  assessing  the  state  tax. 

State  assessment  is  based  upon  information  furnished  by  the 
companies  in  annual  reports  to  the  Executive  Council  and  upon 
any  other  information  available.'  The  Executive  Council  also 
determines  the  average  rate. 

Telegraph  and  Telephone  Companies. 

Foreign  and  domestic  telegraph  and  telephone  companies  pay 
locally  the  general  property  tax  for  state  and  local  purposes  on 
tangible  and  intangible  property. 

Property  used  in  the  telegraph  and  telephone  business  is  assessed 
by  the  Executive  Cotmcil.  Its  method  of  determining  values 
could  not  be  ascertained.'*  In  general,  however,  assessments  are 
based  chiefly  upon  annual  reports  filed  with  the  state  auditor. 
These  reports  contain  details  with  respect  to  property  and  busi- 
ness, both  within  and  without  the  State,  and  the  statute  specifi- 
cally provides  that  the  valuation  of  all  property,  including  fran- 
chises and  the  use  of  the  property  in  connection  with  lines  outside 
of  the  State,  shall  be  considered  in  assessing  these  companies. 
The  assessable  value  having  been  determined,  it  is  reduced  to  a 
valuation  per  mile  of  line,  and  apportionment  on  this  basis  is 
made  to  the  counties  and  minor  local  taxing  districts." 

Property  of  telegraph  and  telephone  companies  not  used 
exclusively  in  the  telegraph  or  telephone  business  is  subject  to 
assessment  and  taxation  by  the  local  taxing  authorities  upon  the 
same  basis  as  that  of  individuals." 

^  The  average  state,  county »  and  local  tax  throughout  the  State  combined. 
'  Code  Supplement,  sees.  X343d,  i342e. 
'  Code  Supplement,  sees.  Z343b-i342e. 

*  Interview  with  secretary  of  the  Executive  Council,  Sept.  13,  191 1. 
^  Code  Supplement,  sees.  X33o-i33od. 

*  Cojde  Supplement,  sec.  i33oe. 
62466**— xa- 
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Telegraph  lines  owned  and  operated  by  railroad  companies 
exclusively  for  their  own  business  are  taxed  with  other  railroad 
property  and  are  exempt  from  further  taxation.* 

Express  Companies. 

Domestic  and  foreign  express  companies  pay  locally  the  general 
property  tax  for  state  and  local  purposes.  Property  used  in  the 
business  within  the  State  is  valued  by  the  Executive  Council ;  and 
franchise,  earnings,  and  all  other  factors  which  influence  value  are 
given  consideration.  The  assessed  valuation  is  then  apportioned 
upon  the  mileage  basis  among  the  localities  through  which  the 
routes  pass  and  the  general  property  tax  applied  by  the  localities.' 
The  assessment  is  based  upon  information  furnished  by  the  com- 
pany in  aimual  reports  to  the  Executive  Council  and  any  other 
information  available.*  Real  and  personal  property  of  express 
companies  not  used  in  the  business  is  subject  to  assessment  and 
taxation  by  the  local  taxing  authorities  in  the  same  manner  as 
the  property  of  individuals.* 

Street-Railway,  Water,  Gas,  and  Electric  Companies. 

These  companies,  whether  domestic  or  foreign,  pay  the  general 
property  tax  locally  for  state  and  local  purposes.*  Assessment 
is  by  local  officials.  Real  estate,  including  lands,  buildings, 
machinery,  tracks,  poles,  wires,  etc.,  is  assessed  in  the  taxing  dis- 
trict where  situated.  Personal  property,  including  roUing  stock, 
is  assessed  in  the  taxing  district  where  such  property  is  usually 
kept.  In  theory  domestic  companies  of  these  classes  are  taxable 
also,  under  the  general  property  tax,  on  the  excess  value  of  capital 
stock  over  tangible  property,*  but  in  practice  this  excess  is  seldom 
taxed. 

Manufacturing  and  Mercantile  Corporations. 

Domestic  and  foreign  manufacturing  and  mercantile  companies 
pay  the  general  property  tax  locally  for  state  and  local  purposes. 
Raw  material  of  manufacttuing  corporations  is  assessed  at  the 
average  taxable  value  of  such  stock  on  hand  during  the  preceding 
year.  Machinery  used  in  manufactiu-e  is,  for  taxation  purposes, 
regarded  as  real  estate,  and  this,  with  all  other  real  estate,  is 
separately  assessed.* 

Lands,  mills,  and  machinery,  used  in  the  manufacture  of  sugar 
from  beets  grown  in  Iowa,  are  exempt  from  ta^^ation  until  1917.^ 

*  Code,  sec.  1332.  *  Code,  sec.  1343. 

*  Code  Supplement,  sees.  I346e-i34(5g.  *  Code,  sec.  13 19. 

'  Code  Supplement,  sees.  1346a,  Z346d.         ^  Code  Supplement,  sec.  1304a. 
^  Code  Supplement,  sees.  i346d,  Z346g. 
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Mercantile  corporations  are  assessed  on  stocks  of  merchandise 
at  the  average  values  of  such  stocks  diuing  the  preceding  year.* 
Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  and^  foreign  corporations  whose 
property  is  taxed  in  Iowa  are,  with  few  exceptions,  exempt  from 
taxation  in  the  hands  of  holders.  Domestic  corporations  required 
to  pay  the  general  property  tax  on  excess  of  value  of  capital  stock 
over  value  of  real  estate  may  charge  same  to  the  stockholders.* 
This  excess  as  already  stated  is  seldom  assessed. 

Bonds  of  domestic  and  foreign  corporations  and  stock  in  certain 
corporations  •  are  taxed  locally  to  the  holders  for  state  and  local 
purposes  at  the  low  uniform  rate  of  5  mills  on  each  dollar  of  actual 
value.* 

Foreign  Corporations. 

Foreign  railroad,  telegraph,  telephone,  express,  manufacttuing, 
mercantile,  freight-car,  and  equipment  companies  are  taxed  in  the 
same  manner  as  similar  domestic  corporations.  Other  foreign  cor- 
porations of  the  classes  herein  treated  pay  locally  the  general  prop- 
erty tax  for  st^te  and  local  purposes  on  tangible  property  only. 

m.  FINANCIAL  RESULTS. 
Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  19 10  was  26  per  cent. 

Total  Statb  RecsiptSp  Taxbs  froh  Corporations,  Othbr  Taxbs,  and  Rbcsipts 
FROH  Sources  Other  Than  Taxes,  Year  ended  June  30,  19x0.' 

Total  state  receipts,  all  sources $4, 347, 528.  2a 

State  taxes  from  corporations:  ====== 

Railroads^ $251, 426.  76 

Sleeping  cars — paid  by  railroads  ' 99a  56 

Telegraph  and  telephone  companies  ^ 14, 12a  53 

Express  companies  • i,  432.  74 

Freight  line  and  equipment  companies 8, 453.  oz 

Insurance  companies 399, 177.  20 

Bank  fees % 18, 966-  07 

Building  and  loan  associations 258. 15 

Corporation  fees 168, 471. 35 

Total  state  taxes  from  corporations 863,  296.  37 

*  Code,  sec.  1318. 

2  Code,  sec.  1323. 

'  Shares  of  stock  in  foreign  corporations,  unless  specifically  exempt,  are  taxable  to 
holders.  Morrill  v.  Bentley,  150  Iowa,  677  (191 1).  Stock  in  foreign  corporations  is 
taxable  to  holders  regardless  of  its  assessment  in  the  foreign  State.  Judy  v.  Beckwith , 
137  Iowa,  24  (1908). 

^Laws,  Z91X,  chap.  63. 

^  Reports  of  State  Auditor,  Treasurer,  and  Executive  Council,  19 10. 

'  Estimated  by  applying  the  state  rate  of  3.9  mills  to  the  assessed  values  of  the 
property.    Report  of  Stdte  Auditor,  1910,  p.  Z50. 
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Other  taxes: 

Collateral  inheritance S315, 473. 02 

Hunters  and  other  licenses iiii  569. 00 

Motor  vehicle  registrations 55, 342. 00 

General  property  tax  * 3, 070, 757. 41 

Total  state  taxes  not  from  corporations $3, 453, 041. 43 

Total  taxes  for  state  purposes,  all  sources 3»  3i6>  337-  ^ 

Receipts  from  sotux:es  other  than  taxes: 

Fees  of  state  officers  and  boards iSs,  395. 07 

Interest  on  bank  deposits 15, 344. 66 

From  counties  for  cotmty  patients  in  state  institu- 
tions   640, 539.  74 

Institutions  tmder  Board  of  Control 134, 619.  50 

United  States  Government  aid  to  Soldiers'  Home. .  66, 861. 37 

Miscellaneotis  receipts,  fines,  fees,  etc ii  530. 08 

Total  receipts  from  sources  other  than  taxes i,  031, 190. 43 

Total  state  receipts,  all  sources 4, 347,  528.  32 

IV.  COMMENTS. 
Historical. 

It  is  probable  that  before  annexation  to  Michigan  in  1834  no 
taxes  were  collected  in  the  area  now  known  as  Iowa.'  Upon 
annexation  the  Michigan  laws  applied  and  corporations  were  sub- 
ject to  the  general  property  tax,  which  was  assessed  upon  a 
valuation  of  real  and  personal  estate  including  property  and  stock 
in  any  bank,  insurance  company,  or  other  incorporation.*  It 
would  seem  from  the  wording  of  this  provision  that  both  the 
shares  of  stock  in  the  hands  of  holders  and  the  corporate  property 
were  taxable. 

The  creation  of  banks  and  the  incorporation  of  industrial  and 
business  corporations  had  by  1834  become  a  large  part  of  the 
legislative  business  of  the  Michigan  Territory.  From  1838,  when 
Iowa  became  an  independent  territory,  until  the  enactment  of 
the  first  general  incorporation  act  in  1847,*  incorporation  was  by 
special  legislative  act. 

Soon  after  Iowa  became  a  State,  in  1846,  an  act  was  passed 
amending  the  revenue  laws  to  a  large  extent,  but  the  only  pro- 

^  Part  of  this  comes  from  local  taxation  of  corporations,  but  il  is  impossible  prac- 
tically to  ascertain  the  amount  thus  received,  except  the  amotmts  above  estimated 
which  are  not  included  in  this  item. 

'  Noble's  Taxation  in  Iowa,  p.  9. 

'  Laws  of  the  Territory  of  Michigan,  condensed,  arranged,  and  passed  by  the  fifth 
Legislative  Council,  1833,  p.  88. 

*  Laws,  1846-1847,  p.  loi. 
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vision  pertaining  to  corporate  taxation  was  the  requirement  that 
every  person  should  return  with  his  assessable  personal  property 
the  value  of  any  interest  in  the  capital  stock,  trndivide'd  profits, 
or  means  of  every  company,  incorporated  or  unincorporated, 
owned  by  him.*  This  law  remained  unchanged  until  the  adoption 
of  the  1 85 1  code,  which  introduced  much  new  legislation  pertain- 
ing to  taxation.  It  contained  a  provision  for  the  taxation  of  stock 
of  foreign  and  domestic  banks;  ferry  franchises— important  in 
the  da3rs  preceding  railroads — were  henceforth  to  be  taxed  as 
realty.^  The  principal  accotmting  officers  of  corporations  were 
required  to  report  and  to  list  their  property  to  the  assessors.' 
Yet  the  most  radical  changes  affected  railroad,  construction,  and 
insurance  companies. 

The  property  of  corporations  or  companies  constructing  canals, 
railways,  and  similar  improvements  was  taxed  through  the  shares 
of  the  stockholders.  The  shares  of  nonresident  shareholders  were 
assessable  in  the  county  in  which  was  either  terminus  of  the 
line.  The  company  was  required  to  report  to  the  assessor  the 
names  and  residences  of  such  nonresident  shareholders,  and  the 
number,  the  par,  and  the  market  value  of  shares  held  by  each. 
In  case  of  refusal  to  certify  the  list,  the  shares  were  assessed  to  the 
corporation.  The  county  first  listing  was  entitled  to  levy  and 
collect  the  taxes  on  such  nonresident  stockholders.*  Certain 
foreign  insurance  companies  were  assessed  at  i  per  cent  for  state 
purposes  and  at  i  per  cent  for  coimty  purposes  on  the  premiums 
received  in  the  coimty.  The  agents  were  required  to  list  the 
receipts  to  the  local  assessors  and  were  made  personally  respon- 
sible for  the  payment  of  the  tax.* 

The  development  of  the  system  of  corporate  taxation  siace  the 
adoption  of  the  code  of  1851  has  been  slow  and  rather  irregular. 
One  class  of  corporations  and  then  another  has  received  attention, 
and  the  methods  applied  have  been  widely  different.  In  i860 
railroad  property  was  taxed  in  the  same  manner  as  that  of  indi- 
viduals.* In  1862  a  gross  receipts  tax  of  i  per  cent  was  imposed. 
It  was  collected  by  the  State,  which  retained  half,  and  the  remain- 
der was  distributed  to  the  several  counties  through  which  the  road 
passed.  This  was  in  lieu  of  all  other  taxes  on  the  roadbed,  track, 
roUing  stock,  and  buildings  necessary  for  operating  the  road,  but 


*  Laws,  ZS46-Z847,  p.  137. 

»  Code  of  1851,  Title  VI,  sec.  456. 

*  Ibid.,  sec.  458. 


^  Ibid.,  sec.  462. 
'  Ibid.,  sec.  464. 
'  Revision  of  i860,  chap.  45,  sec.  719. 
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all  Other  property  was  taxed  like  the  property  of  individuals.^  In 
1870  a  law  was  passed  taxing  railroads  on  gross  receipts,'  and  the 
law  was  further  changed  so  as  to  reduce  the  State's  share  to  one- 
fifth,  and  increase  the  distribution  to  counties  to  four-fifths.  In 
1872  the  State  Census  Board  (Executive  Conunittee)  began  to 
assess  railroad  property,  except  real  estate  not  used  in  operation. 
Rolling  stock  of  interstate  roads  was  valued  in  proportion  to  the 
amount  of  business  in  the  State.*  The  amendments  to  this  law 
from  1872  until  this  time  have  been  singularly  few  and  have  been 
consistent  with  the  general  plan  originally  adopted,  namely, 
assessment  of  railroad  property  by  the  State,  and  its  taxation 
locally  for  state  and  local  purposes  under  the  general  property  tax. 
Foreign  insurance  companies  have  been  assessed  upon  their  gross 
premium  receipts  since  1 85 1 .  Domestic  insurance  companies  were 
assessed  in  the  same  manner  as  individuals  up  to  1897,  when  they 
were  subjected  to  a  tax  on  income.*  In  1878  the  assessment  of  tele- 
graph and  sleeping  and  dining  car  companies  was  taken  out  of  local 
jurisdiction  and  placed  under  a  state  board.*  This  system  has 
since  continued.  • 

Express  companies  have  been  subject  to  various  methods  of 
taxation.  Up  to  1868  they  were  assessed  as  ordinary  corporations. 
In  that  year  the  legislature  passed  a  peculiar  act,  taxing  these 
companies  and  telegraph  companies  locally  on  a  part  of  their  gross 
receipts.*  Two  years  later  the  act  was  repealed,  and  from  that 
time  tmtil  1896  express  companies  were  assessed  in  the  same  man- 
ner as  individuals.^  In  1896  a  tax  of  i  per  cent  was  placed  upon 
gross  receipts,*  but  in  1900  the  present  method  was  inaugiu-ated. 

In  191 1  moneys  and  credits,  with  certain  exceptions,  were  sub- 
jected to  a  low  uniform  tax  rate  of  5  mills  on  each  doUar  of  actual 
value,  payable  by  the  holders  locally  for  state  and  local  purposes 
in  lieu  of  other  taxes. 

Revenues. 

It  is  only  within  the  past  few  years  that  receipts  from  special 
sources  have  been  large  enough  to  be  of  importance  in  the  state- 

'  Laws,  1863,  chap.  173. 
'  Laws,  1870,  chap.  106. 

*  Laws,  1872,  chap.  26. 

*  See  Revision,  i860,  sec.  718;  Code,  1873,  sec.  807;  Code,  1897,  sec.  1333;  and  Laws, 
Z900,  chap.  43. 

'  Laws,  1878,  chaps.  59, 1x4. 

*  Laws,  z868,  chap.  i8o. 
^  Laws,  1870,  chap.  zoo. 

*  Laws,  1896,  chap.  33. 
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revenue  S3rstem,  and  even  now  the  greater  part  of  the  state  revenue 
comes  from  the  general  property  tax.  Fees  from  state  officers,, 
boards,  institutions,  and  corporations  now  amount  to  nearly  a 
half  million  dollars  annually,  and  the  collateral  inheritance  tax 
nets  the  State  about  one-f  otulh  of  a  million.  Insurance  companies 
pay  special  state  taxes  amountii^  to  over  one-third  of  a  million 
dollars  annually.    The  Iowa  state  auditor,  in  his  last  report,  says:^ 

"  During  the  year  just  closed  it  is  estimated  that  only  53.8  per 
cent  of  the  total  state  revenue  was  raised  by  direct  taxation.  The 
remainder,  or  46.2  per  cent  of  all  funds  raised  for  the  state  govern- 
ment, came  from  fees  and  taxes  from  corporations.  Federal  aid  to 
Soldiers'  Home,  pajonents  by  counties  for  the  maintenance  of  their 
insane  or  other  unfortunates  in  state  institutions,  insurance  and 
collateral  inheritance  tax,  and  a  few  minor  items.  It  is  an  inter- 
esting and  perhaps  significant  fact  that  the  proportion  of  revenue 
collected  in  the  form  of  direct  taxes  is  growing  smaller.  Thus, 
during  the  period  ending  June  30,  1899,  764  per  cent  of  the  total 
revenue  was  raised  by  direct  taxation,  and  only  23.6  per  cent  by 
the  various  indirect  methods  to  which  reference  has  been  made. 

"  By  direct  taxation  is  meant  the  revenue  raised  by  the  levy  tmder 
authority  of  the  legislature.  The  reduction  of  direct  taxation  is 
the  result  of  legislation  making  more  general  the  taxation  and  fees 
of  incorporations  and  collateral  inheritances.  This  indirect  taxa- 
tion includes  fees  for  filing  articles  of  incorporation,  taxation  and 
fees  of  insurance  companies,  fees  for  notarial  commissions,  phar- 
macy certificates,  bank,  municipal,  and  insurance  examination  fees, 
and  a  few  other  like  items." 

Assessment  of  property  in  general  has  been  materially  increased 
in  the  past  few  years,  and  for  a  more  comprehensive  study  of  the 
increase  of  assessment  of  property  of  public-service  corporations  in 
the  past  decade  the  following  table*  is  presented: 


X900 

1901 4 

X902 

X9(« 

X904 

»90S , 

X906 

I»07 

1908 

X909 

X9XO 


Railroad 
property. 


Telegraph 

and  telephone 

property. 


S46, 194, 7*7 
47>3a*»9Xi 
51,570,343 

S6,947»7" 
58,053,770 

S8, 785, 749 
63»044»6x7 

64,1771337 
641524^659 
64,468,401 
65, 095, 060 


$1,306,989 
X,  300, 348 
X»545,8q3 

X,9«7f783 
9,994,1x5 

«» 4*7, 503 
9,578,4x9 

3»QS7»S47 
3,397»X98 
31670,648 
3«99X,X70 


comxiatties. 


S>44t970 
961,587 
365,885 
490,383 
436,  xsi 

408,059 
S57»o« 

408,199 
360,857 
367*369 
368,097 


All 
property. 


8539, 737*  596 
558,463,618 
573,840,391 
637>937»386 
64a,  445*336 
630, 894,  xxo 
634*7331899 
658,083*939 
667,668,333 
68x,835»897 
693*846,668 


^  Attditor's  Report,  1910,  p.  V. 


^  Auditor's  Report,  1910,  p.  300. 
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While  the  assessment  of  all  property  in  the  State  has  increased 
28>^  per  cent  in  the  past  decade,  it  will  be  observed  that  the  assess- 
ment of  the  property  of  these  corporations  which  are  assessed  by 
the  Executive  Coimdl  has  increased  at  a  greater  ratio.  The  assess- 
ment of  railroad  property  has  increased  41  per  cent,  that  of 
telegraph  and  telephone  companies  231  per  cent,  and  that  of 
express  companies  50  per  cent. 

Distinctive  Features. 

The  trend  toward  centralization  of  assessment  of  public-serv- 
ice corporations  has  been  very  slow  in  Iowa,  but  state-wide 
public-service  corporations  are  now  assessed  by  the  State  Executive 
Council.  Local  public-service  corporations  as  well  as  manufac- 
ttuing  and  mercantile  corporations  are  still  assessed  by  local 
assessors. 

There  has  been  comparatively  little  progress  toward  the  di- 
vorcement of  state  and  local  soiuces  of  revenue.  The  gross 
receipts  method  of  taxing  railroads  was  employed  from  1862  to 
1872,  but  caused  much  litigation  and  was  finally  abandoned.  The 
only  state  taxes  payable  directly  to  the  State  are  those  oti  freight- 
car  and  equipment  companies  and  on  insurance  companies. 

In  regard  to  the  present  method  of  railroad  tax  distribution  on 
the  main  track  mileage  basis,  Prof.  John  E.  Brindley  (at  present 
secretary  of  the  Iowa  Special  Tax  Commission)  in  his  recent  work 
"  History  of  Taxation  in  Iowa, "  says:  * 

*  *  *  "  The  law  deprives  cities  of  the  right  to  tax  millions 
of  dollars'  worth  of  property  situated  within  their  limits,  and 
*  *  *  confers  special  favors  on  a  small  per  cent  of  townships 
that  happen  to  possess  a  large  railway  mileage.  Therefore,  it 
follows  logically  that  the  present  law,  since  it  does  not  operate 
either  to  the  benefit  of  the  cities  or  to  the  benefit  of  a  majority 
of  rural  districts,  can  not  be  said  to  favor  a- large  majority  of  the 
voters  of  Iowa.  This  has  been  precisely  the  situation  for  a  genera- 
tion, despite  the  fact  that  this  same  majority  has  the  power  at  all 
times  to  enact  laws." 

Treating  of  the  changes  in  modes  of  assessment  and  recom- 
mending certain  other  reforms,  the  same  author  says: 

"  In  regard  to  the  assessment  of  public-service  corporations  a 
universal  change  from  a  local  to  a  state  system  has  been  noted. 
It  would  seem  that  this  is  both  a  desirable  and  a  necessary  change. 
Any  program  of  sane,  well-balanced  reform  must,  therefore,  rec- 
ognize the  principle  of  state  assessment.  It  logically  follows 
from  these  considerations  that  only  two  fundamental  changes  are 

*  Vol.  II,  p.  200. 
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necessary:  First,  in  the  plan  of  tax  distribution  all  nonlocal 
values  should  be  taxed  solely  by  the  State;  and  second,  a  state 
tax  commission  for  expert  assessment  in  lieu  of  the  present  ex 
officio  assessment  by  the  executive  council  should  be  created." ' 

a|e         a|e         sic         sic         sic         sic         9|e 

"  Finally,  it  may  safely  be  affirmed  that  any  comprehensive  pro- 
gram of  reform  should  embrace  the  following  essential  elements: 
First,  a  strong  centralized  fiscal  administration,  without  which 
efficient  and  uniform  assessment  is  impossible;  second,  a  more 
equitable  plan  of  tax  distribution  as  between  city,  town,  township, 
coimty,  and  State;  and  finally,  as  soon  as  conditions  will  permit, 
the  gradual  exemption  of  credit  instnunents  from  general  property 
taxation,  and  at  the  same  time  the  evolution  of  a  substitute  or 
substitutes  for  the  so-called  personal  property  tax.  In  the  judg- 
ment of  the  writer,  the  third  development  should  for  the  most 
part  follow  rather  than  precede  the  other  two.  The  problem  as 
a  whole  must  necessarily  obey  the  laws  of  evolution."  * 

In  accordance  with  a  law  passed  in  191 1  •  the  governor  has 
appointed  a  temporary  tax  commission  to  investigate  the  tax  sys- 
tem of  Iowa  and  recommend  reforms,  and  it  is  probable  that  much 
in  the  way  of  reform  will  depend  on  the  report  of  this  commission. 
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The  Law  of  Taxation  in  Iowa,  by  Edwin  A.  Jaggard,  1902. 

Taxation  in  Iowa,  by  F.  H.  Noble,  1897. 

Chapters  in  Iowa's  Financial  History,  by  Frank  I.  Merriott.  (In 
Annals  of  Iowa,  third  series,  vol.  5,  pp.  352-373,  425-445,  April 
and  July  nmnbers,  1902.) 

Report  of  Revenue  Commission  of  the  State  of  Iowa,  1893. 

Some  Phases  of  Corporate  Regulation  in  the  State  of  Iowa,  by 
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Biennial  Report  of  Auditor  of  State,  19 10. 

Biennial  Report  of  Treasiwer  of  State,  19 10. 

I  History  of  Taxation  in  Iowa,  Brindley,  Vol.  II,  p.  ao6. 
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I.  GENERAL  VIEW. 

Chief  Features. 

First.  The  application  of  the  general  property  tax  to  all  corpo- 
rations, collected  locally  for  state  and  local  purposes. 

Second.  The  assessment  by  local  assessors  of  all  state-wide 
public-service  corporations,  except  railroad,  car,  and  freight  line 
companies. 

Third.  The  consideration  of  gross  receipts  of  express,  telegraph, 
telephone,  and  pipe  line  companies  as  the  principal  determining 
factor  in  the  assessment  of  franchise  value. 

Fourth.  The  special  local  assessment  of  valuable  terminal  prop- 
erty by  cities  and  villages  for  municipal  purposes,  and  the  state 
assessment  and  apportionment  of  the  same  property  for  other 
purposes. 

General  Property  Tax. 

Corporations  here  xmder  consideration  pay  locally  the  general 
property  tax  for  state  and  local  purposes  on  all  property,  including 
franchises.  The  statutes  provide  that  property  shall  be  assessed 
at  20  per  cent  of  actual  value. 

Steam  Railroad^  Car,  and  Freight  Line  Companies. 

Such  companies  pay  locally  the  general  property  tax  for  state 
and  local  purposes.  The  State  Board  of  Equalization  and  Assess- 
ment assesses  the  roadbed,  stations,  rolling  stock,  material,  intan- 
gible personalty,  and  franchises.  All  property  situated  outside 
the  right  of  way,  including  repair  shops,  office  buildings,  and  store- 
houses, is  assessed  locally. 

There  is  also  a  separate. and  additional  local  assessment  of  all 
property  of  these  companies  (except  rolling  stock  and  intangible 
personalty)  in  cities  and  villages  for  city  and  village  levies. 

Express,  Telegraph,  Telephone,  and  Pipe  Line  Companies. 

These  companies  pay  locally  the  general  property  tax  for  state 
and  local  purposes.     One  of  the  important  items  in  valuation  is 
90 
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that  of  intrastate  gross  receipts,  the  amounts  of  such  receipts 
being  obtained  by  the  county  and  local  assessors  from  the  local 
offices. 

Public  Utility  Companies. 

Street  railway,  water,  electric,  gas,  and  other  lighting  companies 
pay  the  general  property  tax  assessed  and  collected  locally  for 
state  and  local  purposes,  on  all  property  in  the  State,  including 
the  value  of  franchises. 

Manufacturing  and  Mercantile  Corporations. 

These  companies  pay  the  general  property  tax,  assessed  and 
collected  locally,  for  state  and  local  purposes. 

Capital-Stock  Tax — Occupation  Fee. 

Every  corporation  imder  consideration,  domestic  and  foreign, 
pays,  for  the  privilege  of  doing  business  in  Nebraska,  a  small 
aimual  occupation  fee  based  on  the  par  value  of  subscribed  capital 
stock.    This  is  in  addition  to  the  general  property  tax. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  corporations  whose  property  is  taxed  in 
Nebraska  are,  in  general,  not  taxed  to  holders.  Stocks  in  other 
corporations  and  bonds  of  domestic  and  foreign  corporations  are 
taxable  to  holders. 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are  taxed  in 
practicaQy  the  same  manner  as  similar  domestic  corporations. 

Administration. 

The  State  Board  of  Equalization  and  Assessment  consists  of  the 
governor,  state  auditor,  state  treasurer,  secretary  of  state,  and 
state  commissioner  of  public  lands  and  buildings.  This  board  has 
general  supervision  over  all  taxation  matters,  including  authority 
to  equalize  and  change  local  assessments  of  property  as  a  class, 
by  counties,  and  to  assess  certain  raih'oad  and  car  company  prop- 
erty. It  also  fixes  the  amount  and  rate  of  state  tax,  but  this  rate 
can  not  exceed  5  mills  on  the  dollar.  The  readjustment  of  indi- 
vidual local  assessments  rests  with  the  cotmty  boards  of  equaliza- 
tion. Appeal  from  the  decision  of  the  county  board  lies  to  the 
district  coiul,  and  not  to  the  state  board.  After  equalization,  the 
county  and  state  boards  and  cotmty  clerks  levy  the  taxes  for 
state  and  local  purposes. 
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All  taxes  paid  by  the  corporations  under  consideration,  except 
the  capital-stock  tax  (occupation  fee),  are  paid  to  county  treas- 
urers.   The  capital-stock  tax  is  paid  to  the  secretary  of  state.* 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution. 

The  constitution  establishes  broadly  the  general  property  tax 
as  the  policy  of  the  State  and  provides  that  every  person  and  cor- 
poration shall  pay  said  tax  in  proportion  to  the  value  of  the 
property  and  franchises  owned. 

Power  is  given  the  legislature  to  tax  certain  kinds  of  business 
under  general  laws  which  shall  be  uniform  as  to  each  class.' 

Counties  are  limited  to  a  rate  of  1 5  mills  on  each  dollar  except 
for  payment  of  debts  existing  at  the  time  of  the  adoption  of  the 
constitution,  unless  an  increase  is  authorized  by  a  vote  of  the 
people  of  the  county.* 

Municipalities  may  receive  legislative  authority  to  make  regular 
and  special  assessments,  such  taxation  to  be  uniform.* 

Only  the  property  of  municipal,  religious,  educational,  eleemo- 
synary, agricultural,  and  similar  corporations  may  be  exempt  from 
taxation;  nor  shall  there  be  commutation  of  taxes.* 

^  Sources  of  revenue  in  Nebraska: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  poll  tax;  (c)  business 
taxes  and  licenses;  (d)  fines,  fees,  etc. 

County .^a)  General  property  tax;  (6)  inheritance  tax;  (c)  poll  tax;  (d)  business 
taxes  and  licenses;  (e)  fines,  fees,  etc. 

State. ^a)  General  property  tax;  (6)  business  taxes  and  licenses;  (c)  corporation 
taxes;  (d)  fines,  fees,  etc. 

'  Constitution,  1875,  Art.  IX,  sec.  i. 

No  discrepancy  or  lack  of  uniformity  can  be  allowed  under  this  provision.  State 
ex  rel.  Ahem  v.  Walsh,  31  Nebr.,  469,  474  (1891). 

Both  assessment  and  rate  must  be  uniform.  High  School  District  v,  Lancaster 
County,  60  Nebr.,  147  (1900). 

A  tax  is  uniform  if  the  persons  subject  to  it  are  duly  divided  into  classes  and  the  law 
operates  upon  the  members  of  each  class  tmiformly.  Aachen  &  Munich  Fire  Insur- 
ance Co.  V.  City  of  Omaha,  72  Nebr.,  518  (1904). 

The  constitutional  authority  in  this  section  to  tax  business  allows  consideration  of 
the  gross  receipts  of  certain  public-service  corporations  in  determining  the  assessment 
of  franchise  value  tmder  the  general  property  tax.    W.  U.  Tel.  Co.  v,  Omaha,  73  Nebr. , 

527  (1905)- 
'  Constitution,  Art.  IX,  sec.  5. 

*  Ibid.,  sec.  6. 

'  Ibid.,  sees.  2^4. 
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Statutes.^ 

General  Property  Tax. 

Corporations,  domestic  and  foreign,  are  taxed  locally  for  state 
and  local  purposes  upon  real*  and  personal*  property.  The 
franchise  value  *  of  corporations  is  assessed  as  a  part  of  taxable 
property.  In  the  case  of  express,  telegraph,  telephone,  and  pipe- 
line companies  the  annual  gross  receipts  from  business  in  the  State 
constitute  the  principal  determining  factor  in  the  assessment  of  fran- 
chise value.  The  property  of  steam  railroads  and  car  companies  is 
assessed  by  the  State  Board  of  Equalization  and  Assessment  and 
by  local  assessors.  The  property  of  other  corporations  under 
consideration  is  assessed  by  local  assessors. 

The  principal  place  of  business  is  made  the  situs  of  personal 
property  for  taxation  purposes.* 

The  statute  provides  that  all  property  shall  be  valued  at  actual 
value  and  assessed  at  20  per  cent  of  such  value.* 

'  *  Except  as  otherwise  indicated,  the  references  herein  are  to  Cobbey's  Annotated 
Statutes,  191 1. 

^The  term  "real  estate"  includes  all  buildings,  fixtures,  improvements,  mines, 
minerals,  quarries,  mineral  springs  and  wells,  oil  and  gas  rights,  and  privileges  per- 
taining thereto.    Cobbey's  Stats.,  sec.  10900. 

'  The  term  "  personal  property"  includes  every  tangible  and  intangible  thing  which 
is  the  subject  of  ownership  and  not  real  property.     Ibid.,  sec.  10901. 

Deductions  from  gross  credits  are  allowed  for  bona  fide  indebtedne^.  State  ex  rel. 
V.  Fleming,  70  Nebr.,  523,  529  (1903);  Lancaster  County  v,  MacDonald,  73  Nebr.,  453 
(1905);  Oleson  V.  Cuming  County,  81  Nebr.,  209  (1908). 

The  right  to  deduct  bona  fide  debts  from  gross  credits  is  not  in  conflict  with 
Nebraska's  constitution,  Art.  IX,  sec.  i .  Scandinavian  Mutual  Association  v.  Kearney 
County,  81  Nebr.,  468,  473  (1908). 

*  Franchise  value  means  the  value  of  intangible  property.  W.  U.  Tel.  Co.  v.  Omaha, 
73  Nebr.,  527,  539  (iQos)- 

'  Cobbey's  Stats.,  sec.  10928. 

*  Ibid.,  sec.  10911.  The  object  of  the  fractional  assessment  is  to  avoid  changes  in 
existing  limitations  on  the  various  levies  for  general  and  special  purposes,  and  the 
limitations  on  bond  issues.  The  assessments  under  the  old  system  had  been  scaled 
down  by  competitive  valuation  of  the  full- value  requirement  to  from  15  to  25  per  cent 
of  the  actual  value.  Article  by  Victor  Rosewater,  in  Quarterly  Journal  of  Economics, 
Feb.,  1904,  vol.  18,  pp.  295-296. 

Notwithstanding  the  provision  that  property  must  be  listed  at  its  fair  cash  value, 
the  court  will  take  judicial  notice  of  the  fact  that  for  general  revenue  purposes  the 
standard  of  valuation  generally  prevailing  is  far  below  the  actual  cash  value.  State 
ex  rel.  v.  Savage,  65  Nebr.,  714  (1902). 
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Steam  Railroads. 

Domestic  and  foreign  railroads  pay  locally  the  general  property 
tax  for  state  and  local  purposes.*  In  addition,  they  pay  the  small 
graduated  capital  stock  tax  based  upon  the  par  value  of  subscribed 
stock. 

The  property  of  railroads  for  taxation  purposes  may  be  classified 
as  follows : 

(a)  Rolling  stock,  and  intangible  personal  property,  including 
moneys,  credits,  and  franchises.  The  value  of^  this  property  is 
assessed  by  the  state  board  and  is  apportioned  to  the  coimties, 
cities,  and  minor  local  districts  on  the  mileage  basis.' 

(6)  Right  of  way,  tracks,  stations,  materials,  and  other  tan- 
gible property  located  within  the  right  of  way  and  within  station 
grounds.  This  property  is  also  assessed  by  the  state  board.  It 
is  apportioned  in  the  same  manner  as  class  a  property,*  except 
that  this  apportionment  does  not  extend  to  cities  and  incor- 
porated villages.  City  and  village  *  property  of  class  b  is  assessed 
locally  *  but  is  subject  to  equalization  by  the  state  board. 

The  object  of  thus  separately  providing  for  city  and  village 
taxation  was  to  give  such  mimicipalities  a  more  adequate  return 
for  their  extra  police,  fire,  and  other  protection  of  railroad  property 
(especially  of  the  valuable  raihoad  terminals)  in  the  cities  and  \dl- 
lages,  than  cduld  be  obtained  tmder  the  usual  tmit  rule  apportion- 
ment plan.* 

^  The  taxable  property  includes  "railroad  service."  Cobbey's  Stats.,  sees.  10985, 
10986. 

The  leasehold  right  of  a  railroad  to  use  part  of  the  track  of  another  railroad  is  taxable 
as  "railioad  service,"  even  though  the  trackage  so  leased  had  already  been  taxed  to 
the  railroad  owning  it.  Interview  with  W.  T.  Thompson,  formerly  attorney  general 
of  Nebraska,  May  23,  191 1. 

A  railroad  company  need  not  own  a  track,  right  of  way,  or  terminal  in  Nebraska  to 
be  subject  to  taxation  for  whatever  property  it  owns,  including  its  franchise  to  do 
business  in  the  State.    Opinions  of  Attorney  General,  1905-6,  p.  164. 

A  railroad  is  taxable  on  an  unused  right  of  way.  Opinions  of  Attorney  General, 
1909-10,  p.  71. 

^  Cobbey's  Stats.,  sees.  10699,  10983,  10985,  10988,  10989,  10995. 

'  Ibid.,  sees.  10983,  10985,  10988. 

Manner  of  valuing  railroad  main  track  and  branches  discussed  in  case  of  State  ex 
rcl.  V.  Sheldon,  79  Nebr.,  455  (1907). 

A  railroad  bridge  across  a  navigable  river  owned,  used,  and  operated  by  a  railroad 
company  as  a  part  of  its  line  of  road  is  assessable  for  taxation  by  the  state  board  and 
not  by  local  assessors.   C,  B.  &  Q.  R.  R.  Co.  v.  Richardson  County,  61  Nebr.,  519  (1901). 

*  A  village  is  an  incorporated  town  of  not  less  than  200  nor  more  than  1,500  inhabi- 
tants.   Cobbey's  Stats.,  sec.  8881. 

'  Cobbey's  Stats.,  sees.  10687,  10688  (6),  10697. 

^  Interview  with  W.  T.  Thompson,  formerly  attorney  general  of  Nebraska,  May  33, 
1911. 
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(c)  All  real  and  personal  property  outside  of  both  the  right  of 
way  and  station  grounds,  including  machine  repair  shops,  general 
office  buildings,  and  storehouses.  Property  of  this  class  is  assessed 
locally  for  state  and  local  purposes.^ 

All  railroads  situated  within  the  State  are  required  by  statute 
to  furnish  the  state  board,  county  clerks,  and'  city  and  village 
authorities  annual  reports  showing  certain  detailed  information.' 
Statements  of  the  valuations  made  and  corrected  by  the  state 
board  are  sent  to  the  clerk  of  each  county  entitled  thereto,  to  be 
used  in  extending  county,  city,  and  other  local  taxes  on  railroad 
property  located  therein.* 

Express,  Telegraph,  Telephone,  and  Pipe  Line  Companies. 

These  companies,  whether  domestic  or  foreign,  pay  the  general 
property  tax,  assessed  and  collected  locally  for  state  and  local 
purposes.  The  gross  receipts  are  considered  in  arriving  at  the 
intangible  or  franchise  values.*  In  addition,  they  pay  the  small 
graduated  capital  stock  tax  on  the  par  value  of  subscribed  stock. 

^  Cpbbey's  Stats.,  sees.  10984,  10698. 

Repair  shops,  storehouses,  and  other  building  of  a  raihoad  situated  on  the  right  of 
way  should  be  assessed  by  local  assessors,  while  the  right  of  way  and  depot  grounds 
should  be  assessed  by  the  state  board. 

What  constitutes  right  of  way  and  depot  grounds  is  to  be  determined  by  state  board. 
Opinions  of  Attorney  General,  1905H),  p.  173. 

Elevators  situated  on  the  right  of  way  of  a  raiLroad  are  subject  to  assessment  by  local 
authorities  and  not  by  state  board.  That  they  may  be  necessary  for  successful  opera- 
tion of  the  road  is  immaterial,  and  a  voltmtary  listing  to  the  auditor  and  payment  of 
tax  is  no  defense  to  assessment  by  county.  Adams  County  v.  Kansas  City  &  O.  Rail- 
road Co.,  71  Nebr.,  549  (1904). 

'Cobbey's  Stats.,  sees.  X0691,  10692,  10698,  10986,  10989. 

These  various  reports  are  not  conclusive  as  to  value  of  property.  Ibid.,  sees.  10697, 
10988. 

*  Cobbey's  Stats.,  sees.  10701,  10992-10994. 

*  Ibid,  sees.  10977,  10979,  ^ogBi,  11031,  11033. 

The  true  value  of  the  tangible  property  of  an  express,  telephone,  or  telegraph  com- 
pany should  be  ascertained  from  a  consideration  of  its  gross  receipts  for  the  prior  year, 
and  its  franchise  or  right  to  carry  on  its  business,  and  by  treating  it  as  a  going  concern. 
Nebraska  Tel.  Co.  v.  Hall  Cotmty,  75  Nebr.,  405  (1906). 

The  word  "franchise  "  as  here  used,  is  a  generic  term,  and  includes  all  rights  and 
privileges  granted  to  or  exercised  by  a  corporation  in  the  express,  telegraph,  or  tele- 
phone business  in  Nebraska.  "  Franchise  value  means  the  value  of  the  intangible 
property."    W.  U.  Tel.  Co.  v.  City  of  Omaha,  73  Nebr.,  527,  539  (1905). 

The  amount  of  gross  receipts  taken  in  by  express,  telephone,  and  telegraph  com- 
panies during  the  year  prior  to  the  time  of  assessment,  taken  alone,  is  not  the  proper 
method  of  ascertaining  the  value  of  the  franchise.  Gross  receipts  may  properly  be 
considered  as  an  item  in  estimating  the  value  of  the  franchise,  but  not  as  the  value  of 
the  franchise.    (Ibid.) 

In  assessing  the  property  of  a  telegraph  company  having  property  in  more  than  one 
State,  the  value  of  the  whole  property  as  an  entirety  should  be  considered,  and  the 
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Real  estate  belonging  to  these  classes  of  companies  is  assessed 
in  the  same  manner  as  that  of  individuals.  Both  the  value  of 
personal  property  and  the  amoimt  of  gross  receipts  for  the  preced- 
ing year  are,  except  for  the  city  of  Lincoln,  reported  to  county  or 
local  assessors  in  the  coimties  through  which  the  routes  pass.  The 
county  and  state  boards  of  equalization  and  assessment  equalize 
and  levy,  through  the  coimty  clerks,  the  tax  for  state  and  local 
purposes.  These  reports  are  verified  by  the  reporting  companies 
and  their  books  are  subject  to  examination  by  the  assessors.^ 
By  reason  of  provisions  contained  in  the  charter  of  the  city  of 
Lincoln  assessment  for  city  purposes  is  made  by  the  city  assessor 
and  reviewed  by  a  board  composed  of  certain  members  of  the  city 
council. 

The  degree  of  consideration  given  to  the  reported  gross  receipts 
in  determining  the  intangible  or  franchise  value  depends  upon  the 
local  assessor.  In  the  city  of  Lincoln  the  reported  gross  receipts 
are  added  to  the  value  of  personal  property.  The  total  is  equalized, 
assessed,  and  taxed  in  the  same  manner  as  other  property.^ 

Car  Companies. 

Domestic  and  foreign  car  and  freight  line  companies  pay  locally 
the  general  property  tax,  for  state  and  local  purposes.  In  addi- 
tion, they  pay  the  small  graduated  capital  stock  tax  on  the  par 
value  of  subscribed  stock. 

Parlor  and  sleeping  car  companies  are  assessed  on  that  propor- 
tion of  the  value  of  their  cars  operated  in  the  State  during  the 

relation  which  the  value  of  the  property  in  the  taxing  district  bears  to  the  value  of  the 
entire  property  should  also  be  considered.  In  arriving  at  the  value  of  the  property  of 
a  telegraph  company  in  a  taxing  district,  the  total  gross  and  net  receipts  of  the  system  as 
a  whole,  as  well  as  in  the  particular  districts,  may  be  considered,  and  so  also  may  the 
amotmt  of  company's  stocks  and  bonds  and  the  market  value  thereof.  W.  U.  Tel.  Co. 
V.  Dodge  County,  80  Nebr.,  18  (1907). 

Franchise  or  right  to  occupy  the  streets  of  a  city  by  a  telephone  company  is  not 
identical  with  the  business  or  occupation  of  the  company.  An  occupation  tax  meas- 
ured by  a  percentage  of  the  gross  earnings  of  the  telephone  company,  whose  franchise 
is  also  taxed  in  connection  with  its  tangible  property  according  to  its  value  as  a  going 
concern,  does  not  tax  the  same  property  twice.  Nebraska  Tel.  Co.  v.  City  of  Lincoln, 
82  Nebr.,  59  (1908);  Ibid.,  84  Nebr.,  325  (1909):  approved  in  Lincoln  Traction  Co.  t. 
City  of  Lincoln,  84  Nebr.,  327  (1909). 

*  Cobbey's  Stats.,  sees.  10976,  10980. 

Pipe  line  companies  report  to  assessors  of  minor  local  districts. 

If  a  telephone  company  refuse  to  allow  inspection  of  books,  the  local  assessor  should 
value  property  from  best  information  obtainable.  The  provision  permitting  the  asses- 
sor to  add  50  per  cent  is  of  doubtful  validity.  Opinions  of  Attorney  Genend,  1905-6, 
p.  x68. 

^  Interview  with  city  assessor,  Lincoln,  Nebr.,  Sept.  2,  191  x. 
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year  which  the  main-track  mileage  traveled  by  said  cars  within 
the  State  bears  to  the  entire  main-track  mileage  covered  by  said 
cars.*  Freight-line  companies '  are  taxed  on  the  value  of  the 
ntunber  of  cars  necessary  to  make  the  total  annual  mileage  covered 
by  such  cars  in  Nebraska.* 

Assessment  by  the  state  board  is  based  on  reports  from  com- 
panies,* which  are  verified  by  somewhat  similar  reports  from  the 
railroad  companies  over  whose  lines  the  cars  pass. 

These  assessments  are  apportioned  by  the  state  board,  according 
to  railroad  main-track  *  mileage,  among  the  several  cotmties  trav- 
ersed by  the  railways  carrying  the  cars.  They  are  then  reappor- 
tioned by  coimty  clerks  to  cities,  villages,  and  smaller  taxing 
districts.* 

Property,  other  than  cars,  if  any,  is  assessed  locally  where 
situated.' 

Public  Utility  Companies. 

Domestic  and  foreign  street  railway,  water,  electric,  gas,  and 

other  lighting  companies  are  subject  to  the  general  property  tax 

• 

*  Cobbey's  Stats.,  sec.  11002. 

^  Including  stock,  furniture,  refrigerator,  fruit,  poultry,  tank,  etc.,  cars,  not  leased, 
owned,  or  operated  by  a  railroad  company. 

^  Cobbey's  Stats.,  sees.  10996,  10998,  10699. 

To  illustrate  the  procedure,  in  figuring  the  number  of  cars,  other  than  parlor  and 
sleeping  cars,  data  from  the  1904  report  of  a  certain  car  line  are  here  given.  This 
company  reported  that  its  fruit  cars  had  traveled  in  Nebraska  during  the  previous 
year  7,060,306  miles,  and  that  the  travel  all  over  the  country  of  each  oUe  of  such  cars 
was  275  miles  each  day.  The  travel,  then,  in  a  year  of  such  one  car  would  be  100,375 
miles;  and  since  the  aggregate  mileage  of  all  the  cars  of  this  class  in  the  State  during 
the  year  had  been  7,060,306  miles,  the  number  of  cars  required  to  make  this  aggregate 
mileage  was  taken  as  the  result  obtained  by  dividing  7,060,306  by  100,375,  giving  about 
70  cars.  The  state  board  valued  each  fruit  car  at  $450,  and  the  taxable  value,  then, 
was  easily  obtained. 

^Cobbey's  Stats.,  sees.  10694,  10996,  10997,  10998,  iiooi,  izooa. 

The  reports  for  parlor  and  sleeping  cars  show:  (i)  The  number  and  value  of  cars  of 
each  class  used  in  transacting  business  upon  all  the  railroad  lines  running  into  or 
through  the  State;  (2)  the  mileage  of  railroad  track  in  the  State  and  counties  over 
which  the  cars  were  used;  (3)  the  total  value  of  such  cars  due  to  the  State,  according 
to  proportionate  railroad  main-track  mileage;  and  (4)  the  value  per  mile. 

Reports  for  cars  other  than  parlor  and  sleeping  cars  show:  (i)  The  aggregate  num- 
ber of  miles  made  by  the  cars  on  the  several  lines  of  railroad  in  Nebraska  during  the 
year;  (2)  the  average  daily  travel  everywhere  of  a  car  of  a  particular  class;  and  (3)  the 
total  number  of  cars  owned. 

'  Cobbey's  Stats.,  sees.  10998,  11002. 

*  Ibid.,  sees.  10701,  10995,  10998. 
^  Ibid.,  s^cs.  10687,  10697,  1091X. 
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assessed  and  paid  locally  for  state  and  local  purposes.*  In  addi- 
tion, they  pay  the  small  graduated  capital-stock  tax  on  the  par 
value  of  subscribed  stock. 

Emphasis  is  laid  by  the  law  on  the  assessment  of  the  franchises 
of  such  companies;  *  and  this  franchise  value  includes  the  value 
of  the  intangible  property.*  Annual  sworn  reports  are  made  by 
the  companies  to  the  local  assessors.' 

Manufacturing  and  Mercantile  Corporations. 

The  property  of  such  corporations,  domestic  and  foreign,  is 
assessed  locally  under  the  general  property  tax,  for  state  and  local 
purposes.*  In  addition  they  pay  the  small  annual  graduated  cap- 
ital stock  tax  on  the  par  value  of  subscribed  capital  stock. 

The  taxable  personal  property  is  listed  by  each  corporation.'* 
The  assessor  may  inspect  the  books,  stock  inventories,  and  insiu-- 
ance  policies  of  a  merchant  or  manufacturer  to  determine  the  value 
of  his  stock  on  hand.*  The  property  of  manufacturers  in  the  hands 
of  an  agent  is  listed  as  merchandise,*  where  the  business  of  the 
agent  is  carried  on.^  The  personal  property  of  business  corpora- 
tions is  assessed  where  the  principal  office  or  place  of  business  is 
located.* 

^  Cobbey's  Stats.,  sees.  10967,  10969. 

The  value  of  the  franchise  is  determined  principally  from  the  amount  of  yearly 
earnings  and  dividends  and  from  the  kind  of  charter  the  public  utility  company  may 
have  from  the  State  or  city,  taking  into  consideration  what  the  company  has  paid  for 
its  franchise,  and  whether  said  franchise  is  permanent  or  temporary.  Interview  with 
W.  T.  Thompson,  formerly  attorney  general  of  Nebraska,  May  23,  191 1. 

Taxation  of  franchises  must  be  by  valuation  and  in  proportion  to  value.  Any  rule 
or  method  adopted  by  the  legislature  to  ascertain  such  value,  if  the  same  is  fair  and 
just  in  its  operation,  will  be  upheld,  but  the  legislature  can  not  establish  an  arbitrary 
rule  which  has  no  relation  to  the  value.    W.  U.  Tel.  Co.  v.  Omaha,  73  Nebr.,  527  (1905). 

'  W.  U.  Tel.  Co.  V.  Omaha,  73  Nebr.,  532  (1905). 

^  Cobbey's  Stats.,  sees.  10967,  10968.  Such  reports  give  data  as  to  the  following 
items:  (i)  Name  and  location  of  company;  (2)  the  amotmt  and  value  of  capital  stock; 
(3)  value  of  franchise  granted  by  State  or  city;  (4)  amount  of  indebtedness  except 
indebtedness  for  current  expenses;  (5)  amount  and  rate  of  yearly  dividend;  (6)  amount 
of  gross  and  net  earnings  and  profit. 

^  Cobbey's  Stats.,  sees.  10911,  10927,  10928. 

*  Ibid.,  sec.  10927. 

Ordinary  corporations,  such  as  are  purely  domestic  and  which  are  not  covered  by 
any  specific  provision  of  the  revenue  act  designating  any  particular  method  with 
respect  to  their  assessment,  should  be  assessed  under  the  general  provisions  of  the  act; 
that  is  to  say,  all  their  property  should  be  listed,  including  moneys,  credits,  and  all 
other  items  of  property  owned  by  them  on  the  zst  day  of  April.  Opinions  of  Attorney 
General,  1905-6,  p.  81. 

•  Cobbey 's  Stats.,  see.  10956.  ^ 
^  Ibid.,  sec.  10931. 

^  Ibid.,  sec.  10928. 
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A  person  or  corporation  dealing  in  grain,  designated  a  **  grain 
broker,"  is  taxed  on  real  estate  and  other  tangible  property  (except 
grain  on  hand)  and  the  average  amount  of  capital  invested  in  the 
business  dtuing  the  preceding  year.  "Average  capital"  includes 
all  grain  piu'chased  dinging  the  year,  whether  the  same  has  been 
sold  or  is  still  on  hand  at  the  time  of  assessment.  The  assessor 
determines  the  amount  of  such  capital  by  inspection  of  the  books 
of  the  grain  broker.^ 

Capital  Stock  Tax — Annual  Occupation  Fee. 

Every  domestic  and  foreign  corporation  for  profit  (except  bank- 
ing, insurance,  and  building  and  loan  corporations)  doing  business 
in  Nebraska  pays  to  the  State,  for  state  purposes,  an  annual  tax  on 
capital  stock,  designated  in  the  statute  as  **  an  occupation  permit 
authorizing  the  transaction  of  such  business  in  this  State."  '  The 
tax,  which  in  no  case  exceeds  $200,  is  based  on  the  par  value  of 
the  paid-up  and  subscribed'  capital  stock,  and  is  graduated.* 

Stockholders  and  Bondholders. 

.  Shares  of  stock  in  corporations  whose  property  is  taxed  in 
Nebraska  are,  in  general,  not  taxed  to  holders.  Stock  in  other 
corporations,  and  bonds  of  foreign  and  domestic  corporations,  are 
taxable  to  resident  holders.* 

Foreign  Corporations. 

Foreign  corporations,  of  the  various  classes  herein  considered, 
are  taxed  in  practically  the  same  manner  as  similar  domestic 
corporations. 

'  Cobbey's  Stats.,  sec.  10965. 

'  Ibid.,  sees.  4260,  4264. 

'  Report  of  Attorney  General,  1909-10,  p.  234. 

^  The  grant  oi  a  charter  to  a  corporation  does  not  exempt  it  from  an  occupation  tax, 
and  the  enumeration  by  the  Nebraska  constitution  of  certain  occupations  upon  which 
an  occupation  tax  may  be  fmposed  does  not  operate  to  exempt  from  such  occupation 
tax  occupations  not  included  in  the  enumeration.  Mercantile  Incorporating  Co.  v. 
Junkin,  85  Nebr.,  561  (1909). 

The  capital  stock  tax  is  graduated  as  follows: 


Capital  stock. 


Par  Vafaic  $10,000  or  less 

Bxceeding  $10,000  and  not  exceeding  $2j,ooo. '. 

Exceeding  $35,000  and  not  exceeding  $50.000 

Bxceeding  $50,000  and  not  exceeding  $100,000 

Bxceeding  $xoo,ooo  and  not  exceeding  $350.000 

Bxceeding  $350,000  and  not  exceeding  $500,000. . . . 
Bxceeding  $500,000  and  not  exceeding  $1 .000.000. . . 
Bxceeding  $1,000,000  and  not  exceeding  $a  ,000.000 
Bxceeding  $a  ,000,000 


Tax  or 

occufMtion 

fee. 


$5- 00 

zo.  00 

ao.oo 

30.00 

50  00 

75- 00 

100.00 

150.00 

200.00 


'  Cobbey's  Stats.,  sec.  Z0927. 
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m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  1910  was  25  per  cent. 

Total  Stats  Rbcbipts,  Taxbs  prom  Corporations,  Othbr  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  ended  November  30,  1910.^ 

Total  state  receipts,  all  sources  ^ $3, 005, 039.  61 

State  taxes  from  corporations: 

Steam  railroads  ' S300, 005.  00 

Express,  telegraph,  and  telephone  companies  ^ 7, 304. 46 

Car  companies ' i,  649.  28 

Pipe  line  companies  ' '  469.  51 

Franchised  corporations  and  franchises  ' 21, 985. 39 

Insurance  and  security  companies — general  property 

tax* 3»8i5.i4 

Insurance  companies 133, 003. 95 

Incorporation  fees  * 84, 636. 98 

Capital  stock  tax  ^ 61, 006. 08 

Corporation  penalties  * 4, 245. 00 

State  banking  board,  fees 14, 835.  75 

Oil  inspection,  fees 20, 299. 45 

Food  Commission,  fees 6, 498.  77 

Railway  Commission,  fees 666. 33 

Board  of  Irrigation,  fees 456. 15 

Total  state  taxes  from  corporations 660, 777.  24 

Other  taxes: 

Motor  vehicle  licenses  * 9, 308.  63 

General  property  tax  • i,  945, 052.  56 

Total  state  taxes  not  from  corporations i,  954, 361. 19 

Total  taxes  for  state  purposes,  all  sources 2, 615, 138. 43 

Receipts  from  sources  other  than  taxes: 

Interest  on  deposits,  securities,  etc 62,  536. 30 

State  University 114, 257.  20 

Convict  labor 43, 681. 37 

■  ^^^^— ^^— -^^^^— ^-.— ^^— ^— ^__^_^^_^^^^.^^______^__^_^_^_^^.^____ 

'  Biennial  Reports,  Secretary  of  State,  State  Treasurer,  and  State  Auditor  of  Public 
Accounts,  1908--1910. 

^  This  total  obtained  by  taking  one-half  of  the  receipts  given  in  the  Biennial  Report 
of  the  State  Treasurer,  1908-1910,  pp.  10-14. 

'  Estimated  by  applying  the  state  rate  of  5X  mills  on  the  dollar  to  the  assessed  values 
of  property,  taken  from  statements  of  grand  assessment  roll  for  1909,  Auditor's  Report, 
1909-10,  p.  190.    Railroad  valuation,  ibid.,  p.  314. 

^  These  figures  represent  half  the  amounts  given  on  p.  26  of  Biennial  Report  of  the 
Secretary  of  State,  1908-1910. 

^  Half  the  amount  shown  in  the  Biennial  Report  of  Secretary  of  State,  1908-1910. 

^  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  impossible  practi- 
cally to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated 
which  are  not  included  in  this  item. 
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Receipts  from  sources  other  than  taxes — Continued. 
United  States  aid  to  agricultural  and  experiment 

stations $70,  50a  00 

United  States  aid  to  Nebraska  S.  &  S 31, 926.  27 

Five  per  cent  of  sales  of  public  lands 6, 151. 11 

Miscellaneous  receipts 60, 848.  93 

Total  receipts  from  sources  other  than  taxes S389)  901. 18 

Total  state  receipts,  all  sources 3, 005, 039.  61 

IV.  COMMENTS. 
Historical. 

The  history  of  the  taxation  of  corporations  in  Nebraska  is 
properly  divisible  into  the  periods  before  and  after  the  enactment 
of  the  revenue  act,  approved  September  i,  1903. 

Before  the  revenue  act  of  1903  foreign  corporations  and  domestic 
public-service  corporations  were  not  adequately  taxed.  Moreover, 
taxation  was  not  equal,  corporate  property  being  taxed  at  net 
value  after  deduction  of  debts,  while  individuals  were  required  to 
pay  on  their  property  regardless  of  mortgages,  etc.  Corrective 
legislation  was  accomplished  by  the  revenue  act  of  1903.* 

The  1903  act  repealed  practically  the  entire  revenue  laws  in 
existence  at  that  time,  and  with  the  revenue  acts  of  1907  and  1909 
(hereafter  described)  forms  the  basis  of  practically  the  entire  reve- 
nue system  of  the  State  as  it  now  exists.  Among  the  more  im- 
portant provisions  contained  in  this  act  were  those  relating  to  pub- 
lic-service corporations  and  local  assessments. 

Railroad  companies  under  this  act  are  required  to  furnish  more 
complete  data  upon  which  the  state  board  can  base  assessments 
not  only  of  its  tangible  but  intangible  property.  Local  assessors 
are  also  given  authority  to  demand  such  data  of  telegraph,  tele- 
phone, and  express  companies  as  will  enable  them  to  assess  both 
the  tangible  and  intangible  properties  of  such  companies.  They 
may  also  require  inventories  of  manufacturers  and  merchants  when 
such  inventories  are  deemed  desirable  for  the  purpose  of  checking 
reported  values  of  stock  on  hand.  Minute  provisions  as  to  the 
supervision  of  county  assessors  over  local  assessors  were  also  given 
and  assessments  were  made  reviewable  by  county  boards  and  by 
the  state  board. 

Property  was  assessable  tmder  the  former  law  at  actual  value, 
but  in  practice  only  a  small  percentage  of  such  value  was  assessed. 

'  Interview  with  W.  T.  Thompson,  formerly  attorney  general  of  Nebraska,  May  23, 
1911. 
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The  new  law  specifically  provides  for  the  assessment  of  property 
at  20  per  cent  of  actual  value. 

The  Revenue  Law  of  1903. 

According  to  a  writer  in  the  Quarterly  Journal  of  Economics,* 
certain  recommendations  contained  in  the  1901  report  of  a  special 
tax  commission  of  Kansas,  while  rejected  by  the  Kansas  Legisla- 
ture, were  for  the  most  part  embodied  in  the  1903  Nebraska 
revenue  law.  The  section  providing  for  the  assessment  of  rail- 
road property,  for  instance,  was  copied  verbatim  from  the  pro- 
posed Kansas  act. 

Some  of  the  features  of  the  Indiana  tax  system  were  also  em- 
bodied in  this  law,  but  the  legislative  committee  was  careful  to 
retain,  as  far  as  was  consistent  with  their  purpose  to  improve, 
those  principles  of  the  old  law  which  had  met  the  judicial  approval 
of  the  state  supreme  court.^  Possibly  it  is  due  to  this  evident 
desire  to  avoid  future  litigation  that  Nebraska,  alone  of  the  States 
thus  far  studied,  still  assesses  locally,  express,  telegraph,  and 
telephone  companies. 

The  advantages  of  the  new  system  as  seen  by  a  former  attorney 
general  of  the-  State  are  here  given :  * 

"The  taxation  system  of  Nebraska  previous  to  the  general 
revenue  law  of  1903  was  a  failure.  The  State  was  running  behind 
in  revenue  tmtil  ini  5  or  20  years  there  was  a  debt  of  over  $2 ,000,000. 
By  1 9 10,  however,  this  debt  had  been  entirely  paid  off,  and  now 
the  State  is  able  not  only  to  pay  its  necessary  expenditures,  but 
can  erect  endtuing  fireproof  buildings  for  normal  schools,  etc. 
Previous  to  the  revenue  law  of  1903,  the  Nebraska  grand  assess- 
ment roll  was  about  $185,000,000;  now  it  will  amount  to  more 
than  $400,000,000.  Raih-oads  were  assessed  before  1903  at 
$24,000,000,  while  the  first  assessment  of  raikoads  tmder  the  1903 
law  was  $55,000,000. 

'*The  1903  law  also  unearthed  something  like  $11,000,000  of 
intangible  property  belonging  to  individuals  and  to  manufacturing 
and  mercantile  corporations.  Under  the  old  law  the  assessor 
would  come  and  go  in  an  apologetic  manner,  and  the  taxpayer 
would  give  the  assessor  what  it  was  impossible  to  avoid;  now, 
under  the  1903  law,  the  State  Board  of  Equalization  and  Assess- 
ment furnishes  blanks  to  the  local  assessors,  and  there  are  something 
like  125  specific  questions  covering  every  conceivable  class  of 
property;  and  to  the  individual  or  corporation  there  is  a  heavy 
penalty  for  evasion  of  proper  answers  to  these  questions." 

*  Article  by  Victor  Rosewater,  Quarterly  Journal  of  Economics,  vol.  18,  pp.  293-299 
(Feb.,  1904). 

*  Interview  with  W.  T.  Thompson,  formerly  attorney  general  of  Nebraska,  May  23, 
1911. 
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Considerable  agitation  preceded  the  passage  of  this  act.  As 
stated  in  the  governor's  message  of  1905,  it  "was  brought  tinder 
the  searchlight  of  public  opinion  and  was  made  the  target  of 
extreme  criticism.*'  This  resulted  in  a  better  general  understand- 
ing of  the  revenue  problems,  and  the  approval  of  the  electorate 
was  "such  an  indorsement  of  the  work  of  the  legislature  that 
framed  and  passed  the  law  as  has  seldom  been  recorded  in  the 
history  of  Nebraska." 

*  *  *  "The  people  understood  the  inequitable  provisions 
of  the  old  system,  tmder  which  the  growing  State  could  not  adapt 
its  revenue  to  its  increasing  obligations.  *  *  *  They  knew, 
too,  that  the  two  fotmdation  principles  of  the  1903  law  were  the 
essentials  of  justice,  namely,  a  listing  of  all  property  for  assess- 
ment pin-poses  at  its  fair  cash  value,*  and  the  levying  of  an 
equitable  and  uniform  tax  upon  all  property  so  listed."  Assess- 
ment has  been  equalized,  "  both  private  and  corporation  property 
have  received  their  just  deserts,  and  the  State  has  been  enabled 
to  raise  sufficient  revenue  to  meet  the  expenses  of  government 
economically  administered." 

Important  Legislation  since  1903. 

Since  1903  Nebraska  has  passed  two  important  laws  affecting 
taxation,  namely,  the  terminal  tax  act  of  1907  and  the  capital 
stock  tax  of  1909. 

The  pin-pose  of  the  terminal  tax  act  is  to  further  differentiate 
between  the  taxation  of  local  and  nonlocal  railroad  property, 
and  thereby  give  to  the  municipaUties  a  larger  share  of  revenue 
from  the  taxation  of  valuable  terminals,  and  the  like,  located 
within  their  borders.  The  underljdng  principle  of  this  act  is  the 
placing  of  power  in  the  hands  of  officials  of  incorporated  cities 
and  villages  to  assess,  and  to  levy  municipal  rates  on  the  full 
assessable  value  of  certain  railroad  property,  while  at  the  same 
time  allowing  other  local  districts  to  share  in  the  distribution  of 
the  value  of  the  same  property  which  is  again  assessed  by  the 
state  board. 

The  capital  stock  tax  has  been  sufficiently  described  on  page  99. 

Centralizing  Tendencies. 

The  present  tendency  toward  centralization  of  taxation  in 
Nebraska  is  evidenced  by  the  1 903  revenue  law.  This  centraliza- 
tion was  induced  by  the  results  of  a  directly  opposite  condition, 

'  The  1903  act,  as  already  shown,  requires  that  property  shall  be  listed  at  fair  cash 
value  and  assessed  at  20  per  cent  of  such  value. 
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namely,  a  highly  localized  taxation  system.  Localization  began 
about  1873,  was  at  its  height  in  1883,  and  continued  practically 
without  change  tmtil  1903.  During  the  localization  period  the 
townships  assessed  and  collected  taxes  so  as  to  help  the  counties 
as  little  as  possible,  and  each  cdtmty's  ambition  was  to  see  how 
little  it  could  yield  to  the  State.  The  result  of  the  highly  local- 
ized system  was  imsatisfactory;  the  centralization  movement  is 
forcibly  illustrated  in  the  revenue  act  of  1903. 

Separation  of  Sources  of  Revenue  Recommended. 

The  1 908  Report  of  the  State  Treasurer  ^  calls  attention  to  the 
diflSculty  experienced  by  the  state  board  in  making  fair  equaliza- 
tions. The  report  istates  that  the  only  way  the  board  has  of  know- 
ing whether  one  county  is  bearing  its  just  proportion  of  state 
taxes  with  other  counties  is  to  see  the  values  upon  paper  and  com- 
pare them  with  those  of  other  counties.  As  a  remedy,  the  report 
suggests  that  the  necessity  for  equalization  as  between  counties 
cotdd  be  eliminated  by  providing  for  the  separation  of  sources  of 
state  and  local  revenue,  namely,  by  taxing  public  service  corpora- 
tions solely  for  state  purposes,  leaving  the  cotmties  and  local  taxing 
districts  to  raise  their  tax  revenue  by  means  of  the  general  property 
tax. 

Peculiar  Features  in  Nebraska's  Constitution: 

The  following  comparison  of  constitutional  powers  is  taken  from 
"Annals  of  American  Academy  of  Social  and  Political  Science." ' 

"  Our  fundamental  law  was  framed  at  a  transitional  period  in  the 
history  of  constitution  msAing  in  America.  The  constitutions 
which  preceded  it  were  of  the  old  t5T>e,  containing  merely  the  bill 
of  rights,  framework  of  government,  and  a  few  other  general  pro- 
visions. Those  framed  in  more  recent  years  are  of  increasingly 
widening  scope,  extending  far  into  the  field  of  general  legislation. 
The  Nebraska  constitution  occupies  a  position  midway  between 
these  two  types.  It  has  a  less  extensive  scope  than  those  framed 
during  the  last  decade,  but  it  covers  many  subjects  which  would 
have  seemed  out  of  place  in  the  constitutions  of  the  early  part  of 
the  centiuy.'* 

In  each  one  of  the  States  except  North  Carolina  and  Nebraska 
the  constitution  confers  upon  the  State  all  power  not  expressly 
retained  by  the  people,  while  the  constitutions  of  Nebraska  and 
North  Carolina  are  like  the  Federal  Constitution,  conferring  only 

>  1907-1908,  p.  7. 

'  May,  1900,  vol.  15,  pp.  435-436.  "Some  Original  and  Peculiar  Features  in  the 
Nebraska  Constitution,"  by  Charles  Sumner  Lobingier. 
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those  powers  expressly  enumerated .    The  language  of  the  Nebraska 
section  is : 

"This  enumeration  of  rights  shall  not  be  construed  to  impair  or 
deny  others  retained  by  the  people,  and  all  powers  not  herein 
delegated,  remain  with  the  people/'  * 

The  article  fiuther  states  that  this  difference  has  had  as  yet 
little  or  no  effect  on  Nebraska's  constitutional  interpretation,  but 
that  it  may  yet  work  surprismg  changes  therem.  It  will  be  inter- 
esiing  to  note  whether^  the  state  system  of  taxing  corporations 
will  be  affected  by  any  such  changes. 

The  supreme  court  of  Nebraska  has,  however,  held  that  the 
enumeration  in  the  constitution  of  certain  subjects  for  taxation 
did  not  preclude  the  legislature  from  imposing  other  taxes  where 
there  was  no  prohibition.' 
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L  GENERAL  VIEW. 
Chief  Features. 

First.  The  almost  exclusive  employment  of  the  general  prop- 
erty tax,  for  state  and  local  purposes,  in  the  taxation  of  corpora- 
tions, upon  valuations  including  both  the  physical  and  nonphysical 
elements. 

Second.  The  absence  of  corporate  taxation  distinctively  for  state 
purposes,  except  as  to  car  companies,  express  companies,^  and 
foreign  insurance  companies 

General  Property  Tax. 

Unless  otherwise  provided,  all  corporate  property  is  subject  to 
the  general  property  tax  collected  locally  for  both  state  and  local 
piuposes. 

The  assessment  of  the  principal  public-service  corporations  is 
made  by  the  State  Tax  Commission,  the  valuation  being  then 
apportioned  (except  in  the  case  of  car  companies)  to  the  counties 
entitled  thereto.  Other  corporations  are  assessed  by  the  local 
assessors. 

-Assessments  usually  are  about  85  per  cent  of  full  value. 

Taxes  for  State  Purposes  Only. 

Express  companies  pay  to  the  State  for  state  piuposes  a  4  per 
cent  tax  on  annual  gross  receipts  (after  deducting  transporta- 
tion charges  paid  to  railroads)  from  business  done  within  the 
State ;  car  companies,  a  tax  on  the  value  of  their  property,  including 
intangible  values,  at  the  average  rate  for  all  purposes  in  the  State 
during  the  preceding  year;  foreign  insurance  companies,  a  tax  on 
premium  receipts.  These  are  the  only  classes  subject  to  a  tax 
which  is  collected  exclusively  for  state  purposes. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  corporations  are  not  taxed  to  the 
holders.    Shares  in  foreign  corporations  are  taxed  to  resident 
Z06 


KANSAS.  107 

holders  unless  the  capital  stock  is  listed  by  the  corporation.  Bonds 
of  both  domestic  and  foreign  corporations  are  taxed  to  resident 
holders. 

Foreign  Corporations. 

Foreign  public-service  corporations  are  taxed  substantially  like 
domestic,  but  the  assessed  valuation  of  foreign  manufacturing, 
mercantile,  and  miscellaneous  corporations  does  not  include  the 
nonphysical  element. 

Administration. 

The  State  Tax  Commission,  composed  of  three  members  ap- 
pointed by  the  governor  for  terms  of  four  years,  assesses  the  prop- 
erty, including  intangible  values,  of  the  principal  public  service 
corporations  doing  business  in  the  State,  except  such  real  estate  of 
railroads  as  is  not  used  in  daily  operation.  The  commission 
assesses  both  the  property  and  gross  receipts  of  express  compa- 
nies, and  it  is  further  required  to  see  that  the  properties  of  corpora- 
tions in  general  are  assessed  upon  a  fair  and  equitable  basis  and 
that  the  assessments  are  relatively  just  and  uniform  and  at  true 
cash  market  value. 

The  commission  equalizes  the  valuation  and  assessment  of  prop- 
erty throughout  the  State,  and  has  the  power  to  equalize  assess- 
ments between  persons,  firms,  or  corporations  of  the  same  assess- 
ment district,  between  cities  and  townships  of  the  same  county, 
and  between  the  different  coimties  of  the  State.  Appeals  from 
the  action  of  coimty  boards  may  be  taken  to  the  commission. 
The  commission  apportions  among  the  several  coimties,  on  the 
basis  of  the  amount  of  taxable  property  in  each,  the  burden  of 
the  tax  to  be  raised  for  state  purposes. 

The  tax  on  car  companies  is  paid  into  the  state  treasury  direct. 
The  gross-receipts  tax  on  express  companies  is  collected  by  the 
state  auditor,  and  the  premium-rfeceipts  tax  on  foreign  insurance 
companies  is  collected  by  the  superintendent  of  the  insurance 
department.  The  general  property  tax  is  collected  by  the  various 
coimty  treasurers.* 

'  Sources  of  revenue  in  Kansas: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  business  taxes  and 
licenses;  (c)  poll  tax;  (d)  fines,  fees,  etc. 

County. — (a)  General  property  tax;  (b)  business  taxes  and  licenses;  (c)  fines,  fees, 
etc. 

State. — (a)  General  property  tax;  (6)  corporation  taxes;  (c)  inheritance  tax;  (d)  busi- 
ness taxes  and  licenses;  {e)  fines,  fees»  etc. 
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n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution. 

The  constitution  requires  that  the  legislature  provide  for  a  uni- 
form and  equal  rate  of  assessment  and  taxation,  with  exemptions 
applicable  to  property  used  for  state,  coimty,  municipal,  literary, 
and  religious  purposes,  etc.,*  and  for  the  taxing  of  banks  on  notes 
and  bills  discoimted  or  purchased,  moneys  loaned,  etc.*  The  power 
of  taxation  exercised  by  cities,  towns,  and  villages  must  be  so 
restricted  as  to  prevent  abuse  of  such  power.*  The  legislature  is 
prohibited  from  conferring  corporate  powers  by  special  act,  but 
corporations  may  be.  created  under  general  laws  subject  to  amend- 
ment or  repeal.  The  term  corporations  as  here  used  includes  all 
associations  and  joint  stock  companies  having  powers  and  privi- 
leges not  possessed  by  individuals  or  partnerships.* 

Statutes.* 

General  Property  Tax. 

With  but  slight  exception  corporations  pay  the  general  property 
tax  upon  real  and  personal  property.  The  terms  real  property 
and  personal  property  are  defined  in  detail  by  statute.  Capital 
stock,  undivided  profits,  and  all  other  assets  of  corporations  are 
subject  to  taxation  as  personalty  .•  Both  real  and  personal  property 
are  to  be  assessed  at  their  full  value.'  Certain  debts  may  be  de- 
ducted from  credits.* 

As  to  all  corporations,  except  those  for  which  special  provision 
is  made,  the  value  of  real  and  personal  property  returned  for 
taxation  is  deducted  from  the  true  value  of  the  paid-in  capital 
stock,®  and  deduction  is  also  made  for  real  and  personal  property 

^  Constitution,  1859,  Art.  XI,  sec.  i. 

'  And  other  property,  effects,  or  dues  of  every  description  (without  deduction),  so 
that  all  property  employed  in  banking  "shall  always  bear  a  burden  of  taxation  equal 
to  that  imposed  upon  the  property  of  individuals."    Constitution,  Art.  XI,  sec.  a. 

3  Constitution,  Art.  XII,  sec.  5. 

*  Constitution,  Art.  XII,  sees.  1,6. 

'  Except  as  otherwise  indicated,  the  references  herein  are  to  the  compilation  known 
as  "General  Statutes  of  Kansas,  1909." 

•Stats.,  s^c.  9215. 

^  All  property,  real  and  personal,  must  be  valued  at  "its  actual  value  in  money." 
The  price  at  which  real  property  would  sell  at  auction  or  forced  sale  must  not  be 
taken  as  the  criterion  of  true  value.  It  is  to  be  assessed  at  "fair  market  value." 
"The  usual  selling  price  in  money"  governs  as  to  personal  property  also.  Stata, 
sees.  9349,  9220,  9247;  Laws  191 1,  chap.  316,  sees.  2,  11. 

*  Stats.,  sec.  9222.  But  debts  may  not  be  deducted  from  kinds  of  property  other 
than  credits.  Proceedings  of  Convention  of  Tax  Commission  and  Cotmty  Assessors, 
Jan.  28-29,  1908,  pp.  24,  25. 

®  Assessors  take  value  placed  on  capital  stock  by  the  corporation,  but  check  it  by 
publishea  statements,  etc.     Interview  with  state  tax  officials,  Sept.  5,  1911. 
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belonging  to  the  corporation  in  any  other  State,  or  county  in  this 
Stat^,  if  it  be  made  to  appear  that  such  property  has  been  listed 
for  taxation  in  such  other  State  or  county.  Thie  remainder,  if  any, 
is  taxed  as  personalty.^ 

Railroad  Companies. 

On  all  railroad  property  in  the  State  the  general  property  tax 
is  collected  locally  for  both  state  and  local  purposes.  Assessment, 
except  as  to  real  estate  not  used  in  the  daily  operation  of  the 
railroad,  is  made  by  the  State  Tax  Commission,  and  the  commis- 
sion makes  return  of  the  proper  valuation  to  each  cotmty  in  which 
any  portion  of  such  property  is  located.*  Real  property  not  used 
in  the  daily  operation  of  the  business  is  assessed  locally. 

The  intangible  value  is  not  separately  assessed,  but  is  included 
in  the  item  of  average  valuation  per  mile  in  the  returns  made  to 
the  counties  by  the  commission.' 

The  value  of  the  main  track  is  apportioned  at  an  average  rate 
of  valuation  per  mile,  but  this  rate  of  valuation  usually  varies 
according  to  the  subdivisions  of  the  road.  The  value  of  rolling 
stock,  materials,  and  supplies  is  distributed  on  the  basis  of  main 
track  mileage  at  one  average  rate  of  valuation  for  each  item. 
The  second  track  has  one  average  rate  of  valuation  throughout 
its  length.  The  value  of  the  sidetrack,  buildings,  and  machinery, 
and  real  estate  separate  from  the  right  of  way  but  used  in  the 
daily  operation  of  the  road,  is  localized ;  that  is,  although  assessed 
by  the  Tax  Commission,  such  property  is  taxed  where  located,  and 
its  value  does  not  enter  into  the  average  value  per  mile  as  in  the 
case  of  the  other  property  mentioned.* 

The  method  of  arriving  at  the  aggregate  assessment  valuation 
is  perhaps  best  presented  by  quoting  the  Tax  Commission  as  to  its 
action  in  1908,  as  follows: 

"  The  returns  of  the  railroad  companies  were  carefully  examined; 
totirs  of  inspection  over  the  various  railroad  systems  were  made, 
with  a  view  to  noting  the  condition  of  the  property  with  particular 
reference  to  the  main  track,  second  track,  sidetrack,  buildings, 
water  and  fuel  stations,  etc.;  consideration  was  also  given  to 
material  and  supplies  on  hand,  rolling  stock,  moneys,  credits,  and 
all  other  property  of  said  railroad  companies ;  the  financial  features 
of  the  properties  were  considered,  such  as  capitalization,  reported 
cost  of  construction,  gross  and  net  earnings,  operating  and  main- 

*  Stats.,  sec.  9229. 

'  Ibid.,  sec.  9306  and  sec.  9347,  clause  15. 
'  Ibid.,  sec.  9307. 

*  First  Report  of  Tax  Commission  to  the  Governor,  1908,  p.  91. 
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tenance  expenses.  In  fact,  as  already  stated,  everything  was 
given  weight  which  could  properly  be  considered  in  estimating 
the  value  of  railroad  property."  * 

Interurban  and  Street  Railway  Companies. 

These  companies  pay  the  general  property  tax  locally  for  state 
and  local  piuposes.  All  their  property  is  assessed  by  the  State 
Tax  Commission.  The  returns  of  the  companies  are  examined.' 
Consideration  is  given  to  all  facts  and  conditions  bearing  upon  the 
value  of  the  property,  including  capitalization,  indebtedness  the 
proceeds  of  which  are  used  in  construction,  cost  of  construc- 
tion, gross  and  net  earnings,  and  operating  and  maintenance 
expense.  The  value  as  thus  ascertained  is  apportioned  among 
the  taxing  districts  wherein  the  property  is  located.* 
Car  Companies. 

Car  companies  pay  to  the  State  for  state  purposes  a  tax  upon 
all  their  property  in  the  State,  including  the  proportion  of  the 
total  intangible  value  to  which  the  State  is  entitled,*  The  rate 
of  tax  is  the  average  rate  for  all  purposes  in  the  State  for  the 
preceding  year. 

The  method  of  ascertaining  the  number  of  cars  on  which  each 
company  is  annually  assessed  is  to  divide  the  total  nimiber  of  days 
made  by  all  the  cars  owned  by  the  company,  on  the  several  lines 
of  railroad  in  the  State,  by  the  total  nimiber  of  days  in  the  year. 

The  Tax  Commission  makes  the  levy  and  certifies  the  amount 
of  taxes  to  the  state  treasurer  and  the  state  auditor.     The  tax  is 
paid  into  the  state  treasury.* 
Telegraphy  Telephone,  and  Pipe  Line  Companies.^ 

The  general  property  tax  is  paid  locally  by  these  companies,  for 
both  state  and  local  purposes.     Local  companies  whose  lines  are 

*  First  Report  of  Tax  Commission  to  the  Governor,  1908,  p.  93. 

While  real  estate  is  defined  as  including  buildings,  fixtures,  etc.,  all  property  owned, 
leased,  used,  occupied,  or  employed  by  any  railway  or  telegraph  company  within  the 
State,  situate  on  the  right  of  way  of  any  railway,  is  classed  as  personalty.  Stats., 
sec.  9215. 

^  The  roads  were  personally  inspected  by  the  Tax  Commission  in  1908. 

'  Stats.,  sec.  9347,  clause  15;  also  First  Report  of  Tax  Commission  to  the  Governor, 
1908,  p.  38. 

^  Laws,  191 1,  chap.  318;  also  letter  Jan.  20,  191 2,  from  State  Tax  Commission. 

^  It  was  held  imconstltutional,  on  the  ground  of  being  a  tax  on  interstate  commerce 
in  violation  of  the  commerce  clause  of  the  Constitution,  as  well  as  a  ta^  on  property 
beyond  the  limits  of  the  State  inconsistent  with  the  due  process  of  law  enjoined  by 
the  14th  Amendment,  for  the  State  to  require  foreign  corporations  doing  an  interstate 
business  to  pay  a  charter  fee  of  a  certain  per  cent  of  their  entire  capital  stock,  as  a 
condition  precedent  to  doing  local  business.  Western  Union  Tel.  Co.  v,  Kansas,  316 
U.  S.,  I  (1910). 
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entirely  within  the  limits  of  a  single  county  are  assessed  by  the 
county  assessing  officer.  Apportionment  is  then  made  to  the  vari- 
ous townships  and  school  districts  entitled  thereto.*  Intercoimty 
and  interstate  companies  of  these  classes  are  assessed  by  the  State 
Tax  Commission.  The  commission  considers  all  elements  usually 
going  to  make  up  the  value  of  this  kind  of  property.  The  values 
of  property  as  returned  by  the  companies  are  studied  in  detail  and 
compared  with  the  returns  of  other  properties  of  like  character. 
Cost  of  construction,  gross  earnings,  capitalization,  indebtedness 
the  proceeds  of  which  were  used  in  construction,  supplies,  mer- 
chandise or  products  on  hand,  and  the  relation  of  the  part  of  the 
property  in  the  State  to  its  whole  as  an  interstate  system,  are  given 
due  consideratioi;!.' 

The  valuation  is  apportioned  by  the  Tax  Commission  among  the 
several  counties  through  or  into  which  the  lines  run.    The  counties 
apportion  the  value  to  the  proper  school  districts,  cities,  and  town- 
ships.' 
Express  Companies. 

Express  companies  pay  to  the  State  for  state  purposes  a  tax  of  4 
per  cent  on  gross  receipts  from  business  done  within  the  State ; 
this  tax  is  computed  upon  the  total  gross  receipts  from  business 
within  the  State,  less  amounts  paid  to  railroads  for  the  transporta- 
tion of  such  business.  Express  companies  also  pay  the  general 
property  tax  locally,  for  state  and  local  purposes,  on  both  real 
and  personal  property. 

Assessment  of  gross  receipts  and  of  all  property  of  express  com- 
panies is  by  the  State  Tax  Commission.     After  assessment  the 
valuation  of  the  tangible  property  is  certified  to  the  respective 
counties  through  which  the  routes  pass.* 
GaS|  Water,  Electric  Light,  Heat,  and  Power  Companies. 

These  companies  pay  the  general  property  tax  locally  for  both 
state  and  local  piuposes.  The  physical  parts  of  the  plant  are 
valued  as  real  estate  in  the  districts  where  they  are  located,  and 
all  such  values  are  localized.     If  there  is  personal  property  it  is 

^  Laws,  191 1,  chap.  316. 

^  First  Report  of  Tax  Commission  to  the  Governor,  1908,  p.  100. 

'  Stats.,  sees.  9250-9258. 

*  Stats.,  sees.  9260-9264;  and  sec.  9347,  clause  15;  see  also  First  Report  of  Tax  Com- 
mission to  the  Governor,  1908,  p.  33. 

The  tax  may  be  imposed  upon  the  business  done  within  the  State  althoug  the 
express  company,  in  carrying  the  packages  from  one  point  to  another  within  the  State, 
passes  for  a  short  distance  over  the  soil  of  another  State.  Leavenworth  v.  Ewing, 
80  Kans.,  58  (1909),  citing  Lehigh  Valley  v,  Pennsylvania,  145  U.  S.,  202  (1891). 
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localized  according  to  its  situs.  The  value  of  the  real  estate  and 
the  personal  property  combined  is  then  taken  from  the  actual  value 
of  the  capital  stock  and  the  difference  is  assessed  as  capital  stock 
and  is  assigned  to  the  taxing  district  where  the  principal  office  of  the 
corporation  is  located.* 
Mercantiley  Manufacturing!  and  Miscellaneous  Corporations. 

These  companies  pay  the  general  property  tax  locally  for  both 
state  and  local  purposes  on  real  and  personal  property.  Domestic 
companies  are  taxed,  tmder  the  head  of  personalty,  on  the  value 
of  capital  stock  after  deduction  has  been  made  for  real  and  per- 
sonal property  returned  for  taxation  within  and  without  the  State. 
The  capital  stock  of  foreign  corporations  of  these  three  classes 
is  not  considered  in  determining  the  amotmt  of  their  personal 
property. 

The  average  monthly  amount  of  raw  material  on  hand  for  the 
pin-pose  of  manufacture  is  taken  as  the  taxable  value.'    The  fin- 
ished product  is  also  taxable.^     Real  estate  is  taxed  in  the  same 
manner  as  real  estate  belonging  to  individuals. 
Stockholders  and  Bondholders. 

Holders  of  shares  in  domestic  and  foreign  corporations  are 
exempt  from  taxation  on  their  shares  when  the  capital  stock  is 
listed  by  the  corporation  for  taxation  within  the  State.*  Holders 
of  bonds  of  domestic  and  foreign  corporations  are  taxed  upon  such 
property  as  upon  other  personal  property. 
Foreign  Corporations. 

Foreign  public-service  corporations  are  taxed  in  practically  the 
same  manner  as  similar  domestic  corporations.  A  foreign  manu- 
facturing, mercantile,  or  miscellaneous  corporation,  unless  it  has 
its  principal  office  in  the  State,  is  not  taxed  on  the  difference 

^  Stats.,  sees.  9229,  9336;  also  letter  of  Jan.  20,  1912,  from  State  Tax  Commission. 

^  Stats.,  sees.  9215,  9229,  9296;  see  also  pamphlet  entitled  "Revised  Duties  of 
Assessors,"  etc.,  Kans.,  1910,  p.  39. 

'  State  V.  Holoomb,  81  ICans.,  879  (1910). 

^  Stats.,  sec.  9229. 

Tlie  resident  owner  of  shares  of  stock  in  a  corporation  which  is  organized  in  another 
State  and  has  its  principal  office  there,  is  subject  to  taxation  on  such  shares,  although 
all,  or  practically  all,  of  the  capital  of  such  corporation  is  invested  in  real  estate  and 
personal  property  which  is  taxed  in  Kansas;  and  such  taxation  is  not  double  taxa- 
tion.   Hunt  V,  Board  of  County  Commissioners  of  Allen  Coimty,  82  Kans.,  824  (1910). 

Assessment  of  shares  of  capital  stock  of  a  foreign  corporation  in  the  hands  of  the 
holder  is  not  invalid  because  the  taxing  officers  intended  to  make  a  distinction  between 
those  corporations  which  had  their  principal  offices  in  the  State  and  those  which  did 
not.    Weis  v.  Stubblefield,  85  Kans.,  199  (1911). 

See  sQso  footnote  z,  p.  113. 
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between  the  value  of  the  capital  stock  and  the  value  of  real  and 
personal  property,  as  is  a  similar  domestic  corporation,  but  pays 
only  the  general  property  tax  for  state  and  local  purposes  on  real 
and  personal  property.* 

m.  FINANCIAL  RESX7LTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  1910  was  31  per  cent. 

Total  Stats  Rbcbipts,  Taxbs  prom  Corporations,  Other  Taxbs,  and  Rbcbipts 
FROM  Sources  Other  than  Taxes,  Year  ended  June  30,  19x0.' 

Total  state  receipts,  all  sources S4,  710, 688.  36 

State  taxes  from  corporations: 

Railroads  ' $459, 386. 31 

Telegraph  companies  ' 4, 135. 84 

Telephone  oompanies  ' 9, 069. 88 

Pipe  line  companies  ' 34, 846. 84 

Street  and  interurban  railways  ' zx,  799. 65 

Public-service  corporations  assessed  locally  ' 2, 66z.  97 

Corporation  capital  stock  assessed  locally  ' X3, 963. 56 

Car  companies  ^ 15, 993. 69 

Express  companies  * 13,  Z3a  75 

Express  companies,  general  property  tax  ' 163. 44 

Insurance  companies 374, 533. 8a 

Bank  fees  • 31, 639b  50 

Oil  companies,  fees  ' 38, 987. 68 

Annual  corporation  fees  ^ 3, 098b  00 

Incorporation  fees  ^ 40, 347. 51 

Total  state  taxes  from  corporations 941, 655. 44 

^A  foreign  corporation  having  its  general  office  in  another  State  wherein  all  its 
stockholders  and  officers  reside,  its  elections  are  held,  its  seal  kept,  and  all  official 
and  corporate  business  is  transacted,  but  which  maintains  a  business  office  in  Kansas, 
in  whidti  the  business  for  which  the  corporation  was  organized  is  conducted,  can  not 
be  taxed  on  its  capital  stock  in  Kansas.  The  Foster-Cherry  Commission  Co.  v.  John 
Caskey  et  al.,  66  Kans.,  600  (1903). 

A  foreign  corporation  having  its  principal  office  in  the  State  must  list  its  capital 
stock  for  taxation,  and  a  stockholder  need  not  list  his  stock.  Patterson  v.  Wilson 
County,  S^  Kans.,  324  (1910). 

^  Reports  of  State  Tax  Commission,  State  Auditor,  and  State  Treasurer,  1909-10. 

'  Estimated  by  applying  state  rate  of  iy(  mills  to  assessed  valuations,  found  on  pp. 
145,  155,  and  z6o.  Report  of  State  Tax  Commission,  1910. 

^$8,743.05  from  miscellaneous  car  companies  (p.  75,  Auditor's  Report,  1909-10) 
and  $7,249.58  from  tax  on  Pullman  cars,  computed  by  applying  the  average  rate  of 
0.00856  per  $1  to  the  assessed  value  of  $846,921.  Report  of  State  Tax  Commission, 
1910,  p.  85. 

^  Report  of  State  Auditor,  1909-10,  p.  218. 

•  Ibid.,  p.  95. 

^  Letter  of  State  Auditor,  Oct.  25,  191 1. 
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Other  taxes: 

Inheritance  tax  * $8, 827.  59 

General  property  tax  * 2, 087, 482. 33 

Total  state  taxes  not  firom  corporations $2, 096, 309. 92 

Total  taxes  for  state  purposes,  all  sources 3, 037, 965. 36 

Receipts  from  sources  other  than  taxes:  ' 

School  land  principal 209, 853.  77 

School  land  interest 102, 367. 85 

Interest  on  bonds 447, 858.  28 

Game  and  fish  warden  receipts 30, 15a  40 

United  States  aid  to  Agricultural  College 40,  oca  00 

Grain  inspection  fees 28, 504. 15 

Income,  state  institutions,  and  miscellaneous  re- 
ceipts   813, 988.  45. 

Total  receipts  from  sources  other  than  taxes i,  672, 723. 90 

Total  state  receipts,  all  sources 4, 710, 688.  26 

IV.  COMMENTS. 
Historical. 

Under  the  territorial  statutes  as  they  existed  in  1855,  corpora- 
tions paid  a  property  tax  upon  the  shares  of  stock  but  were  per- 
mitted to  recover  from  the  owners  of  the  shares  the  amoimt  so 
paid/  Shares  of  stock  in  domestic  corporations  were  not  taxed  in 
the  hands  of  the  holders.  Bills  of  exchange,  bonds,  notes,  and 
other  securities  were  taxable.  Thus  the  bonds  of  all  corporations 
and  shares  of  stock  in  foreign  corporations  were  taxable  to  the 
holders. 

In  1866  personal  property  subject  to  taxation  included  the  capi- 
tal stock  and  tmdivided  profits  of  corporations.  Corporations, 
as  well  as  individuals,  were  allowed  to  deduct  bona  fide  debts 
from  the  gross  amount  of  credits.  Shares  of  stock  in  domestic 
corporations  were  not  taxable  in  the  hands  of  the  holders,  the  law 
requiring  that  the  corporation  itself  should  pay  the  tax  on  the 
capital  stock  at  its  true  value.  Holders  of  corporate  bonds  and 
of  shares  in  foreign  corporations  continued  to  be  taxed  thereon.* 

The  most  noteworthy  feature  of  the  year  1866,  however,  is  the 
passage  of  an  act  creating  the  State  Board  of  Equalization  with 

^  Report  of  State  Auditor,  1909-10,  p.  109. 

'  Report  of  State  Treasurer,  1909-10,  p.  35. 

Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  impossible  practi- 
cally to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 

*  Report  of  State  Auditor,  1909-10,  pp.  81,  82,  95. 

^  Statutes  of  the  Territory  of  Kansas  (Digest,  1855),  chap.  137,  pp.  657,  658,  66a. 

'  I<aws,  1866,  chap.  zz8,  sees,  2,  4,  9. 
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the  duty  of  ascertaining  whether  the  valuation  of  real  estate  in 
each  county  bore  a  fair  relation  to  the  valuation  in  all  the  other 
counties,  and  with  the  power  to  increase  or  diminish  such  county 
valuations,  and  to  apportion  to  each  county  the  amount  of  state 
tax  required  from  it  in  proportion  to  the  valuation  of  taxable 
property,  just  as  at  present.* 

In  1869  a  law  was  passed  requiring  that  railroads  in  the  State 
be  valued  on  the  basis  of  the  mileage  within  the  State,  the  amotmts 
of  such  valuations  to  which  each  coimty  was  entitled  being  deter- 
mined in  the  same  manner.* 

In  1876  the  main  provisions  relating  to  taxation  which  are  now 
in  force  were  enacted,  such  as  those  relating  to  the  taxation  of 
property  in  general,  the  stock  of  merchants  and  manufacturers, 
the  deduction  of  debts  from  credits,  the  taxation  of  the  capital 
stock  against  the  corporation,  and  the  nontaxation  of  shares  of 
stock  in  the  hands  of  the  holders.'  This  law  of  1876  has  remained 
unchanged  except  in  minor  particulars.  The  law  is  framed  to 
conform  to  the  constitutional  requirements  and  contains  the  usual 
provisions  intended  to  instire  the  assessment  of  all  taxable  property 
at  its  money  value,  but  there  was  a  constantly  increasing  tendency 
to  undervalue  property  for  taxation  purposes,  tmtil  the  creation 
of  the  State  Tax  Commission.* 

In  1907  a  law  was  passed  providing  machinery  for  the  enforce- 
ment of  the  code  of  assessment  and  taxation  enacted  in  1876. 
Prior  to  this  year  the  work  of  assessment  had  been  performed  by 
local  officers,  with  no  supervisory  power  placed  anywhere.  The 
power  of  equalization  vested  in  the  county  boards  had  seldom 
been  exercised.  Railroad,  telegraph,  telephone,  pipe  line,  and  some 
other  public-service  corporation  properties  were  assessed  by  a 
state  board,  and  there  was  a  general  local  effort  to  assess  in  such 
a  way  as  to  make  the  corporation  property  bear  the  greatest 
burden  possible,  with  little  regard  for  equity.  By  the  new  law 
the  Tax  Commission  is  given  supervision  of  assessments  and 
is  requu-ed  to  regulate  the  due  performance  of  the  duties  im- 
posed upon  cotmty  assessors.  The  commission  is  charged  with 
the  duty  of  assessing  all  interstate  and  intercounty  public-service 
corporations.* 

^  Laws,  1866,  chap.  zi8,  sees.  31-34. 

'  Laws,  1869,  chap.  124,  sec.  8;  Laws,  1871,  chap.  150,  sec.  7. 

'  Laws,  1876,  chap.  34,  sees.  4,  6,  12. 

*  First  Report  of  Tax  Commission  to  the  Governor,  1908,  p.  5. 

^  First  Report  of  Tax  Commission  to  the  Governor,  1908,  pp.  7,  8. 
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By  means  of  information  ftimished  by  all  the  counties  in  the 
State  as  to  the  sale  values  of  property,  county  assessors  obtained 
a  standard  of  true  money  value  to  be  used  in  making  assessments.^ 
The  commission  required  the  coimty  assessors  to  assess  all  property 
coming  imder  their  jurisdiction  at  its  actual  value,  and  the  com- 
mission itself  took  like  action  with  respect  to  the  property  of 
railroad  and  other  pubUc-service  corporations,  the  assessment  of 
which  had  always  been  a  weighty  problem.* 

The  last  assessment  imder  the  old  plan,  divided  among  three 
classes  of  property,  was  as  follows : ' 


Clanes  of  property. 

Value. 

Percent 
of  tout. 

RcftlesUte 

•»69, iS4f  soo 
78,854»»69 

77»a7«»44S 

6%.  a 

Penoool  property 

18.  s 

Railroftd  and  other  public-service  oorponition  property 

i&i 

Totol 

^^^^ ' 1 . . . . 

4J5,a8i,az4 

QO.  8 

• 

The  values  under  the  new  plan  were :  • 


Classes  of  property. 


Real  estate 

Personal  property 

Railroad  and  other  publio«ervice  corporation  property 

Total 


Value. 


•x»  573 » 048, 790 
474,191,355 
404»3»o,35a 


a ; 451 > 560, 397 


Percent 
of  toUl. 


64. 1 

K9-3 
16.4 


99-8 


By  another  comparison*  it  was  foimd  that  the  1908  value  of 
lands  was  6.32  times  the  1907  value;  town  lots,  4.64  times;  all 
real  estate,  5.84  times;  personal  property,  6.01  times;  public- 
service  corporation  property,  5.23  times;  and  railroad  property 
alone,  5.13  times. 

The  percentage  that  the  assessment  of  each  of  the  different 
classes  of  property  bore  to  the  total  assessment  in  each  of  the  years 
1 907  and  1 908  shows  to  what  extent  the  tax  was  shifted  among 
the  classes  of  property  by  the  1908  assessment: 


Years. 


1907. 
Z908. 


Land. 

Town 
loU. 

All  real 
esUte. 

property. 

,  Per  cent. 
!       44.78 

49-  13 

Percent. 

18.50 
«50j 

Percent. 
63.28 
64-15 

Percent. 
X8-54 
19-34 

Railroad 
property,       ^ 
etc. 


Per  cent. 
18.16 
16.49 


^  First  Report  of  Tax  Commission  to  the  Governor,  1908,  p.  10. 
'  Ibid.,  p.  6. 


^  Ibid.,  p.  II. 
*  Ibid.,  p.  14. 
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In  1909  the  percentage  for  the  raih"oad  and  other  public-service 
corporations  increased  to  16.66  per  cent,  but  in  1910  fell  to  15.26 
per  cent.* 

The  foregoing  data  seem  to  confirm  the  contention  which  had 
long  been  made,  that  the  property  of  public-service  corporations 
was  bearing  more  than  a  just  share  of  taxation.* 

Taxation  of  Public-Service  Corporations  by  Special  Methods. 

Taxation  of  public-service  corporations  by  methods  differing 
materially  from  the  general  property  tax  has  been  employed  only 
with  respect  to  express  companies.  In  1905  car  companies  were 
made  subject  to  the  special  method  of  valuation  of  their  cars,  but 
the  value  was  apportioned  among  the  coimties  through  which  the 
cars  were  operated,  both  the  State  and  the  localities  thus  receiving 
their  shares  of  the  tax.'  The  amoimt  distributed  to  many  of  the 
cotmties  was  inconsiderable  and  in  1909,  on  recommendation  of 
the  Tax  Commission,  legal  provision  was  made  for  the  payment 
of  this  tax  directly  to  the  State  for  the  benefit  of  the  general 
revenue  fund,  the  rate  being  the  average  rate  for  all  purposes  in 
the  State  for  the  preceding  year.*  The  latest  provision  in  respect 
to  car  companies  is  that  they  shall  pay  to  the  State  for  state 
piuposes  a  tax  upon  all  their  property  in  the  State,  including  the 
proportion  of  the  total  intangible  value  to  which  the  State  is 
entitled.* 

With  regard  to  express  companies,  the  first  law,  namely,  that 
of  1907,  provided  for  a  tax  of  iK  P^r  cent  upon  gross  receipts  for 
business  done  within  the  State,  less  amoimts  paid  to  railroads 
within  the  State  for  transportation.*  The  rate  was  increased  to 
4  per  cent  in  1909,  as  the  result  of  the  Tax  Commission's  recom- 
mendation, after  a  consideration  of  the  taxes  paid  by  like  com- 
panies in  other  States.^ 

The  general  property  tax  has  never  been  superseded  or  supple- 
mented by  any  special  method,  in  the  taxation  of  railroads  and 
other   public-service   corporations    (except   express   companies), 

^  Second  Report  of  Tax  Commission  to  Legislature,  191 1,  p.  10. 

'  First  Report  of  Tax  Commission  to  the  Governor,  1908,  p.  14. 

'  Laws,  X905,  chap.  500. 

^  Laws,  1909,  chap.  352:  also  First  Report  of  State  Tax  Commission  to  the  Legisla- 
ture, Z909,  p.  49. 

^  Laws,  191 1,  chap.  318. 

'  Laws,  Z907,  chap.  202. 

^  Laws,  1909,  chap.  246;  also  First  Report  of  State  Tax  Commission  to  the  Legisla- 
ture, 1909,  p.  50. 
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though  gross  earnings,  net  earnings,  etc.,  are  considered  in  arriving 
at  nonphysical  values. 

Separation  of  Sources  of  State  and  Local  Revenue. 

In  1 908  the  Educational  Commission  called  attention  to  the  fact 
that  it  seemed  to  be  generally  conceded  that  imder  the  present 
system,  i.  e.,  apportionment  of  valuation  to  localities  through 
which  the  roads  pass,  the  taxes  paid  by  railroads  were  imjustly 
distributed,  and  recommended  that  such  changes  be  made  in  the 
law,  and  in  the  constitution  if  necessary,  as  to  allow  an  equitable 
distribution  to  all  the  people  of  the  State  of  the  large  stuns  of 
money  now  paid  by  the  railroads.  This  commission  also  men- 
tioned telegraph,  pipe  line,  and  other  property  nonlocal  in  its 
nature  as  being  proper  subjects  of  state  taxation  for  the  benefit 
of  the  whole  State.* 

The  State  Tax  Commission  in  its  report  of  1911^  introduced 
a  table  relating  to  separation  of  sources  of  revenue,  taken  from 
the  publication  of  this  Bureau,*  and,  after  commenting  upon 
the  subject  to  some  extent,  said  that  if  the  legislature  should 
desire  to  provide  for  separation  of  sotirces  of  state  and  local 
revenue  it  could  do  so  quite  fully  by  requiring  all  taxes  laid 
upon  the  property  of  interstate  and  intercounty  public-service 
corporations  to  be  paid  into  the  state  treasiuy  for  the  benefit  of 
the  state  general  revenue  fund ;  and  that,  as  the  amount  of  taxes 
now  paid  by  those  corporations  is  about  equal  to  the  state  revenue 
raised  by  direct  taxation,  the  result  would  be  to  relieve  all  other 
property  in  the  State  from  a  state  tax  levy,  and  to  give  to  all  the 
people  the  benefit  of  the  tax  paid  by  such  public-service  corpora- 
tions.    The  commission  continues: 

*  *  It  can  not  be  dpnied  that  there  would  be  a  large  measure  of 
justice  in  such  legislation,  because  all  the  people  of  the  State 
contribute  to  the  funds  of  the  corporations  from  which  the  taxes 
are  paid. 

**  There  seems  to  be  no  reason  founded  in  justice  or  equity  why  a 
school  district  whose  territory  extends  perhaps  10  miles  in  length 
along  a  railway  and  i  mile  in  width  on  each  side  of  it  should  have 
the  benefit  of  all  the  school  tax  derived  from  the  railway  property 
therein,  and  other  school  districts  situated  i  or  20  miles  away  get 
no  benefit. 

*  Report  of  State  Superintendent  of  Public  Instruction,  1907-S,  p.  71. 

^  Second  Report  of  Tax  Commission  to  the  Legislattire,  iQii.p.  ii,et  seq. 

*  Report  of  the  Commissioner  of  Corporations,  **  Taxation  of  Corporations,"  Pt.  II. 
(Introduction.) 
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"  Fiscal  subdivisions  of  the  State  which  tinder  the  present  plan 
get  no  tax  from  railway  property  have  been  often  and  are  yet 
taxed  to  pay  the  principal  and  interest  of  bonds  voted  in  aid  of 
railway  construction  and,  by  their  patronage,  directly  aid  in 
increasing  the  value  of  such  property,  but  are  denied  the  advan- 
tages enjoyed  by  the  subdivisions  in  which  the  railway  property 
is  situated,  in  the  way  of  taxes  derived  from  the  fimd  jointly 
created.    This  condition  applies  particularly  to  school  districts." 

Double  Taxation. 

Although  shares  of  stock  are  not  taxed  in  the  hands  of  the 
holders  when  the  capital  stock  is  taxed  in  the  aggregate  against 
the  corporation,  the  Tax  Commission  evidently  does  not  believe 
that  this  exemption  is  necessary  in  order  to  avoid  double  taxation. 
The  commission  is  of  the  opinion  that  double  taxation  is  sometimes 
claimed  when  in  fact  it  does  not  exist ;  that  taxing  the  instrtmient  of 
production  and  at  the  same  time  the  right  to  a  part  of  the  value 
of  the  product,  the  owner  of  this  right  having  no  ownership  what- 
ever in  the  instrument  of  production,  is  not  taxing  the  same  subject 
twice,  but  that  there  are  here  two  distinct  kinds  of  property,  the 
rights  of  the  owner  of  each  kind  being  fully  protected  by  law- 
The  commission  says,  however,  that  the  most  pronoimced  modem 
thought  upon  the  subject  is  probably  opposed  to  this  view.* 

Uniformity  in  Taxation  Among  the  States. 

In  the  study  of  taxation  that  has  been  made  and  the  work  that 
has  been  carried  on  by  the  State  Tax  Commission,  including 
recommendations  upon  which  the  legislature  has  basec^  new  enact- 
ments, both  in  the  matter  of  the  taxation  of  corporations  and 
with  respect  to  the  whole  subject  of  tax  revenue,  it  is  evident 
from  the  following  paragraph  that  tmiformity  of  tax  legislation 
among  the  States  was  also  tmder  consideration  by  the  Commission: 

"It  is  obvious  that  many  of  the  complex  problems  at  present 
involved  in  the  question  of  taxation  might  be  much  more  easily 
solved  if  the  tax  laws  of  the  several  States  were  more  uniform. 
There  has  been  much  discussion  concerning  the  necessity  for 
interstate  comity  in  taxation,  but  as  yet  there  appears  no  move- 
ment toward  a  harmonizing  of  conflicting  interests  among  the 
States,  except  in  so  far  as  the  action  of  the  international  tax  con- 
ference, now  being  annually  held  under  the  auspices  of  the  Inter- 
national Tax  Association,  may  influence  legislation  in  the  several 
States  to  that  end.  For  practical  purposes  it  may  be  considered 
that  the  achievement  of  uniformity  of  laws  among  the  States 
upon  this  subject  may  not  soon  be  realized,  but  the  policy  of 

^  First  Report  of  State  Tax  Commission  to  the  Legislature,  1909,  p.  20. 
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this  State  should  be,  at  all  times  when  possible,  to  legislate  with 
that  end  in  view."  * 
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^  First  Report  oC  State  Tax  Commission  to  the  Legislature,  1909,  p.  23. 
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L  GENERAL  VIEW. 
Ctiief  Features. 

First.  The  taxation  of  corporations  under  the  general  property 
tax. 

Second.  The  assessment  of  property  of  certain  classes  of  public- 
service  corporations  by  a  state  board. 

Third.  Elaborate  constitutional  provisions  respecting  taxation. 

General  Property  Tax. 

Domestic  and  foreign  corporations  of  the  classes  herein  treated, 
except  freight  car  companies,  pay  locally  the  general  property 
tax  for  state  and  local  purposes.  While  the  law  provides  that 
property  shall  be  valued  at  actual  value,  in  practice  it  is  generally 
assessed  at  less  than  50  per  cent. 
Steam  and  Street  Railroad  and  Freight  Car  Companies. 

Steam  and  street  railroad  companies  pay  the  general  property 
tax  locally  for  state  and  local  purposes.  Freight  car  companies 
are  in  practice  taxed  by  the  State  for  state  purposes  at  the  average 
rate  of  taxation.  The  State  Board  of  Equalization  determines 
the  value  of  certain  property  of  steam  railroads  and  all  property 
used  in  business  of  street  railroad  and  car  companies.  These 
valuations,  except  as  to  freight  car  companies,  are  apportioned 
by  the  board  on  the  mileage  basis  to  the  coimties  through  which 
the  lines  or  routes  extend. 
Telegraphi  Telephonei  and  Bridge  Companies. 

Corporations  of  these  classes  pay  locally  the  general  property 
tax  for  state  and  local  purposes  on  all  property,  including  fran- 
chise.    Assessment  is  by  the  State  Board  of  Equalization. 
Express  Companies. 

These  companies  pay  locally  the  general  property  tax  for  state 
and  local  purposes,  and  in  addition  pay  to  the  State  a  tax  on 
gross  receipts. 
Gas,  Water,  and  Electric  Companies. 

These  companies  pay  locally  the  general  property  tax  for  state 
and  local  purposes.    Assessment  is  made  locally. 
Manufacturing  and  Mercantile  Companies. 

Manufacturing  and  mercantile  companies  pay  locally  tne  general 
property  tax  for  state  and  local  purposes  upon  their  real  property 
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and  upon  raw  materials,  finished  products,  merchandise,  tools, 
machinery,  and  appliances. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  and  foreign  corporations  are  not 
taxed.  Bonds  of  domestic  and  foreign  corporations  are  taxable  to 
the  holders. 

Foreign  Corporations. 

Foreign  corporations,  except  insurance  companies,  are  taxed  on 
all  property  in  the  State  in  practically  the  same  maimer  as  similar 
domestic  corporations. 

Administration. 

The  State  Board  of  Equalization,  composed,  imder  the  constitu- 
tion, of  the  governor,  state  auditor,  state  treasurer,  secretary  of 
state,  and  attorney  general,  assesses  steam  and  street  railroad,  car, 
telegraph,  telephone,  and  bridge  companies.  All  other  property 
is  assessed  locally.  The  state  board  equalizes  and  apportions  assess- 
ments among  cotmties.  County  boards  of  equalization  equalize 
all  local  assessments  and  hear  complaints  with  respect  to  same. 

The  general  property  tajc  is  paid  to  coimty  collectors  of  revenue.^ 
The  gross-receipts  tax  on  express  companies  is  paid  to  the  state 
treasurer. 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution.  2 

The  chief  provisions  on  taxation  in  the  constitution  are  in  sub- 
stance as  follows: 

Among  the  special  and. local  laws  which  the  general  assembly 
must  not  pass  are  laws  **  exempting  property  from  taxation, "  and 
laws  **  granting  to  any  corporation  any  special  right,  privilege,  or 
immunity."  * 

Article  X,  on  Revenue  and  Taxation,  provides:  The  taxing 
power  may  be  exercised  by  the  general  assembly  for  state  pur- 

^  Sotirces  of  revenue  in  Missouri: 

Municipal  and  local  districts.^a)  General  property  tax;  (6)  poll  tax;  (c)  business 
taxes  and  licenses;  (d)  fines,  fees,  etc. 

County. — (a)  General  property  tax;  (b)  poll  tax;  (c)  business  taxes  and  licenses; 
(d)  corporation  taxes  (half  the  tax  paid  by  foreign  instu-ance  companies);  (e)  fines, 
fees,  etc. 

State .^a)  General  property  tax;  (6)  collateral  inheritance  tax;  (c)  corporation 
taxes;  (d)  business  taxes  and  licenses;  (e)  fines,  fees,  etc. 

^  Constitution.  1875. 

*  Ibid.,  Art.  IV,  sec.  53. 
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poses,  and  by  cotinties  and  other  municipal  corporations,  under 
authority  granted  to  them  by  the  general  assembly,  for  county 
and  other  corporate  pinposes.*  The  power  to  tax  corporations 
and  corporate  property  shall  not  be  surrendered  or  suspended  by 
act  of  the  general  assembly.'  Taxes  shall  be  tmifoim  upon  the 
same  class  of  subjects  within  the  territorial  limits  of  the  authority 
levying  the  tax,  and  all  taxes  shall  be  levied  and  collected  by 
general  laws.* 

All  property  subject  to  taxation  shall  be  taxed  in  proportion  to 
its  value.*  All  railway  corporations  in  this  State,  or  doing  business 
therein,  shall  be  subject  to  taxation  for  state,  coimty ,  school,  mxmic- 
ipal,  and  other  purposes,  on  the  real  and  personal  property  owned 
or  used  by  them,  and  on  their  gross  earnings,  their  net  earnings, 
their  franchises,  and  their  capital  stock.^    The  property,  real  and 

'  Constitution,  Art.  X,  sec.  i. 

The  legislature  is  vested  with  power  to  levy  either  general  or  special  taxes.  It  may 
delegate  this  power  to  municipal  corporations.  State  ex  rel.  City  of  Springfield  r. 
Smith,  138  Mo.,  645  (1897);  Express  Co.  v.  City  of  St.  Joseph,  66  Mo.*,  675  (1877). 

*  Constitution,  Art.  X,  sec.  2. 

The  power  of  taxation  will  never  be  considered  surrendered  unless  it  is  done  ex- 
pressly or  by  necessary  implication.  City  of  St.  Louis  v.  Savings  Bank,  49  Mo.,  574 
(1872). 

'  Constitution,  Art.  X,  sec.  3. 

Taxation  is  equal  and  tmiform  if  all  persons  engaged  in  the  same  business  are  taxed 
alike.     Express  Co.  v.  City  of  St.  Joseph,  66  Mo.,  675  (1877). 

^  Constitution,  Art.  X,  sec.  4. 

The  mandate  o(  the  constitution  that  taxes  on  all  property  shall  be  in  proportion  to 
its  value  does  not  include  every  species  of  taxation.  It  enjoins  a  tmiform  rule  in 
imposing  taxes  on  property .  It  does  not  abridge  the  power  of  the  legislature  to  provide 
revenue  from  other  sources.  Glasgow  v.  Rowse,  43  Mo.,  479  (1869);  Express  Co.  v. 
City  of  St.  Joseph,  66  Mo.,  675  (1877). 

In  levying  taxes  on  property,  it  sometimes  can  not  be  avoided  that  the  same  value 
will  be  twice  taxed,  but  this  does  not  make  the  tax  illegal  and  void*.  St.  Louis 
Mutual  Life  Ins.  Co.  v.  Board  of  Assessors,  56  Mo.,  503  (1874). 

Taxing  shares  against  stockholders  of  a  corporation  and  also  the  property  repre- 
sented by  the  capital  stock  would  be  duplicate  taxation.  State  v.  Railroad,  77  Mo., 
202  (1883). 

^  Constitution,  Art.  X,  sec.  5.       x 

The  same  rate  of  taxation  under  the  Act  of  1875  must  be  applied  to  both  railroad 
and  general  property.    State  ex  rel.  v.  Railroad,  92  Mo.,  137  (1887). 

This  section  has  apparently  been  construed  as  providing  in  the  alternative,  differ- 
ent methods  of  taxing  railroad  property,  to  be  selected  by  the  general  assembly.  The 
real  and  personal  property  are  represented  by  the  capital  stock,  and  gross  and  net 
earnings  represent  the  earnings  of  the  property  and  franchises  together.  This  has  been 
the  construction  adopted  by  the  State  Board  of  Equalization.  *  *  *  Railroads 
are  therefore  subject  to  be  taxed  in  any  one  of  these  methods  authorized  by  the  con- 
stitution, but  such  property  has  not  been  subjected  to  taxation,  except  upon  its 
value,  as  assessed  by  the  State  Board  of  Equalization.  Judson,  Taxation  in  Missouri, 
p.  104  (1900),  citing  State  v.  Railroad  Co.,  77  Mo.,  20a  (1883),  ^^^  Valle  v.  Zi^ler, 
84  Mo.,  214  (1884). 
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personal,  of  the  State,  cotmties,  and  municipal  corporations,  and 
cemeteries,  shall  be  exempt  from  taxation;  and  a  limited  amotmt 
of  real  property  may  be  exempted  when  used  exclusively  for  re- 
ligious, school,  or  purely  charitable  purposes,  or  for  agricultural 
or  horticultural  societies.*  All  laws  exempting  other  property 
from  taxation  shall  be  void.* 

The  state  tax  on  property,  exclusive  of  the  tax  to  pay  the  bonded 
debt  of  the  State,  shall  not  exceed  20  cents  on  $100  valuation; 
and  whenever  the  taxable  property  of  the  State  shall  amount  to 
$900,000,000  the  rate  shall  not  exceed  1 5  cents.'  Maximum  rates 
are  fixed  for  local  taxes,  and  the  valuation  of  property  shall  not 
exceed  that  made  for  state  taxes.*  The  State  Board  of  Equaliza- 
tion, consisting  of  the  governor,  state  auditor,  state  treasurer, 
secretary  of  state,  and  attorney  general,  adjusts  the  valuation  of 
property  among  the  cotmties,  and  performs  such  other  duties  as 
may  be  prescribed  by  law.* 

Every  corporation,  excepting  those  for  benevolent,  religious,  or 
educational  purposes,  shall  pay  into  the  state  treasury  at  the 
filing  of  its  articles  of  incorporation  $50  for  the  first  $50,000  or 

*  Constitution,  Art.  X,  sec.  6. 

The  provision  of  the  constitution,  exempting  certain  property  from  taxation,  has 
reference  only  to  general  taxation  for  the  purpose  of  revenue.  State  v.  Linn  Coimty 
Court,  44  Mo.,  504  (1869). 

Under  the  constitution  the  property  of  the  State,  county,  and  other  mimicipal 
corporations,  is  exempt  from  taxation.  State  ex  rel.  v.  Heman,  70  Mo.,  441  (1879); 
Fittererv.  Crawford,  157  Mo.,  51  (1900). 

^  Constitution,  Art.  X,  sec.  7.  This  section  refers  only  to  affirmative  legislative 
exemptions,  and  does  not  refer  to  statutes  which  do  not  in  terms  exempt  certain 
property,  nor  to  mere  casual  exemptions.  Kansas  City  v.  .Building  and  Loan  Asso- 
ciation, 145  Mo.,  50  (1898). 

^  Constitution,  Art.  X,  sec.  8. 

The  constitution  of  1875  introduced  for  the  first  time  specific  limitations  upon  the 
rate  of  taxation.  The  self -enforcing  reduction  (in  1894)  of  the  state  revenue  *tax 
to  15  cents  caused  a  material  loss  in  the  state  revenues,  which  has  proven  at  times  a 
source  of  financial  embarrassment  in  the  administration  of  the  state  finances.  Judson, 
Taxation  in  Missouri,  pp.  67-68. 

*  Constitution,  Art.  X,  sec.  11. 

Rates  prescribed  can  not  be  exceeded.  State  ex  rel.  v.  Railroad,  93  Mo.,  137  (1887); 
Arnold  v.  Hawkins,  95  Mo.,  569  (1888). 

*  Constitution,  Art.  X,  sec.  18. 

This  section  authorizes  the  Board  of  Equalization  to  act  without  ftirther  legislation. 
The  board  is  required  to  keep  a  full  record  of  its  proceedings  and  decisions,  but  not  of 
the  evidence  adduced.  It  has  full  power  to  assess  railroad  property  under  the  act  of 
1875,  and  this  act  is  not  in  conflict  with  the  constitution.  Railroad  Co.  v.  State 
Board  of  Equalization,  64  Mo.,  394  (1876). 

The  law  does  not  reqture  the  preservation  of  the  evidence  upon  which  the  board 
based  its  valuation,  nor  does  it  designate  the  evidence  upon  which  such  valuation  be 
made.    State  ex  rel.  v.  Railroad  Co.,  loi  Mo.,  120  (1890). 
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less  of  capital  stock,  and  $5  for  every  additional  $10,000.  In  case 
of  subsequent  increase,  $5  shall  be  paid  for  every  additional 
$10,000  of  capital  stock  so  authorized.* 

Statutes.' 

General  Property  Tax. 

Domestic  and  foreign  corporations  of  the  classes  herein  treated 
pay  locally  the  general  property  tax  for  state  and  local  purposes. 
The  assessment  of  public-service  corporations  includes  franchises 
and  all  other  intangible  property,  but  the  assessment  of  other 
corporations  is  based  on  tangible  property  only.  The  statutes 
provide  that  assessment  shall  be  at  actual  value.  In  practice, 
however,  the  average  valuation  is  less  than  50  per  cent  of  actual 
value. 

Steam  and  Street  Railroad  Companies. 

Domestic  and  foreign  steam  and  street  railroad  companies  pay 
the  general  property  tax  locally  for  state  and  local  purposes  on 
all  property  owned  or  leased  by  them,  including  franchise  and 
other  intangible  property.' 

For  taxation  purposes  railroad  property  may  be  classified  as: 

(a)  Roadbed  and  superstructure,  which  is  assessed  by  the  State 
Board  of  Equalization,  and  embraces  main,  branch,  and  side- 
tracks, switches,  and  all  land  and  superstructures  (except  build- 
ings) necessary  for  the  safe  moving,  loadmg,  and  tmloading  of 
cars.* 

(6)  Rolling  stock,  which  is  assessed  by  the  State  Board  of 
Equalization,  and  embraces  engines  and  cars  of  various  kinds, 
whether  moved  on  the  tracks  by  steam,  hand,  or  other  power. 

(c)  Buildings  on  right  of  way,  which  are  assessed  by  the  State 
Board  of  Equalization,  and  embrace  depots,  stations,  and  other 
buildings  on  right  of  way  necessary  for  operation. 

(d)  Franchise,  and  other  property  which  is  necessary  to  opera- 
tion, assessed  by  the  State  Board  of  Equalization,  and  not  included 
in  classes  a,  b,  and  c. 

^  Qmstitution,  Art.  X,  sec.  21. 

^  Except  as  otherwise  indicated,  references  given  herein  are  to  the  1909  edition  of 
the  Revised  Statutes  of  Missouri. 

'  R.  S.,  sec.  11551  et  seq. 

*  State  ex  rel.  v.  Raihoad,  135  Mo.,  618  (1896);  State  ex  rel.  v.  Railroad  Co.,  162 
Mo.,  391  (1901).  The  right  of  way  of  a  railroad  company  is  taxable  for  general  govern- 
mental purposes.  Heman  Construction  Co.  v.  Wabash  Railroad  Co.,  206  Mo.,  172, 
179,  (1907). 
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{e)  Property  which  is  assessed  locally,  and  which  embraces 
office  fixtures,  warehouses,  and  other  locally  situated  property  not 
included  in  the  above  classes. 

Provisions  for  making,  verifying,  and  certif3ang  reports  of 
raih-oads  are  fully  set  forth  in  the  statutes,  but  the  statutes  do 
not  prescribe  a  method  of  arriving  at  valuations,  and  the  system 
used  is  not  revealed  by  the  State  Board  of  Equalization.  In 
general,  however,  assessments  are  based  on  reports  from  rail- 
roads. These  companies  are  required  to  file  annually  with  the 
state  auditor  a  statement  showing  in  detail  the  mileage,  value  of 
property,  and  certain  other  facts  necessary  to  a  proper  valuation 
of  railroad  property  and  franchise.  In  addition,  railroads  furnish 
a  similar  statement  to  coimty-court  clerks  of  each  county  through 
which  their  lines  pass.  If  examination  by  the  clerk  shows  that 
these  statements  have  omitted  or  undervalued  property,  they  are, 
before  certification  to  the  state  auditor,  submitted  to  and  cor- 
rected by  the  coimty  court.*  The  statements  made  to  the  auditor 
and  the  coimty-cotirt  clerks  are  placed  before  the  State  Board  of 
Equalization,'  which  equalizes  and  assesses  the  valuation  of  all 
property  so  reported. 

The  assessment  of  class  a  property  is  determined  on  the  value 
of  such  property  located  wholly  within  the  State.  The  assess- 
ment of  class  b  property  is  determined  on  the  basis  of  that  pro- 
portion of  the  rolling  stock  which  the  number  of  miles  in  Missouri 
bears  to  the  total  length  of  the  road.'  The  board  then  decides 
upon  arbitrary  values  by  classes  for  each  of  the  various  classes  of 
rolling  stock.*  Under  class  d  is  added  an  amount  to  cover  fran- 
chise and  other  intangible  values.  An  agreed  valuation  per  mile 
of  main  track  is  placed  on  the  property  of  each  of  these  classes, 
and  the  number  of  miles  of  main  track  in  each  county,  or  minor 
local  district,  multiplied  by  the  total  of  the  three  classes,  gives  the 
apportionment  thereto.  The  value  of  class  c  property  is  assigned 
direct  to  the  coimty  and  minor  taxing  district  where  located. 

While  railroads  are  chargeable  with  the  tax  on  rented  equip- 
ment (including  sleeping  cars),  they  .may  recover  taxes  so  paid 
from  the  owners  of  such  equipment.*     If,  however,  owners  of 

*  R.  S.,  sec.  11556. 

'  Ibid.,  sec.  11 558. 

'  Ibid.,  sec.  11 559. 

^  Jotirnal  of  State  Board  of  Equalization,  1909,  pp.  23  and  24.  Thus  all  engines 
belonging  to  a  certain  group  of  toads  were  in  1909  assessed  at  $5,000  each,  standard 
sleeping  cars  at  $6,500  each,  etc. 

^  R.  S.,  sec.  X1603. 
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leased  equipment  have  places  of  business  in  the  State,  the  tax 
can  be  collected  directly  from  the  owners. 

Street  railway  companies  are  taxed  in  practically  the  same 
manner  as  railroads  and  are  subject  to  the  same  tax  laws.  All 
property  used  in  the  street  railway  business  is  assessed  by  the 
State  Board  of  Equalization,  and  the  assessment  is  based  largely 
upon  sworn  statements  of  the  companies,  showing  length  of  all 
lines  and  sidetracks,  cars,  wires,  cables,  buildings,  and  all  other 
property,  with  the  length  of  line  in  each  taxing  subdivision.* 

Freight  Car  Companies. 

Domestic  and  foreign  freight  car  companies  pay  to  the  State  for 
state  purposes  a  property  tax  at  the  average  rate  of  taxation' 
upon  the  niunber  of  cars  necessary  to  make  the  mileage  of  such 
cars  in  Missouri.  Assessment  is  by  the  State  Board  of  Equalization 
and  is  based  on  statements  from  the  car  companies  and  from 
railroad  companies  over  whose  lines  the  cars  run.  From  these 
statements  the  board  places  a  value  on  each  car  and  determines 
the  average  daily  mileage  of  each.*  The  entire  revenue  from  this 
tax  is  required  by  law  to  be  distributed  to  the  various  localities, 
but  the  total  is  so  small  that  in  practice  no  part  is  so  distributed.* 

*  R.  S.,  sees.  11572.  "573- 

The  act  of  1897,  providing  a  tmifonn  assessment  for  taxation  of  street  railroads, 
extends  to  a  company  whose  load  is  partly  within  the  city  and  partly  without.  Assess- 
ments made  in  accordance  with  the  act  are  not  void  because  it  requires  street  railway 
property  to  be  assessed  and  taxed  as  is  other  railroad  property.  Under  this  act  an 
assessment  of  all  the  property  of  a  street  railway  by  the  state  board  is  not  void.  State 
ex  rel.  v.  Metropolitan  Street  Ry.  Co.,  161  Mo.,  188  (1901). 

"As  construed  by  the  state  board,  this  act  authorizes  the  assessment  by  the  board 
of  the  entire  property  of  the  street  railroads.  *  *  *  The  assessment  is  thus  entirely 
taken  out  of  the  jurisdiction  of  the  local  assessors,  therein  differing  from  the  assess- 
ment of  steam  railroads,  where  property  other  than  the  roadbed,  terminals,  and  rolling 
stock  is  assessed  by  the  local  assessors."    Judson,  Taxation  in  Missouri,  p.  113. 

^  Average  rate  of  all  taxes,  state,  ootmty,  and  local,  combined. 

'  Journal  of  State  Board  of  Equalization,  1909,  p.  34. 

*  R.  S.,  sees.  .11560-11571. 

In  answer  to  your  letter  of  inquiry  relative  to  distribution  of  tax  collected  from  pri- 
vate car  concerns  doing  business  in  the  State  of  Missouri,  beg  to  say  that  this  tax  is 
paid  direct  into  die  state  treasury,  and  no  part  of  it  is  distributed  to  the  various 
localities  for  the  reason  that  should  the  board  tmdertake  to  make  the  assessment  and 
apportionment  as  provided  by  the  law  in  the  State,  in  most  instances  the  valuation 
apportioned  to  subdivisions  would  be  a  fraction  of  a  dollar  and  the  taxes  a  fraction 
of  a  cent.  Therefore  the  state  board  has  for  the  last  six  years  made  and  carried  out 
the  assessment  against  such  concerns,  as  reported  in  the  journal  of  its  proceedings. 
Letter  from  state  auditor,  Jan.  8,  191a. 
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Telegraph,  Telephone,  and  Bridge  Companies. 

Domestic  and  foreign  companies  of  these  classes  pay  locally  the 
general  property  tax  for  state  and  local  purposes  on  tangible  and 
intangible  property  including  franchise.^  They  are  taxed  under 
the  same  law  and  in  practically  the  same  manner  as  are  raih-oads.' 
Assessment  is  by  the  State  Board  of  Equalization  and  like  the 
assessment  of  raih-oads  is  based  on  reports  from  the  companies. 
The  various  items  of  property,  such  as  poles,  wire,  etc.,  are  assessed 
at  a  valuation  per  mile,  and  an  allowance  is  added  to  cover 
franchise  and  other  intangible  property. 

Express  Companies. 

Domestic  and  foreign  express  companies  pay  the  general  prop- 
erty tax  for  state  and  local  purposes  on  locally  situated  property, 
which  is  assessed  and  taxed  in  the  same  manner  as  the  property  of 
individuals. 

In  addition  they  pay  to  the  State  for  state  purposes  a  tax  of  i  X 
per  cent  on  gross  receipts.'  In  practice  it  is  considered  to  be  in 
lieu  of  all  other  taxes  on  franchise  and  business.  Assessment  is 
based  on  gross  receipts  as  reported  in  annual  statements  to  the 
state  auditor. 

Gas,  Water,  Electric  Light,  Heat,  and  Power  Companies. 

These  companies,  domestic  and  foreign,  pay  locally  the  general 
property  tax  for  state  and  local  piuposes  on  all  property  including 
franchise.*    Stock  on  hand,  machinery,  tools,  etc.,  are  assessed  in 

*  R.  S.,  sec.  1 1608. 

It  is  the  duty  of  the  State  Board  of  Equalization  to  assess  all  the  property,  real  and 
personal,  including  franchises,  of  telegraph  companies.  In  determining  the  value  of 
the  tangible  property  it  is  proper  to  compare  the  length  of  the  line  in  the  State  with 
that  of  the  entire  line  or  to  take  the  aggregate  value  of  the  shares  of  the  capital  stock 
and  deduct  a  valuation  proportional  to  the  length  of  the  lines  without  the  State  and 
also  the  value  of  the  real  estate  and  machinery  subject  tp  local  taxation.  Taxes  so 
assessed  constitute  an  excise  tax  upon  the  property  or  capital  of  the  corporation  and 
not  a  tax  upon  any  franchise.  State  ex  rel.  v.  Western  Union  Telegrai)h  Co.,  165  Mo;, 
502  (1901). 

2R.  S.,  sec.  1 1608. 

*  Ibid.,  sec.  11607.  "* 

"  This  tax  on  the  gross  receipts  of  express  companies,  which  has  been  thus  judicially 
sustained  (Pacific  Express  Co.  v.  Seibert,  142  U.  S.,  339;  1892)  is  the  only  instance  in 
the  State  of  such  a  tax  levied  by  state  authority  (except  the  tax  upon  insurance 
premiums),  being  in  efifect  a  tax  upon  the  revenue  of  the  franchises  of  this  business. " 
Judson,  Taxation  in  Missouri,  p.  120. 

^  R.  S.,  sees.  1 1 551 »  1 1 552.  Possessing  special  privileges,  such  as  the  right  to  use 
public  streets. 
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practically  the  same  manner  as  property  of  manufacturing  com- 
panies.   Assessment  is  by  local  assessors. 

Mercantile  and  Manufacturing  Companies. 

These  companies  pay  locally  the  general  property  tax  for  state 
and  local  piuposes  on  real  estate,  raw  materials,  finished  products, 
merchandise,  tools,  machinery,  and  appliances.  Real  estate  is 
taxed  on  the  same  basis  as  real  estate  belonging  to  individuals. 
The  other  items  mentioned  are  taxed  under  what  is  in  form  a 
license  tax,  but  which  is  in  reality  a  tax  on  property.*  As  applied 
to  merchants  it  is  levied  on  the  highest  amount  of  goods  in  their 
possession  at  any  time  between  the  first  Monday  in  March  and  the 
first  Monday  in  June.  As  applied  to  manufacturers  it  is  levied 
upon  the  greatest  amount  of  raw  material  and  finished  products 
in  their  possession  at  any  time  between  the  dates  mentioned,  and 
on  tools,  machinery,  and  appliances  on  hand  on  June  i  of  each 
year.*  The  rate  for  state  piuposes  is  the  same  as  the  state  rate 
on  real  estate;  for  coimty  piuposes  it  may  exceed  the  state  rate  by 
loojper  cent ;  for  city  piuposes,  except  cities  of  300,000  inhabitants, 
it  must  equal  the  city  rate  on  real  estate.  Cities  of  300,000  inhabit- 
ants may  levy  a  less  rate  than  they  levy  for  city  purposes  on  real 
estate.    Assessment  is  by  local  authorities. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  and  foreign  corporations  are  not 
taxed.'  Bonds  of  domestic  and  foreign  corporations  are  taxable 
to  holders.* 

Foreign  Corporations* 

Foreign  corporations  of  the  classes  herein  considered  are  taxed 
in  practically  the  same  manner  as  similar  domestic  corpprations.» 

*  R.  S.,  sec.  11619. 

"  We  regard  the  law  on  merchants '  licenses  as  an  indirect  taxation .  Indeed  the  third 
section  so  declares  it.  *  *  *  That  this  tax  was  collected  through  the  medium  of 
a  license  did  not  make  it  less  a  tax."  Cape  Girardeau  v.  Riley,  72  Mo.,  320  (1880); 
State  ex  rel.  v.  Alt,  224  Mo.,  493  (1909). 

'  R.  S.,  sec.  1 1646.  Manufacturers  whose  materials,  tools,  etc.,  are  valued  at  less 
than  $1,000  are  exempt. 

'  State  V.  Lesser,  141  S.  W.  Rep.,  888  (191 1). 

^  R.  S.,  sec.  1 1348. 

^  The  franchise  of  foreign  corporations  is  property  and  is  subject  to  taxation  either 
separately  or  as  part  of  corporate  property.  State  ex  rel.  v.  Western  Union  Tel.  Co., 
165  Mo.,  502  (1901). 

62466^ — 12 0 
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m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  1910  was  20  per  cent. 

Total  Statb  Rbcbipts,  Taxbs  prom  Corporations,  Othbr  Taxbs,  and  Rbcbipts 

FROM  SOURCBS  OTHBR  THAN  TaXBS,  YBAR  EndBD  DBCBMBBR  31,  1910J 

Total  state  receipts,  all  sources $7, 151, 125. 12 


State  taxes  from  corporations:  « 

Steam  railroads ' $2x2, 586. 02 

Street  and  electric  railroads  ^ 59, 03a  67 

Railway  cars,  private  ' 77a  05 

Bridge  companies  ' 8, 341. 05 

Telegraph  companies  ' 4, 212. 13 

Telephone  companies  ' 13, 727.  77 

Express  companies 17, 091. 68 

Freight-car  companies 7, 856.  oa 

Incorporation  taxes  [or  fees] 170, 675. 00 

Foreign  insurance  companies 285, 329. 25 

Insurance  fees 84, 482. 74 

Banks  and  trust  companies 27, 79a  00 

Building  and  loan  associations 4, 443. 14 

Miscellaneous  companies  ' 135, 238.  53 

Total  state  taxes  from  corporations  ' i>  031, 574. 05 

Other  taxes: 

Motor-vehicle  licenses 31, 527.  50 

Excise  fees  (liquor)  * 4^1 3i3-  75 

Beer  stamps 492,  534I 62 

Dram  shops i,  044, 058. 42 

Collateral  inheritance 314, 288. 05 

General  property  tax ' 2, 294, 00a  60 

Total  state  taxes  not  from  corporations 4, 217, 722. 94 

Total  taxes  for  state  purposes,  all  sources 5, 249, 296. 99 

*  Report  of  State  Auditor,  1909-10. 

^  Estimated  by  applying  the  total  state  rate  of  17  cents  per  $100  to  the  assessed 
values  of  the  corporation  property.  Report  of  State  Auditor,  1909-10,  pp.  431,  455, 
467. 

Miscellaneous  includes  banks,  trust  and  domestic  insurance  companies.  Judson, 
Taxation  in  Missouri,  p.  123  (1900). 

'  Does  not  include  all  corporation  taxes  collected  locally. 

^  This  is  an  excise  tax  collected  in  St.  Louis  alone.  See  Stats.,  1909,  Art.  II,  chap. 
63,  sees.,  7230  to  7237,  inclusive. 

'This  amount  does  not  include  $433,906.22  estimated  to  have  been  paid  by  cor- 
porations. Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  impossible 
practically  to  ascertain  the  amount  thus  received,  except  the  amotmts  above  esti- 
mated, which  are  not  included  in  this  item.  There  is,  however,  ixiduded  a  small 
amount  of  miscellaneous  license  fees. 
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Receipts  from  sources  other  than  taxes: 

Interest  on  deposits $86, 128.  50 

Oil-inspection  fees 92, 836.  ^a 

Oame-ftmd  fees 83,  $4a  80 

Penitentiary  receipts 395, 141. 06 

Hospital  and  other  funds 814,  551. 64 

Miscellaneous  receipts 429, 629. 81 

Total  receipts  from  sources  other  than  taxes $1, 901, 828. 13 

Total  state  receipts,  all  sources 7, 151, 125. 12 

IV.  COMMENTS. 
Historical. 

In  the  Territory  of  Missouri,  from  1804  to  1820,  and  in  the  State 
until  the  second  constitution,  adopted  in  1865,  the  revenue  laws 
specified  the  various  subjects  of  taxation,  fixing  rates  upon  each, 
and  adding  to  the  list  of  taxables  as  the  State  grew  in  wealth  and 
population.  An  unusual  tax  was  that  upon  bachelors  from  1804 
to  1822,  when  a  poll  tax  on  all  white  males  was  substituted  for  it. 
The  general  property  tax,  as  adopted  in  1865,  still  controls  tax- 
ation in  the  State,  1;hough  the  assessing  is  divided  between  the 
local  assessors  and  the  State  Board  of  Equalization,  which  values 
certain  kinds  of  corporate  property.  The  taxation  of  inheritances 
in  1899  and  of  franchises  in  190 1  shows  a  tendency  toward  the 
imposing  of  special  taxes  as  a  method  of  correcting  some  of  the 
unsatisfactory  features  and  results  of  the  general  property  tax. 

The  first  corporation  tax  was  that  of  one-fourth  of  i  per  cent  on 
bank  stock  in  the  first  revenue  act  of  the  State  in  1820;  and  the 
first  general  corporation  tax  law,  in  February,  1833,  imposed  the 
same  rates  as  on  other  taxable  property  upon  all  stock  vested  ill 
any  corporation  except  hospitals  and  literary  institutions.  Under 
the  law  of  1841  the  tax  on  shares  of  stock  was  collected  from  the 
corporations,  a  method  still  retained  in  the  taxation  of  banking 
and  domestic  insurance  companies. 

The  property  license  tax  on  merchants,  in  its  present  form,  has 
been  in  effect  since  1859  and  that  on  manufacturers  since  1877, 
both  having  been  adopted  after  discriminations  inade  by  earlier  laws 
had  been  declared  unconstitutional. 

Until  187 1  the  only  form  of  taxation  of  railroad  property  was 
against  the  shareholders  for  their  shares,  with  no  lien  on  the  prop- 
erty of  the  company.  In  that  year  the  law  established  the  present 
system  of  assessing  taxes  upon  railroads  through  the  State  Board 
of  Equalization.  Since  1877  the  taxes  on  bridge  and  telegraph 
companies  have  been  assessed,  levied,  and  collected  in  the  same 
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manner,  telephone  companies  being  added  in  1901,  and  all  the 
property  of  street  railroads  has  been  so  taxed  since  1897. 

Constitutional  Tax-Rate  Making* 

In  the  constitution  of  1820  the  only  provision  relating  to  taxa- 
tion, excepting  those  against  taxing  the  property  of  the  United 
States  and  forbidding  discrimination  against  nonresidents,  was: 
'*  That  all  property  subject  to  taxation  in  this  State  shall  be  taxed 
in  proportion  to  its  value.'*  The  present  constitution,  adopted  in 
1875,  contains  elaborate  legislative  provisions  governing  taxation 
and.  for  the  first  time,  introduces  specific  Umitations  in  the  rates 
of  taxation,  establishing  maximum  rates  for  state,  coimty,  munic- 
ipal, and  school  purposes. 

A  few  other  States — ^Alabama,  Arkansas,  Kentucky,  Louisiana, 
Texas,  and  Wyoming — ^resemble  Missouri  in  constitutional  tax- 
rate  making.  Colorado,  Idaho,  Montana,  North  Dakota,  and  Utah 
establish  a  maximum  for  state  taxes,  and  Nebraska  and  West  Vir- 
ginia limit  the  rates  in  counties,  but  this  constitutional  feature  is 
found  in  only  about  one-third  of  the  States. 

The  Supreme  Court  of  Missouri  said  in  1 894 : 

**  Prior  to  the  constitution  of  1875,  the  power  of  the  legislature 
to  impose  taxes  was  practically  unlimited.  It  is  unnecessary  to 
recall  the  history  of  the  times  which  led  to  the  call  of  the  conven- 
tion which  framed  it  to  impress  the  mind  with  the  fact  that  one 
of  the  great  purposes  for  which  it  was  assembled  was  to  put  a 
check  upon  that  power.  It  stands  out  upon  the  face  of  the  instru- 
ment as  the  most  novel  and  significant  fact  in  it,  and  the  purpose 
to  limit  that  power,  whether  exercised  immediately  for  state  pur- 
^ses,  or  mecQately  for  local  pmposes,  is  alike  apparent."* 

Under  the  constitution  counties  having  a  total  property  valua- 
tion of  $6,000,000  or  less  may  levy  50  cents  on$ioo;  from  $6 ,000 ,000 
to  $10,000,000,  40  cents;  from  $10,000,000  to  $30,000,000,  50 
cents;  and  over  $30,000,000,  35  cents.  For  city  and  town  piu*- 
poses  the  rates  are  graded  on  a  basis  of  population  instead  of 
property.  In  1910  in  the  1 14  counties  of  the  State,  excluding  the 
city  of  St.  Louis  which  has  no  county  organization,  there  were  68 
of  the  first  class,  33  of  the  second,  10  of  the  third,  and  3  having 
more  than  $30,000,000. 

F.  N.  Judson,  in  Taxation  in  Missouri,  says: 

*  *  These  constitutional  Umitations  of  the  county  tax  rate  *  *  * 
have  proven    *    *    *    veritable  strait- jackets   in  the  adminis- 

^  State  ex  rel.  v.  Railway  Co.,  123  Mo.,  72  (1S94). 
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tration  of  the  county  finances  and  the  source  of  embarrassment 
and  litigation."* 

*'The  limitation  of  the  tax  rate  has  compelled  counties  which 
wished  to  increase  their  revenues  to  raise  the  assessments.  But  a 
number  assess  on  so  low  a  basis  as  to  be  unable  to  pay  current 
expenses,  and  not  infrequently  assessors  nm  for  office  on  the  plat- 
form of  promising  not  to  increase  assessments.  Thus,  if  a  county 
has  a  little  over  $6,000,000  valuation,  it  has  only  the  right  to  levy 
a  40-cent  rate,  while  if  its  valuation  is  reduced  to  $6,000,000  it 
can  increase  its  tax  rate  to  50  cents.  The  state  auditor  reports 
that  the  members  of  the  State  Board  of  Equalization  are  besieged 
by  county  officials  asking  for  a  decrease  of  the  total  valuation,  so 
as  to  bring  their  coimties  into  a  lower  class  and  give  them  power 
to  levy  a  higher  rate  for  county  purposes."  * 

Comments  of  Tax  Commissions* 
The  Tax  Commission  of  1903  reported: 

"  The  revenue  laws  of  Missouri  in  their  main  provisions  compare 
favorably  with  those  of  other  States.  Many  changes  that  have 
been  suggested,  and  some  that  seem  desirable  to  the  commission 
can  not  be  made  on  account  of  constitutional  provisions.  The 
legislatiu'e  is  so  hedged  about  and  hemmed  in  by  limitations  in 
the  fundamental  law  of  the  State  that,  as  the  constitution  stands, 
no  statutory  change  can  be  made  in  the  general  system  of  taxation 
now  in  force."* 

The  commission  suggested  a  separation  of  the  sources  of  state 
and  local  revenues,  claiming  that  the  aggregate  taxes  collected 
from  all  the  public-service  corporations  for  county,  municipal,  and 
school  purposes,  together  with  the  cotmty  apportionment  of  the 
tax  on  foreign  insurance  companies,  were  practically  equal  to  the 
total  amount  collected  for  the  State  from  real  and  personal  prop- 
erty and  from  merchandise.    The  commission  further  said: 

"  By  levying  a  rate  upon  corporate  property  now  assessed  by  the 
State  Board  of  Equalization  sufficient  to  bring  into  the  state  treas- 
ury an  amount  equal  to  the  sum  collected  at  present  from  these 
corporations  for  all  purposes,  and  by  retaining  the  tax  upon  foreign 
insurance  companies  heretofore  apportioned  to  the  different  coim- 
ties, the  State  might  forego  its  tax  upon  real  and  personal  property, 
including  the  ad  valorem  tax  upon  merchandise,  without  loss  of 
income.  Our  constitution,  however,  stands  in  the  way  of  thi^ 
method  of  taxation."  * 

*  Judson,  Taxation  in  Missouri,  p.  162. 
^  Ibid.,  p.  164. 

^  Report  of  State  Tax  Commission,  1903,  p.  4. 

*  Ibid.,  1903,  p.  8. 
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The  Tax  Commission  of  1907  said: 

"  We  concur  in  the  conclusion  of 'that  commission  (of  1903)  that 
no  change  can  be  made  in  our  revenue  system  correcting  the  exist- 
ing inequalities  without  amending  the  constitution  of  the  State."  ^ 

And  also: 

"  We  see  no  remedy  for  this  existing  inequality  and  resulting 
injustice,  except  in  the  separation  of  the  soiu-ces  of  state  and  local 
revenues."* 

Inequalities  in  Assessment* 

Uniformity  in  assessment  appears  to  be  unattainable  in  the  prac- 
tical administration  of  taxation,  and  in  this  respect  Missouri  is 
no  more  successful  than  other  States.  The  State  Tax  Commission 
of  1903  sent  a  circular  letter  to  the  officials  of  all  the  counties, 
asking  information  on  this  subject,  and  the  report  of  the  com- 
mission says : 

**  Reports  were  received  from  98  counties  and  the  city  of  St. 
Louis.  *  *  *  It  is  within  the  bounds  of  truth  to  say  that  no 
two  counties  in  the  State  have  the  same  rule  for  the  assessment 
of  all  classes  of  property,  and,  generally  speaking,  there  is  abso- 
lutely no  uniformity  as  to  the  proportion  of  the  actual  cash  value 
taken  as  the  basis  for  the  assessed  value."  ^ 

The  commission  quotes  from  some  of  the  reports  of  the  tax  com- 
missions of  other  States  on  this  subject,  of  which  the  following 
are  examples : 

Wisconsin — ^The  mandate  of  the  statute  that  property  shall  be 
assessed  at  the  true  or  cash  value  has  never  been  followed.  Colo- 
rado— ^The  constitution  and  laws  of  Colorado  require  all  property 
to  be  assessed  at  its  full  cash  value.  Yet  not  an  assessor  in  the 
State  pretends  to  obey  this  law,  nor  do  the  county  commissioners 
or  courts  attempt  to  enforce  it.  Minnesota — It  is  obvious  that 
valuations  for  the  purposes  of  assessment  have  been  but  slightly 
influenced  by  actual  values. 

State  and  Local  Taxes. 

There  is  no  separation  in  Missouri  of  the  sources  of  state  and 
local  revenue,  consequently  the  taxes  paid  to  the  State  by  the 
important  corporations  are  a  small  part  only  of  the  amotmt 
drawn  from  them  by  taxation.  The  $17,000  paid  in  19 10  by 
express  companies  was  a  state  tax,  and  $570,000  from  the  foreign 
insurance  companies  was  collected  by  the  State,  but  half  of  the 
latter  sum  was  distributed  to  the  counties.    All  other  corporations 

^  Report  of  State  Tax  Commission,  1907.  p.  5. 
'  Ibid.,  1907,  p.  8. 
'  Ibid.,  1903,  p.  6. 
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paid  both  state  and  local  taxes,  and  while  the  rate  for  state 
revenue  and  interest  was  17  cents  on  $100,  the  average  rate  in 
1910  for  county  and  mtmicipal  taxes  for  all  purposes  was  $1 .2446, 
over  seven  times  as  much.  Of  a  little  over  $26,000,000  levied 
against  lands,  town  lots,  and  personal  property  in  the  State,  over 
$23,500,000  were  for  local  taxes. 

The  taxes  levied  pn  steam  and  street  raihoads,  bridges,  tele- 
graph and  telephone  companies,  amounted  in  19 10  to  nearly 
$300,000  for  state  purposes,  while  the  same  corporations  paid 
over  $2,600,000  in  coimty  and  mtmicipal  taxes.  No  approxima- 
tion can  be  made  for  mercantile  and  manufacturing  corporations, 
as  there  is  no  separation  in  the  published  records  of  these  corpora- 
tions from  firms  and  individuals  engaged  in  similar  occupations, 
but  all  the  merchants  and  manufacturers  in  the  State  paid  in  19 10 
a  little  over  $200,000  to  the  State,  and  nearly  $680,000  in  local 
taxes. 

Separation  Amendment  Rejected. 

At  the  general  election  in  November,  1908,  the  voters  rejected 
an  amendment  to  Article  X  of  the  constitution,  submitted  by  the 
legislature  of  1907.*  This  amendment  provided  for  the  separation 
of  the  sources  of  state  and  local  revenue;  the  establishment  of 
local  option  for  counties  and  municipalities  in  the  selection  of  the 
subject  of  taxation;  and  the  discontinuance  of  the  general  property 
tax. 

Centralizing  Tendencies  in  Taxation. 

The  first  State  Board  of  Equalization  was  created  in  the  act  of 
March  19,  1866,  by  which  the  members  of  the  State  Senate  and 
the  lieutenant  governor  were  constituted  a  State  Board  of  Equali- 
zation with  authority  to  equalize  the  valuation  of  real  and  personal 
property  among  the  several  coimties  in  the  State. 

By  the  act  of  March  10,  1871,  the  state  auditor,  the  state 
treasto'er,  and  the  register  of  lands  were  made  a  special  board  of 
equalization  of  railroad  property,  with  the  powers  and  duties  that 
the  state  board  possessed  in  reference  to  all  other  property. 

The  constitution  of  1875  established  the  present  state  board, 
consisting  of  five  state  ofl&cers,  and  the  supreme  court  held  *  that 
this  provision  of  the  constitution  required  no  legislation  to  put 

it  into  effect,  and  that  this  board  could  equalize  and  assess  railroad 

■— 

^  Laws,  X9071  pp.  460-462. 

>  R.  R.  Co.  V,  State  Board,  64  Mo.,  294  (z^<^)* 
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property  as  well  as  adjust  the  valuations  in  the  counties,  under  the 
powers  conferred  upon  the  boards  previously  existing. 

It  is  the  duty  of  the  state  board  to  equalize  in  the  coimties  the 
valuations,  by  the  local  assessors,  of  urban  and  farm  property, 
live  stock  of  all  kinds,  corporate  companies,  and  all  other  per- 
sonal property,  and  also  to  make  an  original  assessment  of 
public-service  corporations.  The  governor,  auditor,  treasurer, 
secretary  of  state,  and  attorney  general,  presumably  busy  in 
the  work  of  their  respective  offices,  must  depend  to  a  large 
extent  upon  the  returns  made  under  the  law  by  corporations 
and  individuals.  A  permanent  state  tax  commission,  selected 
for  some  knowledge  of  the  subject,  could,  in  time,  correct  the  ex 
parte  statements  of  taxpayers,  and  if  the  present  constitutional 
restrictions  which  now  cripple  taxation  were  modified,  they  could 
evolve  an  improved  system  and  more  satisfactory  methods  for 
the  taxation  of  individuals  and  corporations  for  state  and  local 
purposes. 
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South  DakoU 7a 

Hnzd.    Rukard,   Minnesota   ore   property, 

assessment 46-48 

Illinois: 

Methods  ol  taxing  certain  class  ol  corpora- 

tions  (table) facing  p.  17 

State  revenues  from  certain  classes  of  cor- 
porations (table) 6 

State  revenues  from  certain  taxes  (table) .         3 
Improvements  upon  realty  taxed  as  person- 
alty: 

Iowa 79 

Minnesota 37 

South  Dakota 67 

Incorporation,  South  Dakota 73~74 

Indiana: 

Methods  of  taxing  certafai  rinswi  of  cor- 
porations (table) fadng  p,  17 


Indiana— Continued.  Page. 
State  revenues  from  certain  classes  of  cor- 
porations (table) 6 

State  revenues  from  certain  taxes  (table) .         3 
Inheritance  tax: 

Nebraska 9an 

State  revenue  derived  fioui 

Iowa 5,84 

Kansas Z14 

Minnesota 5,35 

Missouri 5>  130 

South  DakoU 71 

Various  SUtes  (Uble) 3 

See  also  Sources  of  revenue. 
Insurance  companies.  State  revenue  derived 

from  (table) 6 

See  also  particular  State;  Financial  re- 
suhs. 
Intangible  personalty.     See  Personal  prop- 
erty, intangible. 
Intangible  value,  corporations: 

Iowa 77f  78. 79n.  8a.  83 

Kansas zoT-zza,  1x7 

Miimesota a6»39*>4z 

Missouri zax,  xas,  xa5,  xa8 

Nebraska 9o>  91 793-961 98 

North  Dakota S'l 54-58 

South  DakoU 66^-68, 70 

See  also  Corporate  excess;  Franchise. 
Interurban  railroads: 

Iov« 78,79 

Kansas xzo 

SUte  taxes  contributed  by X13 

MinncsoU 34,32 

North  DakoU 51,61 

Iowa: 

Abstract  of  corporate  taxation  system ...        ax 

Chid  features 77 

Commento  on  system 84 

Constitutional  provisions 78 

Financial  results 83 

General  view 77 

Intangible  personality,  low  uniform  rate 

(Uble) x3 

Discussion 10,  X4'-i6 

Methods  of  taxing  certain  classes  of  corpo- 
rations (table) facing  p.  17 

SUte  revenues  from  certain  classes  of  cor- 
porations (table) 6 

SUU  revenues  from  certain  taxes  (Uble)        3 

SUtutory  provisions 78 

Iron  ore,  MinnesoU,  assessment 33»37»45-*49 

Judson.  F.  N..  Missouri,  taxation  ..  xa3nfX3a,X33 


Abstract  of  corporate  taxation  system. . .  aa 

Chid  features xo6 

CommenU  on  system 114 

Oxistitutional  provisions xo8 

Financial  resulu xzj 

General  view xo6 

Methods  of  taxing  certain  classes  of  corpo- 
rations (table) facing  p.  17 

SUU  revenues  from  certain  classes  of  cor- 
porations (table) 6 

StaU  revenues  from  certain  taxes  (table)  3 

Statutory  provisions xo8 
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Land  grants:  Page. 

Minnesota 37 

North  DakoU 60 

Ujl^ting  oomiMuiies: 

Iowa 1 83 

y^wf^y Ill 

MinncsoU *  84,3^ 

Recommendation  of  tax  commission .        38 

Misaouri i2i»  "8 

Nebraska 91 .  97 

North  Dakota 5 » » S  7 » S* 

South  DakoU 65, 70 

I4ncoln.  Nebr.,  assessment 96 

Liquor  tax,  revenue: 

Missouri 23, 130 

Various  States  (Uble) 3 

5m  ciso  particular  State;  Financial 
results. 
IiOanSy corporate.  Pennsylvania  (table). fadns  p.  17 
Local  administration  of  corporate  excess  sys- 
tem unsuccessful 9*41 

Local  assessments  unsatisfactory: 

Minnesota 4Xf  4a 

North  Dakota 69 

Local  revenue,  sources.    Set  Sources  of  rev- 
enue: Separation,  sources  of  state  and  local 
revenue. 
Low  uniform  rate.    See  Personal  property, 

intangible. 
Lump-sum  tax,  Delaware  (table) facing  p.  17 

Nlaine: 

Methods  of  taxing  certain  classes  of  corpo- 
rations (table) facing  p.  17 

State  revenues  from  certain  classes  of  cor- 
porations (table) 6 

State  revenues  from  certain  taxes  (table) .         3 
Manufacturing  and  mercantile  corporations: 

Iowa 8a 

•gaTiaaa Zia 

Minnesota 24  •  3  3 

Corporate  excess  tax  ineffectual .t3>39 

Proposed  system  of  taxation 41 

Missouri lai.  129,  X3S 

Nebraska 9i>98 

North  Dakota 5i»s8 

South  DakoU 65, 70 

Various  SUtes— 

Methods  of  taxing  (Uble) facing  p.  17 

SUte  Uxes  contributed  by  (Uble). . .         6 
Maryland: 

Intangible  personalty,  low  uniform  rate 

(Uble) la 

Discussion 10,  X4-16 

Methods  of  taxing  certain  classes  of  cor- 
porations (table) facing  p.  17 

SUte  revenues  from  certain  classes  of  cor- 
porations (Uble) 6 

SUte  revenues  from  certain  taxes  (Uble) .         3 
MassachusetU:  , 

Corporate  excess  tax 40 

Methods  of  taxing  certain  classes  of  cor- 
porations (Uble) facing  p.  17 

Sute  revenues  from  certain  rlamen  of  cor- 

pwations  (table) 6 

>  SUte  revenues  from  certain  taxes  (Uble).         3 
Mercantile  corporations.    Set  Manufacturing 
and  mercantile  corporations. 


Michigan:  Page. 
Methods  of  taxing  certain  dasses  of  cor- 
porations (Uble) fadag  p.  17 

SUte  revenues  from  certain  classes  of  cor- 
porations (Uble) 6 

SUte  revenues  from  certain  taxes  (Uble) .         3 
Mileage  tax.    See  Route  mileage  Ux;  Wire 

mileage  tax. 
Mining  corporations: 

MinnesoU 33»  35*  37«  45-49 

North  DakoU 58 

See  also  Royalties. 

Mining  property,  MinnesoU,  assessment 45'49 

MinnesoU: 

Abstract  of  corporate  taxation  system ...        19 

Chid  features 34 

CommenU  on  system 35 

Constitutional  provisions 26 

Pinandal  resulU 34 

Greneral  view 24 

Intangible  i>eraanalty,  low  tmiform  rate 

(Uble) la 

Discussion /. xo,  14-16 

Methods  of  taxing  certain  classes  of  cor- 
porations (Uble) facing  p.  17 

Mortgage-registration  tax 13*  37r34*  50 

SUte  revenues  from  certain  classes  of  cor- 
porations (Uble) 6 

SUte  revenues  from  certain  taxes  (Uble) .         3 

SUtutory  provisions 26 

Total  assessments  as  returned  and  equal- 
ized, Z908-1910  (Uble) 43n 

Miscdlaneous  corporations: 

gftn«ag 112 

MinnesoU 94 

Missouri 130 

North  DakoU 58 

South  DakoU 70 

Various  SUtes.  sUte  revenues  derived 

from  (Uble) 6 

Miscellaneous  tax  recdpts.   various  SUtes 

(Uble) 3 

Missouri: 

Abstract  of  corporate  taxation  system. . .        33 

Chid  features 121 

C^nnmenU  on  system 131 

Constitutional  provisions 123 

Financial  results 130 

General  view 121 

Methods  erf  taxing  certain  classes  of  cor- 
porations (Uble) fadng  p.  17 

SUte  revenues  from  certain  classes  of  cor- 
porations (Uble) 6 

SUte  revenues  from  certain  taxes  (Uble) .         3 

SUtutory  provisions xas 

Moneys  and  crediU.    See  Personal  property, 

intangible. 
Mortgage-registration  tax: 

MinnesoU i3> >7«34»50 

New  York iSiS9 

Munidpal  revenue,  sources.    See  Sources  of 
revcnjxe. 

Mavigation  comiMuiies.    5ee  Vessels. 

Nebraska: 

Abstract  of  corporate  taxation  system —        ax 

Chid  features 90 

CommenU  on  system loi 
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Page. 
Nebraska— Continticd. 

Oxutittttianal  proviaions 92»  104 

Financial  results xoo 

General  view, 90 

Methods  of  taxing  certain  classes  of  coipo-  . 

rations  (table) fadng  p.  17 

State  revenues  from  certain  classes  of  cor- 
porations (table) 6 

State  revenues  from  certain  taxes  (table)         j 

Statutory  provisions 93 

New  Hampshire: 

Methods  of  taxing  certain  rlawri*^  of  cospo- 

rations  (table) facing  p.  17 

State  revenues  from  certain  classes  of  cor- 

I>orations  (table) 6 

State  revenues  from  certain  taxes  (taUe)  3 
New  Jersey: 

Methods  of  taxing  certain  classes  of  corpo- 

tians(table) facing  p.  17 

State  revenues  from  certain  classes  of  oor- 

porations  (table) 6 

State  revenues  from  certain  taxes  (table).  3 
New  York: 

Methods  of  taxing  certain  classes  of  coipo- 

rations  (table) facing  p.  17 

Mortgage  recording  tax x5f  50 

"Secured  debts"  law 15 

State  revenues  from  certain  rlassrs  of  cor- 
porations (table) 6 

State  revenues  from  certain  taxes  (table)  3 
North  Dakota: 

Abstract  of  ooiporate  taxation  system. . .  19 

Chief  features 51 

Comments  on  system 60 

Constitutional  provisions 53 

Financial  results 59 

General  view 5x 

Methods  of  taxing  certain  classes  of  corpo* 

rations  (table) facing  p.  17 

State  revenues  from  certain  classes  of  cor- 
porations (table) 6 

State  revenues  from  certain  taxes  (table)  3 

Statutory  provisions 54 

Occupation  fee,  Nebraska.    Sm  Capital-stock 

tax. 
Ohio: 

Methods  of  taxing  certain  classes  of  corx>o- 

rations  (table) facing  p.  17 

State  revenues  from  certain  classes  of  cor- 
porations (table) 6 

State  revenues  from  certain  taxes  (table)         3 
Ore.  Mixmcsota.  assessment 3i»37i4S*49 

Parlor  car  companies.    Stt  Car  companies. 
Passenger  car  companies.    Sm  Car  compo* 

nies. 
Pennsylvania: 

Intangible  personalty,  low  uniform  rate 

(table) IS 

Discussion 10,  t4»x6 

Methods  of  taxing  certain  classes  of  corpo- 
rations (table) facing  p.  17 

State  revenues  from  certain  classes  of 

corporations  (table) 6 

State rcvcniics from  oertatn taxes  (table).        3 


Page. 
Per  cent  of  increase  or  decrease  of  assessments 
and  taxes  resulting  from  taxing  intangible 
personalty  at  a  low  uniform  rate  (table) ...        la 

Discusaon 10, 14-16 

Per  cent  of  State  corporation  taxes  contrib- 
uted  by   certain   classes   of   corporations 

(toble) 7 

Per  cent  of  State  revenue  from  certain  taxes 

(Uble) 4 

Per  cent  of  true  value  assessed.    See  Valua- 
tions. 
Personal  property,  intan^ble,  low  uniform 
rate: 

Advisability xo 

Iowa 10, 12,  i4-x6r  77>  79i  86 

Miimesota xo.  13,  X4-16, 27,  u 

Table  showing  results  by  amounts  and 

percentages xa 

Discussion 10, 14-X6 

Personal  property,  situs.    See  Situs. 
Physical  valuation,  publio-service  corpora- 
tions: 

North  Dakota,  necessity  for 63 

Railroadsr- 

Miimesota 39 

South  DakoU 74 

Pipe  line  companies: 

Kansas no,  xxs 

State  taxes  contributed  by X13 

Nebraska 90>  93*95 

State  taxes  contributed  by xoo 

Power  companies: 

•gaTiaaa XIX 

Mixmcsota,    recommendations    of    Tax 

Commission  38 

Missouri xa8 

Property  tax: 

Extent  of  application  to  certain  classes 
of    corporations,    various    stacs    (U- 

We) facing  p.  X7 

Iowa 77. 78 

Knn^ff X06,  Z08 

Minnesota 94* '^ 

Missouri xai,  125 

Nebraska 9o»93 

North  DakoU 5«.  54 

Revenues  derived  from,  various  States 

(table) 3 

South  DakoU 65,66 

Ssf  also  General  view,  under  particular 
SUte. 
PaUic-service  corporations: 

Kinsas 106. 115-117 

SUte  taxes  contributed  by 113 

IffamesoU 32.36 

Missouri "5 

Nebraska 9o>9Xi97 

North   DakoU,    necessity   for   physical 

valuation 63 

See  also  particular  class. 

Quarry  property.  North  DakoU 58 

land  grants: 

MisnesoU 37 

North  Dokoto 60 
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Railroads:  Page. 

Iowa 7S,T9tSSfS& 

Assessment  increase,  xgoo-xpxe  (table)      87 

State  taxes  contributed  by 83 

Taxed  on  equipment  of  car  companies.  8Xf  83 

Kansas 109 

Histnical 1x5,  zi6,  zx8 

State  taxes  contributed  by 1x3 

Minnesota 24, 25, 37,  aS,  ag 

Constitutional  provisions 36 

Gross  earnings  and  ad  valorem  taxes, 

financial  results  compared 39 

Historical 36 

State  taxes  contributed  by 19,34 

Missouri X3X,  193,  X35->Xa7|  13X 

Constitutional  provisions.  ..as,  123, 133,  X33 

State  taxes  contributed  by 130 

Taxed  on  equipment  ol  car  com- 
panies       z»6 

Nebraska 90r93r94r  xox 

State  taxes  contributed  by xoo 

Teiminal  tax  act 907 103 

North  Dakota 5x, 54, 55 

Assessed  value,  state  levy,  state  tax, 
mileage,  1897,  X90X.  1905. 1910  (table)  ^     6a 

Constitutional  provisions 53 

Historical 60 

Mileage 63, 64 

State  taxes  contributed  by 59, 6x, 6a 

Physical  vahtation.    See  Physical  vahia- 
tion. 

South  DakoU 65,67, 7a,  74, 75 

State  taxes  contributed  by 71 

Valuation,  mileage  and  assessment 
per  mile,  1893, 1900,  X905, 19x0  (table)       75 

Discussion  of 74 

Valuing,  importance  of  definite  rules  for        9 
Various  states: 

Importance  of,  as  source  of  income. . .         5 

Methods  of  taxing  (table) fadng  p.  X7 

SUte  taxes  contributed  by  (Uble) . .         6 
Railways,  street.    See  Street  railways. 
Rate,  low  uniform.    See  Personal  property. 

intangible. 
Rate  of  taxation,  constitutional  limitations: 

Missouri a3, 134, 133,  X33 

Nebraska 9a 

Real  property,  assessment: 

Kansas xx6 

Minnesota 43 

Wisconshi" sales  method" 4a 

See  also  Improvements. 
Receipts  or  earnings  tax: 

Extent  of  application  to  certain  classes  of 

corporstions  (table) fadngp.  x7 

Kansas,  express  companies ia6,  »Z|  1x7 

Mixmesota: 

Ad  valorem  tax,  financial  results  com- 
pared        39 

Extension  of  system  recommended. .       38 

HisUnical 36 

Interarban  electric  lines 3a 

Railroads,  frcigfat  lines,  telephone, 

and  express  companies 34^37,36,37 

Sleeping  car  compaxiite 94»95»3Z»  37^38 

Missouri,  CApiess  companies xax,  xa8 

North  Dakota: 

Car  comjMnies 57 

Railroads 53r6o,6x 


R«:eipts  or  earnings  tax— Continued.  Page. 

South  Dakota,  unconstitutional 73, 75 

See  also  Ad  valorem  method,  change  from 
receipts  or  fatnings  method. 
Recording  tax,  mortgages: 

Mixmesota r3r  a?* 34rSo 

New  York 15, 50 

Reproduction  value,  railroads,  Minnesota 39 

Results,  financial.    See  Financial  results,  un- 
der particular  State. 
•Revenue boards.  S«e Administration;  Assess- 
ment. 
Revenue,  sources  of.    See  Sources  of  revenue. 
Review,  boards  of.    See  Administration;  As- 
sessment. 
Rhode  Isbmd: 

Methods  of  taxing  certain  classes  of  corpo- 
rations (table) facing  p.  17 

State  revenues  from  certain  classes  of  oor- 

porations  (table) 6 

State  revenues  from  certain  taxes  (table)        3 
Road  companies: 

Mixmesota 34,33 

South  Dakota 65, 70 

Route  mileage  tax,  Vermont  (table). .  .fadng  p.  17 

Royalties. Mixmesota 35n,35 

State  revenues  derived  from 35 

See  also  Mining. 

"Sales  method." 

Kansas 1 xx6 

Mixmesota 43,43 

Wisconsin 4a>  43 

"Secured  debU"  law,  New  York 15 

Separation,  sources  of  state  and  local  revenue: 

Iowa,  extent  of 88 

Kansas,  discussed ^ 1x8,1x9 

Minnesota,  partial 44 

IX^er  separation  recommended 45 

Missouri,  recommended X33 

Rejected X34. 135 

Nebraska,  recommended X04 

.Situs,  personal  property,  for  taxation: 

Iowa 8a 

Kansas xxx,  xxa 

Mixmesota 37i33,33 

Nebraska 93,98 

North  Dakota 54,58 

South  Dakota 70 

Sleeping  car  companies.    See  Car  companies. 
Sources  of  information.    See  Bibliography 

on  taxation. 
Sources  of  revenue: 

Iowa 78n,86 

Kansas io7n 

Mixmesota 34, 35n 

Missouri Z33n,  134,  X3s 

Nebraska gxn 

North  Dakota san 

Railroads,  important  as 5 

South  DakoU 66n 

Various  SUtes: 

Cotporations.       classes      compared 

(Uble) 6 

Methods  of  taxing  (Uble) fadng  p.  17 

Taxes.  resulU  compared  (table) 3 

5m  also  Financial  results  under  particular 
SUte;  Personal  property,  intangible; 
Separation,  sources  of  SUU  and  local 
revenue. 
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South  Dakota: 

Abstract  of  corporate  taxation  system ...        30 

Chief  features 65 

Comments  cm  system 72 

Constitutional  provisions 66 

Financial  results 71 

General  view 65 

Methods  of  taxing  certain  classes  of  cor- 

^         porations  (table) facing  p.  17 

State  revenues  from  certain  classes  of 

corporations  (table) 6 

State  revenues  from  certain  taxes  (table) .         3 

Statutory  provisions 66 

State  revenue,  sources.    See  Sources  of  reve- 
nue; Separation,  sources  of  SUte  and  local 
revenue. 
State  tax  oommisBians: 
Iowa 

Permanent  tax  mmmiiwion  recom- 
mended        89 

State  Executive  Council 78 

Temporary  tax  commission  created. .  88, 89 

Kansas 107, 1x5, 116 

Minnesota as 

Missouri — 

Special  tax  commission 133, 134 

State  Board  of  Equalization  .1 laa 

Nebraska,  State  Board  of  EquaUzation 

and  Assessment 9x 

North  Dakota: 

State  Board  of  Equalization 53,53 

Tax  Commission Sa*  53 

South  Dakota: 

State    Board    of    Assessment    and 

Equalization 65,66 

Tax  commissian  recommended 75 

Statutory  provisions  on  taxation.    See  par- 
ticular SUte. 
Steam  railroads.    See  Railroads. 
Stcanlboats.    Sm  Vessels. 
Stodchotders  and  bondholders: 

lo^* 77*83 

Kansas 106,1x3,114,1x9 

MinnesoU J5,33 

Missouri xsa,  139 

Nebraska 91,99 

North  Dakota 53,58 

South  Dakota 65, 70 

Uniform  rate,  low  (table) xs 

Street  railways: 

Iowa 83 

Kansas no,  1x3 

State  taxes  contributed  by 113 

Minnesota 3j 

Recommendations  of  Tax  Conmiis- 

aon 38 

Missouri X3X,  X33,  X3yx37, 133 

State  taxes  contributed  by X30 

Nebraska 91.97 

North  DakoU Si»54»SS»S9 

Assessed  value.  State  tax.  State  levy. 
X897.  X90X.  Z905.  Z9XO  (table) 63 

State  taxes  contributed  by 6x 

South  Dakota 65, 70 

See  also  Ihtenixban  xailroads. 


Tables:  Page. 
A— State  taxes  for    19x0  in  34  States, 
amounts  and  percentages  contrib- 
uted by  specified  taxes 3 

Discussionof 3,5 

B— State  taxes  for  19x0  yi  34  States, 
amounts  and  percentages  contrib- 
uted by  certain  classes  of  corporar 

tions 6 

Discussionof 5 

C— Intangible  personal  property,  results, 
by  amounts  and  percentages,  of 
taxing  at  low  unif onn  rate,  5  States .        Z3 

Discussion  of 10, 14,  x6 

D— Corporate  taxation  systems  in  34 
States,  affecting  railroad,  car.  ex- 
press, telegraph,  telephcme,  and 
manufacturing  corporations,  fadxig  p.  x? 

Discussionof 3,x7 

Iowa,  assessment  of  railroad,  telegraph, 
and  telephone  property,  express  com- 
panies, all  property,  x9oo>x9xo 87 

Kansas,  efforts  to  assess  at  true  value, 
effect  of  administration  by  Tax  Com- 
mission       xx6 

Minnesota,  total  assessments  as  returned 

and  afterwards  equalized.  Z9oa-x9xo. . . .     43n 
Minnesota,  ore,  assessment,  rate  and  levy, 

1906-19x0 49 

North  Dakota,  assessed  values,  state 
taxes,  state  levy,  railroad  mileage,  X897, 

1901, 1905.  X9X0 6s 

South  Dakota,  railroad  property,  total 
valuation,  mileage,  and  assessment  per 

mile.  1895.  »9oo,  X90S,  19x0 75 

Tax  commissions.    See  State  tax  commis- 
sions. 
Tdcsraph  companies: 

Iowa 78, 8x,  86 

Assessment       increase,        1900-X910 

(table) 87 

Historical 86 

State  taxes  contributed  by 83 

Kan^BW xxo,  1x5 

State  taxes  contributed  by 1x3 

Minnesota 34, 35, 38,30,33 

Historical 36 

Reconmiendatlons  of  Tax  Commia- 

sion 38 

State  taxes  contributed  by 34 

Missouri X3t,  133,  X38,  X3X 

State  taxes  contributed  by X30 

Nebraska 90, 93 1 95 

State  taxes  contributed  by xoo 

North  Dakota 51*56, 57, 60, 61 

Assessed  value,  state  tax.  state  levy. 
X897,  X901, 1905, 19Z0  (table) 63 

State  taxes  contributed  by 59>6x 

South  Dakota 65,68 

State  taxes  contributed  by 7X 

Various  SUtes: 

Methods  of  taxing  (table) facing  p.  17 

State  taxes  contributed  by  (Uble) ...         6 
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Telephone  companies:  Page. 

Iowa 78, 8i 

Aaaesament  increase,  1900-19x0  (table)       87 

State  taxes  contributed  by 3 

Kansas 110,115 

States  taxes  contributed  by 113 

Minnesota 34,25,27,29,32 

Historical 36 

States  taxes  contributed  by 34 

Missouri 121,122, 128,  (32 

State  taxes  contributed  by 130 

Nebraska 9o»93>95 

State  taxes  contributed  by xoo 

North  Dakota 51, 56,57,61 

Assessed  value,  state  tax,  state  levy, 
Z897. 190C,  X905,  19x0  (table) 62 

State  taxes  contributed  by 59, 6z 

South  DakoU 65,6t 

State  taxes  contributed  by 71 

Various  State^^ 

Methods  of  taxing  (table) ladng  p.  17 

State  taxes  contributed  by  (table) ...         6 

Terminal  tax  act,  Nebraska 90,  X03 

Tonnage  tax,  Minnesota 34,25,31,37,49 
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LETTERS    OF   TRANSMITTAL 


Department  of  Commerce, 

Office  of  the  Secretary, 

Washington,  September  8,  1914. 
Sir  :  I  have  the  honor  to  transmit  herewith  Part  V  of  a  Report 
of  the  Commissioner  of  Corporations  on  Taxation  of  Corporations, 
said  part  dealing  with  the  systems  of  corporate  taxation  in  the 
States  of  Montana,  Idaho,  Wyoming,  Colorado,  Utah,  Nevada, 
Arizona,  New  Mexico,  Washington,  Oregon,  and  California. 
Very  respectfully, 

E.  F.  Sweet, 

Acting  Secretary. 
The  President. 


Department  of  Commerce, 

Bureau  of  Corporations, 

Washington,  September  8,  1914. 
Sir:  I  have  the  honor  to  transmit  herewith  Part  V  of  a  Report 
on  Taxation  of  Corporations,  made  to  the  President  under  your 
direction,  and  in  accordance  with  the  law  creating  the  Bureau  of 
Corporations.  This  part  deals  with  the  systems  of  corporate 
taxation  in  the  States  of  Montana,  Idaho,  Wyoming,  Colorado, 
Utah,  Nevada,  Arizona,  New  Mexico,  Washington,  Oregon,  and 
California. 

I  desire  to  mention  as  especially  contributing  to  the  preparation 
of  this  report  Mr.  M.  Markham  Flannery  of  this  Btireau. 
Very  respectfully, 

Joseph  E.  Davies, 

Commissioner, 
To  Hon.  William  C.  Redfield, 

Secretary  of  Commerce. 
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LETTER  OF  SUBMITTAL. 


Department  oi?  Commerce, 

Bureau  oi?  Corporations, 

Washington,  September  8,  1914. 

Sir  :  I  have  the  honor  to  submit  herewith  Part  V  of  the  Bureau's 
Report  on  State  Taxation  of  Corporations.  This  part  deals  with 
the  Mountain  and  Pacific  States,  namely,  Montana,  Idaho,  Wyo- 
ming, Colorado,  Utah,  Nevada,  Arizona,  New  Mexico,  Washington, 
Oregon,  and  California.  Parts  I  to  IV,  already  issued,  cover  the 
New  England,  Middle  Atlantic,  Eastern  Central,  and  Western 
Central  groups  of  States.  Part  VI,  the  final  part,  will  cover  the 
Southern  States. 

Part  V,  like  its  predecessors,  is  confined  almost  whoUy  to  a  con- 
cise jexposition  of  facts.  It  compares  the  various  tax  systems, 
including  the  administrative  methods  and  financial  results. 

Administrative  methods  range  from  a  highly  developed  system 
handled  centrally  by  state  o£5cials  appointed  solely  for  that  pur- 
pose, to  an  almost  complete  decentralization. 

California  is  the  only  State  of  this  group  which  separates  the 
sources  of  state  and  local  revenue.  Special  taxes  are  levied  on  all 
corporations  solely  for  state  piuposes,  and  yield  about  76  per  cent 
of  the  state  taxes.  County  and  other  local  revenue  is  raised  prin- 
cipally by  means  of  the  general  property  tax. 

In  191 2  California  collected  more  than  $11 ,000,000  from  corpora- 
tions, an  amotmt  exceeded  only  by  Pennsylvania  and  New  York, 
and  not  approached  by  any  other  State. 

Another  notable  fact  regarding  taxation  in  California  is  the  recent 
change  in  respect  to  mortgaged  property.  Formerly  the  holder  of 
the  mortgage  was  taxed  directly  on  the  value  of  the  mortgage  and 
the  owner  of  the  real  estate  covered  by  the  mortgage  was  allowed 
to  deduct  the  mortgage  debt.  The  present  system  entirely  ex- 
empts the  mortgage  from  taxation  and  allows  no  deduction  on  that 
accotmt  to  the  owner  of  the  mortgaged  real  estate. 
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In  striking  contrast  to  the  use  of  special  taxes  on  corporations 
in  California  is  the  almost  complete  dependence  on  the  general 
property  tax  in  Nevada  and  New  Mexico.  The  remaining  States 
employ  special  taxes  to  a  limited  degree,  as  follows:  A  gross- 
receipts  tax  is  applied  to  railroad  and  express  companies  in  Mon- 
tana, to  express  and  car  companies  in  Washington,  and  to  express 
companies  only  in  Arizona,  Wyoming,  and  Idaho.  Capital-stock 
or  license  taxes  are  applied  to  all  corporations  in  Idaho,  Colorado, 
Utah,  Washington,  Oregon,  and  Arizona. 

A  peculiar  characteristic  in  several  States  of  this  group  where  the 
mining  of  gold,  silver,  lead,  copper,  etc.,  is  a  leading  industry  is  the 
special  method  of  valuing  productive  mining  property.  Thus,  in 
Colorado  the  valuation  of  the  product  of  such  mines  for  taxation 
pmposes  is  based  on  the  value  of  one-half  the  gross  proceeds  plus 
the  entire  value  of  net  proceeds  for  the  preceding  year.  Apparently 
the  reason  for  this  special  method  of  valuation  is  found  in  the  great 
difficulty  of  direct  valuation,  owing  to  the  indefinite  and  variable 
character  of  such  mining  property. 

The  capital-stock  taxes  of  this  group,  unlike  those  of  New 
York,  New  Jersey,  and  Pennsylvania,  are  for  the  most  part  com- 
paratively unimportant  from  the  point  of  view  of  revenue.  They 
are  based  on  authorized  capital  stock,  and  in  legal  view  are  taxes 
on  the  right  to  exist  or  to  do  business  as  a  corporation. 

In  Oregon  and  Washington  the  ordinary  method  of  applying  a 
uniform  state  rate  to  assessed  values  throughout  the  State  is  not 
followed.  Instead  the  total  amount  to  be  raised  for  state  pur- 
poses tmder  the  general  property  tax  is  apportioned  among  the 
several  cotmties  and  these  apportioned  amotmts  are  levied  in  the 
respective  cotmties  on  the  basis  of  the  ratio  which  the  standard  of 
assessed  value  in  each  bears  to  the  full  value  of  property  therein. 
Assessments  of  corporations  by  the  state  central  boards  are 
apportioned  to  the  counties  on  the  same  basis. 

A  noteworthy  feattire  of  the  tax  systems  in  this  group  is  that 
most  of  the  state  constitutions  contain  minute  provisions  regard- 
ing taxation  in  strong  contrast  with  the  constitutions  of  the  North 
Atlantic  States,  in  which  only  a  few  fundamental  principles  are 
laid  down.  Recently  it  was  necessary  in  one  of  the  States  of  this 
group  to  amend  the  constitution  before  the  simple  duty  of  collect- 
ing taxeb  liBttliJ  be  transferred  from  one  comparatively  unimpor- 
tant local  official  to  another. 
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Practically  all  of  the  States  of  this  group  exempt  shares  of  stock 
in  the  hands  of  holders  when  the  property  of  the  corporation  is 
taxed  in  the  State.  Bonds,  however,  are  generally  taxable  to  the 
holders  thereof,  residing  in  the  State,  though  they  are  seldom 
returned  for  taxation. 

The  failure  of  many  state  central  boards  to  annotmce  definitely 

the  methods  used  by  them  in  assessing  corporations  delays  the 

solving  of  the  important  problem  of  correct  corporate  assessment. 

Moreover,  publicity  in  this  matter  is  the  only  means  of  guarding 

against  inaccuracy  and  unfairness. 

Very  respectfully, 

Joseph  E.  Davies, 

Commissioner  of  Corporations, 
The  President, 


TAXATION  OF  CORPORATIONS  IN  THE  MOUNTMN 

AND  PACIFIC  STATES. 


INTRODUCTION. 

^  Purpose  and  Plan. 

This  part  dealing  with  the  taxation  of  corporations  in  the 
Motmtain  and  Pacific  States  as  of  January  i,  191 4,  is  the  fifth  of 
a  series. 

The  piupose  of  this  report,  like  that  of  the  preceding  reports,  is 
to  describe  the  methods  employed  by  each  State  of  the  group  in 
taxing  manufacturing,  mercantile,  transportation,  and  transmis- 
sion corporations,  and  such  securities  as  those  corporations  may 
issue. 

Thie  plan  is  to  describe  each  State's  system  of  taxing  the  classes 
of  corporations  covered  by  giving  first  a  conden^d  general  view. 
This  is  followed  by  a  recital  of  those  constitutional  provisions 
relating  particularly  to  taxation.  Next  is  giveif  a  digest  of  the 
statutes  as  interpreted  by  judicial  decisions  and  as  administered 
by  state  tax  officials.  This  is  followed  by  a  statement  of  the 
financial  results  of  the  tax  system  in  so  far  as  thpy  relate  to  reve* 
nue  for  state  piuposes.  The  digest  of  each  State  is  concluded  by  a 
section  of  comments  dealing  briefly  with  the  more  iihportant  changes 
in  tax  laws  which  took  place  prior  to  the  inauguration  of  the  present 
system,  recommendations  with  respect  to  suggested  changes,  based 
on  reports  or  oral  statements  of  tax  officials,  and  to  some  extent 
deductions  and  comparisons. 

Kinds  of  Taxes. 

Introductions  to  previous  reports  have  shown  in  tabular  form 
what  kinds  of  taxes  are  paid  by  six  important  classes  of  corpora- 
tions in  each  State,  and  how  and  for  what  piupose  each  kind  of>tax 
is  collected.  Table  D,  in  the  introduction  to  Part  IV  of  this  re- 
port, is  especially  interesting  in  this  connection,  as  from  it  can  be 
seen  the  great  lack  of  uniformity  in  the  methods  of  taxation  fol- 
lowed by  the  States  previously  covered.  The  same  character  of 
information  in  the  same  form  is  introduced  here  so  that  an  ex- 
amination of  the  two  tables  affords  a  basis  for  an  adequate  general 
conception  of  the  different  forms  of  taxation  applicable  to  the  six 
classes  of  corporations  of  which  they  treat. 
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4  TAXATION    OF   CORPORATIONS. 

General  Methods. 

In  this  as  in  preceding  reports  three  general  methods  of  taxing 
corporations  have  been  noted.  The  first  consists  in  subjecting 
corporations  to  the  general  property  tax  only,  the  second  in  impos- 
ing special  taxes  in  addition  to  the  general  property  tax,  and  the 
third  in  taxing  selected  classes  of  corporations  by  special  methods 
solely  for  state  pmposes. 

General  Property  Tax. 

Nevada  and  New  Mexico  are  the  only  States  of  this  group  which 
employ  the  first  or  general  property  tax  method.  In  other  words, 
no  distinction  is  made  between  corporations  and  individuals,  and 
all  taxable  property  is  taxed  at  one  rate  for  state,  at  another  for 
county,  and  at  still  others  for  school  and  local  purposes. 

Supplemental  Taxes. 

Eight  States  of  this  group  employ  the  second  method  according 
to  which  corporations  in  addition  to  paying  taxes  similar  to  those 
payable  by  individuals  are  required  to  pay  an  annual  license  or 
other  tax.  In  six  of  these  States  this  method  applies  to  the  six 
classes  of  corporations  treated  in  the  above  table.  Thus,  Idaho, 
Colorado,  Utah,  Oregon,  and  California  impose  on  corporations  an 
additional  license  tax  based  on  authorized  capital  stock.  In 
Idaho,  Utah,  and  California  this  tax  is  based  on  the  full  amount 
of  the  capital  stock  of  both  domestic  and  foreign  corporations; 
in  Colorado  on  the  full  amount  of  capital  stock  of  domestic 
and  on  a  portion  of  the  capital  stock  of  foreign  corporations; 
and  in  Oregon  on  the  full  amotmt  of  the  capital  stock  of  domestic 
corporations  only.  Foreign  corporations  doing  business  in  Oregon 
and  both  foreign  and  domestic  corporations  doing  business  in 
Washington  and  Arizona  are  subject  to  a  flat  tax  or  a  tax  of 
specific  amount  payable  by  all  corporations  alike,  irrespective  of 
the  amount  of  the  capital  stock,  earnings,  or  property.  In  Mon- 
tana several  different  kinds  of  taxes  are  used  to  supplement  the 
general  property  tax,  namely,  railroad  and  express  companies  are 
taxed  on  gross  receipts,  telegraph  companies  on  instrtunents,  and 
telephone  companies  according  to  the  niunber  of  inhabitants  in  the 
city  or  town  wherein  they  operate.  Express  companies  have 
little  property  located  within  the  State  which  can  be  taxed,  and 
are  taxed  in  some  States  in  a  manner  different  from  that  applied 
to  other  companies  specified  in 'the  table.  Thus,  Idaho,  for 
example,  in  addition  to  the  general  property  tax  and  capital-stock 
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tax  above  mentioned,  imposes  a  gross-receipts  tax  on  express 
companies.  Car  companies,  too,  have  only  their  cars  in  many 
States  and  the  amomit  of  taxes  received  from  most  of  such 
companies  is  too  small  to  permit  of  convenient  distribution  to  the 
various  counties.  For  this  reason  in  Arizona,  where  car  com- 
panies are  taxed  on  property,  and  in  Washington  and  California, 
where  they  are  taxed  on  gross  receipts,  all  taxes  paid  by  car 
companies  are  reserved  for  state  purposes. 

Separation  of  Sources. 

CaUfomia,  following  the  lead  of  New  York,  New  Jersey,  Dela- 
ware, Pennsylvania,  Vermont,  and  Connecticut,  furnishes  the  only 
example  of  the  third  or  separation  method  found  in  Uns  group, 
namely,  the  method  by  which  the  taxation  of  selected  subjects  is 
reserved  for  state  purposes,  leaving  the  general  mass  of  property 
to  fmnish  county  and  other  local  tax  revenue. 

In  California  certain  property  of  corporations  is,  in  lieu  of  other 
taxes,  taxed  by  the  State,  and  property  not  specifically  so  reserved 
is  taxed  locally. 

With  respect  to  the  six  classes  of  corporations  named  in  Table  A 
the  operating  property  of  transportation  and  transmission  com- 
panies is  taxed  by  the  State  for  state  purposes  in  amounts  equal 
to  specific  percentages  of  their  gross  receipts,  while  manufac- 
turing companies  are  taxed  at  a  specific  rate  on  the  value  of  their 
franchise.  AU  other  property  of  these  corporations  is  reserved  for 
local  taxation. 

Descriptions  and  tabulations  of  the  kinds  and  purposes  of  taxes 
shown  in  the  introductions  to  this  and  previous  reports  are  for 
convenience  limited  to  selected  classes  of  corporations.  More 
complete  statements  are  given  tmder  the  headings  of  the  several 
States. 

Revenue  from  Corporations. 

Table  B  gives  a  summary  of  statements  published  under  the 
several  sections  of  this  part  which  are  devoted  to  financial  results. 
The  amotmts  appearing  in  the  first  colrnnn  of  the  table,  however, 
are  somewhat  less  than  actual  collections  from  corporations  in 
all  of  the  States  named,  except  California.*  For  California  the 
item  represents  special  taxes  and  exceeds  in  amount  tax  collec- 
tions from  corporations  in  any  other  State,  except  Pennsylvania 

^  The  amount  shown  for  California  does  not  include  the  small  general  property  tax 
temporarily  levied  for  the  Panama-Pacific  Exposition. 
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and  New  York.  In  the  remaining  States  of  Group  V,  none  of 
which  separates  the  sources  of  state  from  local  revenue,  the  amount 
paid  by  corporations  can  not  be  definitely  ascertained  because 
there  are  no  adequate  data  as  to  the  amounts  received  by  the  State 
&x>m  the  local  collection  of  the  general  property  tax  so  far  as  it 
applies  to  corporations.  In  all  of  the  States  covered  in  this  and 
previously  published  reports,  in  which  it  was  possible  to  determine 
definitely  the  total  amount  of  State  as  distinguished  from  local 
taxes  the  ratio  of  taxes  from  corporations  to  all  sources  of  state 
income  from  taxation  usually  exceeded  50  per  cent,  and  probably 
is  not  less  than  that  in  any  State  of  this  grottp. 

TABtS    B.-^ToTXt   STAT9   TaX^,    AS    DiSTINOUISHBD   FROM   LOCAL   TaXBS,    WITH 

Amounts  and  Pbrckntagbs  Contrib^bd  by  Certain  Specified  Sources  of 
Taxation,  for  1912 — Mountain  and  Pacific  Group. 

[This  table  rdatcs  only  to  state  revenue  from  taxation.] 


SUtcs. 


Montana 

Idaho 

Wyoming. . . 

Colorado 

Utah 

Nevada 

Arizona 

New  Mexico. 
Washington. 

Oregon 

CaUforaia. . . 


Taxes  paid 

by  corpo* 

rations. 


^$401,0x5 

2«3f  774 
648,849 
492,109 
3S8»  3«0 
440,  a68 
836, 570 
40S»844 
775.' 650 
,338,843 


General 

property 

taz.a 


$8x9}  49S 
80a,  03X 

398»"S 
X.  3381504 
x»35S>694 

248,157 
468,945 
336,008 

3,486,471 

a, X7S, 108 

« 197. 146 


Inherit- 
ance tax. 


$8,959 

5,035 

3x7 
ao6,S74 
343,800 


x86,33X 

74,269 
1,083,344 


Uqaor 


$56,335 


50,640 
1,500 


306,708 


Miscella- 
neous tax 
receipts. 


$499,8x3 

59,1X9 

95,o6x 

xo4,oox 

34«797 
14,643 


xoi,  139 

X73, 936 

3,343.634 


Total  state 
taxes. 


$x,  659, 385 

1,395,669 

637, «77 

a,  354' X53 

a,X3i,303 

67X,  759 

9x0,7x3 

562,578 

4,386,393 

3,X97'953 

14,863,866 
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Montana 

Idaho 

Wyoming. . . 

Colorado 

Utah 

Nevada 

Arizona 

New  Mexico. 
Washington . 

Oregon 

CaUfomia. . . 


24 

33 
34 

38 

»3 
53 

48 
42 
33 

24 
76 


49 
6a 

63 

57 
64 
37 
52 

S8 
57 
68 


9 
xz 


4 

9 

7 


8 


36 

5 

4 
4 

3 
9 


3 

6 

z6 


xoo 
xoo 
xoo 
xoo 
100 
xoo 
100 
xoo 
xoo 
xoo 
xoo 


a  Excluding  estimated  taxes  paid  by  certain  corporations. 

^Indttdcs  estimate  of  State's  share  of  general  property  tax  collected  locally  firom  all  corporations  for 
vhlch  assessments  are  svaQable. 
e  Delinquent  taxes. 

Table  C  shows  the  state  revenue  derived  from  the  taxation  of 
corporations,  classified  according  to  the  kinds  of  corporations. 
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It  includes  in  such  revenue  the  estimated  amounts  derived  from 
the  general  property  tax  where  adequate  data  are  available.  In 
certain  cases,  particularly  for  manufacttuing  corporations,  data 
are  not  available  as  to  the  amount  of  taxes  paid  for  state  purposes, 
and  the  absence  of  amounts  and  percentages  in  the  table  does  not 
indicate  that  no  revenue  was  derived  from  them.  If  these  amounts 
were  ascertainable,  the  percentages  which  are  based  on  the  amounts 
ascertained  would  be  correspondingly  affected. 

Tabls  C. — SfATn  Taxbs,  as  Distinguished  prom  Local  Taxqs,  with  Piut- 

CBNTAGBS,    CONTRIBUTBD    BY    CERTAIN    ClaSSBS    OF   CORPORATIONS,    FOR    IQZa — 

Mountain  and  Pacific  Group. 


ITbe  absence  of  amotrntB  and  percentases  in  any  cohiinn  does  not  necessarily  indicate  that  no  taxes  are 
paid  for  state  purposes  by  the  classes  of  corporations  nanied  at  the  head  of  sudi  column,  because  it  is 
frequently  impossible  to  separate  such  payments  from  amounts  appearing  under  the  heading  "llisoel- 

.'1 


States. 


Montana 

Idaho 

Wyoming 

Ccdorado 

Utah ^. 

Nevada.. ..r. 

Arizona 

New  Mexico. 
Washington.. 

Oregon 

Caliloniia. . . . 


RaU- 
road 
com- 


^191,489 
6320,443 
*>5aiS3i 

^323,  598 
6938,696 

6aSO»sBi 
6x73,641 
6x56,  Sox 
68x8,487 
633X, xxa 

4»775»7SI 


Car 

com- 


6tx,307 
63,048 
63,836 

6s.«S4 
63,509 

6903 

>.864 

31889 

61,675 

89,363 


Exp 
com- 
panies. 


$x, xso 
3iZ99 
t>5S3 

69,3x4 
6x,  X87 
Not  paid 

(0 

85X 

6,370 

6x9,368 

103,353 


Tde- 

and 

tde- 

idione 

oom- 


6t4.x69 
67*917 
63*083 

6x9,097 

6x4,639 

63, 76X 

(0 

63,848] 
638,  xsi 

650,930 
4«4.fi98 


Manu- 
factur- 
ing 
00m- 


Insur- 
anoe 
com,- 


$136,376 

100,009 

S6, 774 
338, 383 

«4»7S7 
XX,  4x0 

37*493 

37.04a 

336,189 

xxo,67S 


Pinan- 

dal 

00m- 


•"»077 
6»S39 


3>o6o 

3*575 
90,963 
14*878 
X3,o87 

7,6x6 


570,97a  x»  638, 787 


Miscel- 
laneons 


6tx3.954 
Ml  083 
16,786 

53*079 

56*575 
6x76,056 

7>4S8 
X58,x83 

X99.S79 
3*647,090 


Cor- 
pora* 
tion 


t4a*8oo 
Mf094 


1x9*643 


30*909 
33,3x3 
13,898 

5x^489 
54*  79a 


Total 

taxes 

and  fees 

from 


tions. 


8401,015 
4S9»484 

ax3» 774 
648,849 
49S*xo9 
358,3*0 
440*968 
t36,5»o 
1*405*844 

775. 6S0 
a38,84S 


XX 
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48 

34 

9 

9 

JX 

Idaho 

5X 

X 

•3 

9 

XS 

6 

73 

X 

X 

X7 

7 

Colorado 

34 
4Q 

X 
X 

X 

35 

Xi 

8 

33 
x6 

40 

3 

x8 

Utah 

Nevada 

TO 

^0 

X 

3 

0 

8 

7 
6 

AriTOM 

New  Mexico. 

66 

X 

X 

x6 

Washington., 

58 

X 

a3 

XX 

4 

Oregon.. 

43 

3 

X4 

96 

7 

Cafiforaia. . . . 

4a 

X 

X 

5 

X5 

3a 

xoo 
toe 

100 
xoo 
xoo 
xoo 
xoo 
xoo 
xoo 
xoo 
xoo 


•  The  amount  of  taxes  coUccted  from  this  class  of  com  panics  was  not  obtaixuUt»le  for  this  group  of  States. 
6  Includes  general  propexty  tax  estimated  to  have  been  paid  by  corporations. 

«$9,875  collected  from  express, tdephooe, and  telegraph  companies  not  sepamted;  iuGfaKled  in  "Miscel- 
laneous compaxucs"  item. 
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Importance  of  Railway  Taxation. 

In  this,  as  in  the  four  groups  previously  reported  on,  the  most 
important  source  of  revenue  from  the  taxation  of  corporations, 
so  far  as  ascertained,  is  generally  from  raihioads.  In  Wyoming, 
for  example,  where  the  nonascertained  revenues  are  from  classes 
of  corporations  which  are  of  comparatively  small  importance  in 
that  State,  the  revenue  from  raih-oads  in  191 2  was  no  less  than  72 
per  cent  of  the  total  ascertained  revenue  from  corporations.  For 
Colorado,  on  the  other  hand,  raih-oads  furnished  only  34  per  cent 
of  the  ascertained  revenue  from  corporations,  which  was  a  littFe 
less  than  that  contributed  by  insurance  companies. 

Constitutioxial  Restrictions. 

The  constitutions  of  many  States,  particularly  of  the  States  of 
this  group,  contain  numerous  provisions  which  are  not  of  a  ftmda- 
mental  character,  but  which  partake  largely  of  the  nature  of  legis- 
lative acts.  Of  the  States  thus  far  examined  the  most  prominent 
example  of  this  is  found  in  the  constitution  of  California,  which 
provides  in  detail  a  system  of  separating  sotirces  of  state  and  local 
revenue.  For  this  reason  the  constitutional  provisions  relating 
to  taxation  are  given  verbatim. 

Like  legislative  acts  the  constitutional  provisions  of  the  nature 
above  mentioned  are  required  to  be  changed  to  meet  changing 
economic  conditions.  To  illustrate  this,  an  example  or  two  will 
probably  suffice. 

Before  corporate  wealth  became  a  factor  of  first  importance  in 
taxation,  ex  officio  state  boards  composed  of  officials  charged 
mainly  with  important  duties  other  than  those  relating  to  taxation 
may  have  performed  satisfactorily  the  functions  required  of  them, 
but  with  the  necessity  for  greater  centralization  came  a  demand 
for  the  individual  service  of  officials  charged  with  the  administra- 
tion of  centralized  tax  laws.  As  a  barrier  to  the  compliance  with 
such  demands  through  legislative  action  in  practically  every  State 
of  this  group,  stood  constitutional  provisions  creating  boards  of 
equalization  with,  in  most  cases,  very  limited  authority.  The 
constitution  adopted  by  Arizona  was  changed  in  this  respect  by  an 
amendment  submitted  by  the  legislature  during  the  first  year  of 
statehood.  In  another  State  (see  p.  30)  the  constitution  specifi- 
cally provides  that  the  property  of  certain  corporations  shall  be 
assessed  by  one  state  board,  while  the  statute  law  requires  it  to  be 
assessed  by  another. 
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This  is  one  of  the  objections  to  encumbering  constitutions  with 
provisions  containing  other  than  strictly  fundamental  principles, 
a  conclusion  which,  with  respect  to  this  group  of  States,  is  strength- 
ened by  the  fact  that  during  1912  and  1913  the  voters  therein 
were  required  to  act  on  numerous  proposed  constitutional  changes 
covering  a  variety  of  subjects,  ranging  in  importance  from  ques- 
tions involving  practically  an  entire  tax  system  to  such  insignifi- 
cant administrative  details  as  transferring  from  one  county  official 
to  another  the  duty  of  receiving  taxes. 

In  striking  contrast  with  the  lengthy  and  ntunerous  tax  provi- 
sions contained  in  the  constitutions  of  these  States  is  the  absence 
of  a  single  specific  tax  provision  in  the  constitutions  of  Connecticut 
or  Rhode  Island  and  the  following  paragraph  of  less  than  50 
words,  recommended  by  the  National  Tax  Association  as  the  sole 
tax  provision  necessary  to  be  embodied  in  the  constitutions  of 
Arizona  and  New  Mexico: 

"  The  power  of  taxation  shall  never  be  surrendered,  suspended, 
or  contracted  away.  All  taxes  shall  be  uniform  upon  the  same 
class  of  property  within  the  territorial  limits  of  the  authority 
lev3ang  the  tax,  and  shall  be  levied  and  collected  for  public  pur- 
poses only." 


Classification  of  State  Assessing  Boards. 

In  all  of  the  States  covered  by  the  present  and  previously  pub- 
lished parts  of  this  report  the  more  important  classes  of  transporta- 
tion and  transmission  corporations  are  assessed  by  the  State.  This 
assessing  power  is  exercised  in  some  States  by  a  single  official  or  by 
a  board  of  officials  selected,  usually  by  appointment  but  sometimes 
by  popular  vote,  solely  for  the  piupose  of  administering  tax  laws, 
in  others  by  a  single  official  or  by  a  board  of  officials  elected  pri- 
marily for  the  purpose  of  performing  other  duties  and  required  to 
act  ex  officio  in  matters  of  taxation,  and  in  still  others  by  a  board 
composed  partly  of  ex  officio  and  partly  of  selected  members. 

Creative  acts  and  constitutional  provisions  have  named  these 
offices  without  reference  to  the  distinctions  above  noted,  and  for 
convenience  they  may  be  classified  respectively  as  selected  boards 
or  officials,  ex  officio  boards  or  officials,  and  composite  boards. 

The  scope  of  authority  varies.  In  some  States  it  is  limited  to 
the  assessment  of  railroads  and  the  equalization  of  assessments 
between  coimties,  while  in  others,  it  is  extended  to  cover  the  cen- 
tralized administration  of  all  tax  laws.  It  is,  however,  the  distinc- 
tion between  the  kinds  of  state  central  assessing  authority  and 
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the  exercise  of  that  authority  as  it  affects  corporations,  upon 
which  the  above  classification  and  the  following  tables  are  based. 

Ex  Officio  Boards. 

The  exercise  of  original  assessing  power  by  the  old  system  of 
ex  officio  tax  administration  has  been  abandoned  in  all  the  States 
of  the  New  England  and  Eastern  Central  groups.  Of  the  Middle 
Atlantic  group,  it  survives  in  New  York,  Pennsylvania,  and  Dela- 
ware; of  the  Western  Central  group,  in  North  Dakota,  Iowa, 
Nebraska,  and  Missouri;  and  of  the  Mountain  and  Pacific  group, 
in  Montana,  Idaho,  Wyoming,  and  New  Mexico.  The  state  comp- 
troller in  New  York,  the  auditor  general  in  Pennsylvania,  and  the 
state  treasurer  in  Delaware  assess  taxes  to  corporations.  The 
governor,  state  treasurer,  state  auditor,  and  sometimes  additional 
state  officials,  act  as  ex  officio  boards  in  the  other  States  just 
named.  The  New  York  "State  Board  of  Tax  Commissioners," 
composed  of  selected  members,  assesses  only  "  special  franchises  " 
and  these  are  taxed  locally.  Some  classes  of  corporations  in  North 
Dakota  are  assessed  by  the  "  Tax  Commission,"  which  is  composed 
of  selected  members,  but  the  more  important  classes  are  assessed 
by  the  ex  officio  "State  Board  of  Equalization."  In  Montana  a 
board  composed  of  five  ex  officio  and  one  selected  official  has  been 
created  to  take  the  place  of  the  existing  ex  officio  board.  Three 
members  of  the  Public  Utility  Commission,  acting  ex  officio,  form 
the  "  Idaho  Tax  Commission,"  but  this  commission,  without  assess- 
ing power,  performs  certain  other  administrative  duties.  The 
Wyoming  "tax  commissioner,"  a  selected  official,  "appraises"  the 
property  of  certain  classes  of  corporations  but  has  no  power  to 
require  the  assessing  ex  officio  board  to  accept  valuations  deter- 
mined by  him.  Thus,  it  will  be  seen  that  important  duties  are 
still  performed  ex  officio  in  some  States  which  have  selected  tax 
boards  or  officials. 
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Table  D. — States  (Covered  by  Parts  I  to  V,  Inclusive),  Wherein  Corporations 
ARE  Assessed  by  an  Bx  Ofpicio  State  Board  (or  Officer),  Title  of  Board, 
Number  of  Members,  Kinds  of  Taxes,  and  Classes  of  Corporations  As- 
sessed. 


Statr. 

Title. 

No. 
of 

bers. 

Kinds  of  taxes  and  classes  of  corporations  assessed  by 
state  board  or  officer. 

New  York" 

Comptroller 

1 

State  franchise  tax  on  capital  stock,  state  sross-eammffs 

tax  on  transportation  and  transmission  companies,  and 
state  gross  earnings  and  dividend  tax  on  water,  light, 
and  power  mmpanics. 

Pemisylvania. . . 

Auditor  General 

X 

Sute  capital-stock  tax,  and  state  groas-recdpts  tax  on 
transportation,  transmission,  and  dectric  light  com- 
pamcs.  corporate  loan  tax,  and  production  tax  on  an- 
thracite coal. 

fState  treasurer 

X 

State  mileage  tax  on  telegraph  and  telephone  companies. 

Delaware 

state  gross-receipts  tax  on  express,  heat,  Ught,  and 
power  compamcs. 

[Secretary  of  state 

X 

State  franchise  tax  on  capital  stock,  etc. 

NorthDakoUfr. 

StaU  Board  of  Bqual- 

5 

General  property  tax  on  steam,  street,  and  interurban 

izatiQa.e 

railroad,  express,  car,  telegraph,  and  telephone  com- 
panies. 

Iowa 

State  Executive  Coun- 

4 

Genera!  property  tax  on  steam  and  intenirban  railroad. 

ca.» 

express,  telegraph,  telephone,  and  freight-car  companies. 

Nebraska 

state  Board  of  Equal- 

5 

General  property  tax  on  steam  railroad,  car,  and  freight 

ization  and  Assess- 

line, and  state  gross-earnings  tax  on  express  companies. 

ment. « 

State  Board  of  Equal- 

5 

Genera!  property  tax  on  steam  and  street  railroad,  car. 

llissoari 

ization./ 

telegraph,  telephone,  and  bridge  compames. 

State  auditor 

X 

State  gross-receipts  tax  on  express  companies. 

Moatanaa 

State  Board  of  Equal- 

S 

General  property  tax  on  intercounty  steam  railroad  com- 

ization./ 

panies. 

rSUte  Board  of  Equal- 

5 

General  property  tax  on  railroad,  telegraph,  telephone. 

Idaho  Jk 

1    ization./ 

[  Idaho  Tax  Commis- 

3 

sion.* 

Wyoming  i 

State  Board  of  Equal- 

3 

General  property  tax  on  railroad,  telegraph,  telephone. 

ization./ 

car,  and  groM  proceeds  of  mining  companies;  state 
gross-receipts  tax  of  express  companies. 

New  Mexico 

do.» 

e 

General  property  tax  on  railroad,  telegraph,  telephone. 

express,  and  sleepmg-car  companies. 

'  of  agriculture  and  labor, 
ler  of  public  lands  and  build- 


A  "  Special  franchises  '*  are  assessed  by  a  selected  board.    (See  Table  F,  p:  14.) 

^  Certain  corporations  are  assessed  by  a  tax  commission. 

c  The  governor,  state  auditor,  state  treasurer,  attorney  general,  and 

'  Governor,  secretary  of  state,  state  auditor,  and  state  treasurer. 

'  Governor,  secretary  of  state,  state  auditor,  state  treasurer,  and 
ings. 

/  Governor,  state  auditor,  state  treasurer,  secretary  of  state,  and  attorney  general. 

g  Beginning  in  19x5  the  State  Tax  Commission,  consisting  of  the  five  officials  of  the  State  Board  of  Equali- 
zation and  a  state  tax  commissioner  appointed  for  a  term  of  six  years,  will  assess  intercounty  pubHc-servioe 
and  public-utility  companies,  except  railroads. 

*  Idaho  has  a  tax  commission,  but  the  commission  has  no  assessing  powers.  The  members  of  the  Public 
Utilities  Commission  constitute  the  Idaho  Tax  Commission. 

*  Wyoming  has  a  tax  commissioner,  but  his  appraisements  are  advisory  only. 
/Secretary  of  state,  state  auditor,  and  state  treasurer. 

*  Governor,  state  auditor,  traveling  state  auditor,  secretary  of  state,  and  attorney  generaL 
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Composite  Boards. 

Composite  boards  have  important  assessing  powers  in  Con- 
necticut, Indiana,  Illinois,  Michigan,  Oregon,  and  California. 

In  Coimecticut  the  "tax  commissioner"  is  the  selected  and 
hnportant  member  of  the  State  Board  of  EquaUzation,  com- 
posed of  three  members.  The  State  Board  of  Tax  Commis- 
sioners of  Indiana  is  composed  of  three  selected  and  two  ex 
officio  members.  The  Illinois  State  Board  of  Equalization  is 
composed  of  25  selected  and  one  ex  officio  member.  In  Michigan 
three  selected  members,  with  the  governor  as  ex  officio  chairman, 
form  the  State  Board  of  Assessors.  The  State  Tax  Commission 
of  Oregon  is  composed  of  two  selected  and  three  ex  officio  mem- 
bers. Five  members,  four  selected  and  one  ex  officio,  form  the 
California  State  Board  of  Equalization.  The  selected  members  of 
these  boards  are  chosen  by  popular  vote  in  Illinois  and  California. 
In  Oregon  they  are  appointed  by  the  governor,  secretary  of  state, 
and  state  treasurer,  and  in  the  remaining  States  they  are  appointed 
by  the  governor. 

Taslb  E. — States  (Covered  by  Parts  I  to  V,  Inci^usfve),  Wherein  Corpora- 
tions ARE  Assessed  by  a  Composite  State  Board,  Title  op  Board,  Number 
OP  Members,  Kinds  op  Taxes,  and  Ci«asses  op  Corporations  Assessed. 


Tide. 

Ex 
offici 
mem- 
bers. 

Selected  members. 

Kinds  of  taxes  and  classes  of  cor- 
porations assessed  by  state 
board. 

state. 

Num- 
ber. 

How  choficn. 

Term 

of 
years. 

Connecticut.. 
Illinois 

Board  of  Eqtiali- 
zatioa.a 

State    Board    of 
Tax      Commis- 
sioners, b 

SUte     Board     of 
Equalization,  e 

9 
I 

I 

3 

as 

Governor 

do 

Elected 

4 
4 
4 

Special  state  taxes  on  steam  and 
electric  railroad,  telegraph,  tde- 
phone,  express,  and  car  com- 
panics  and  savings  banks ;  values 
other  banks  and  insurance  com- 
panies. 

General  property  tax  on  steam  and 
street  railroad,  tdegraph.  tele- 
phone, express,  passenger  car, 
and  intercoonty  pipe-line  com- 
panies, and  special  state  tax  on 
freight-car  companies. 

Corporate  excess  tax  on  all  domes- 

facturing,  mining,  and  news- 
paper, and  general  property  tax 
on  steam  and  street  railroad 
companies. 

a  Comptroller  and  treasurer  ex  officio  members. 

b  Secretary  of  state  and  auditor  of  state  ex  officio  members. 

»  Auditor  of  public  accounts  ex  officio  member. 
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Tablb  E. — Statbs  (Covbrsd  by  Parts  I  to  V,  Inclusivb),  Whbrbin  Corpora- 
tions ARE  AssBSSBD  BY  A  CoMPOsiTB  Statb  Board,  btc. — Continued. 


Title. 

officio 
nieni' 
bers. 

X 

3 

X 

Selected  members. 

Kinds  of  taxes  and  classes  of  cor 
porationa  assessed  by  state 
board. 

State. 

Num- 
ber. 

How  diosen. 

Term 

of 
years. 

Michigan 

Orescni 

CaUfomia 

State     Board     of 
Asseasors.o 

State   Tax   Com- 
mission.^ 

State     Board    of 
Equalization,  c 

3 

2 

4 

Governor 

Governor,  sec- 
retary state, 
and  state 
treasurer. 

Elected 

6 

4 

4 

State  property  tax  on  railroad, 
telegraph,  telephone,  express, 
and  car  companies. 

General  property  tax  on  practi- 
cally all  public-service  corpora- 
tions. 

State  gross^eceipts  taxesof  pubUo- 
service  corporations  and  state 
franchise  taxes  on  all  other  cor- 
porations. 

a  Governor  ex  officio  member. 

b  Governor,  secretary  of  state,  and  state  treasurer,  ex  officio  members. 

«  State  controller  ex  officio  member. 

Selected  Boards. 

In  Vermont  and  Massachusetts  single  selected  officials  assess 
the  more  important  classes  of  corporations.  Similar  authority 
is  granted  selected  boards  in  all  of  the  remaining  States  named 
in  the  following  table,  except  in  North  Dakota.  In  this  State, 
as  has  been  previously  shown,  the  more  important  corporations 
are  assessed  by  the  ex  officio  State  Board  of  Equalization. 

Members  of  the  state  board  are  selected  in  Maine  by  the  legis- 
lature, in  New  Hampshire  by  the  supreme  court,  in  Arizona  by 
popular  vote,  in  Colorado  by  the  governor  and  state  treasurer, 
and  in  all  of  the  remaining  States  shown  in  the  table,  by  the 
governor.  The  terms  of  office  vary  in  the  different  States  from 
two  to  six  years,  and  are  so  arranged  that  two  members  familiar 
with  official  duties  and  practices  will  at  all  times  be  in  office. 
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TablbF.— States  (Covered  BY  Parts  I  toV,  Inclusivb),  Wuerhin  Corporatioks 
ARE  Assessed  by  a  Selected  State  Board  (or  Ofhcbr),  Title  op  Boakd, 
Number  op  Members,  Kinds  or  Taxes,  and  Classes  of  Corporations  Assessed. 


Ifaine. SUtc    Board     ol     LcgiiUti 


New  Hunpshire 


StaUB<ianlofT& 


Spsial  itau  tua  a 


telephone  c 

Corponite  ciceia  Ux  en  pnctiatUy  aO 

coTpontiana  and  spcciaJ  state  toxei  oo 


focturinff  and  other  corporatiofu  ooC 
ipecully  tMxoj. 
Values  [at  local  tixatloo  apecial  fno- 
chiaes,  1.  e.,  riEht  ol  a  publk-«eivitc 
le  luc  of  the  cmbilc 


9  tailiDad  propcTty  tax,  K^acU 


n  corpontiooa 


Males  penana]  prop 
(corpccatc  fxcvss)  of  all  domestic  cia^ 
porationa,  except  Btvam  roilroeda;  do- 
tenuines  vtate  cron-rrcejpts  tax  of 
atcun  raitroodi,  tdeiiaph,  tdepbooe. 
ar,  pipe  lioei,  and 


li^tcomponiea. 

wrvlc«  corponllom;  u 
ffToas-camiiiBataT  on  ftcam,  street,  and 
electric  railroad  companies  and  iroi^ 
renipta  t«ia  on  opteu.  tektraph, 
ttlepbooe,  Uiht.  and  water  comp*- 
niet,  and  the  Kate  apital-atock  t*s 
ai   car,   manDfacturioE,  mercantile 


other  corporatioas. 
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TABLSF.--^ArBs(CovSKBDBYPAitTS  I  TO  V,InC[.usivs),Whsxsik  Corporations 
AXS  AssBSSSD  BY  A  Sm.BCTBD  Statp  Boakd,  btc. — Continued. 


North  Dakota.. 


Nend*  Tnc  Con- 


state Baud  of  Tex 


State   Tu  Cora- 


i 

M 

lions  aBeuKl  by  .UU  bo«d  or  otidal. 

(tate  property  l«  tn  teknnpb  «bi- 

paaiei. 

lened  by  an  ex  offido  board. 

Cacnl  property  tax  ca  railroMl.  ot- 

prm.  tdtjnph,  tdephoce.  and  •Im- 

GcDcral  property  tax  oa  Ittam.  inter- 

urban,  and  (treet  railcowl.  car,  ex- 

Idunc.  and  pipe  line  nnnpanlet:  and 

panics. 

Gmiral  property  tax  on  raOwtly.  tek- 

imph.ldephone.car.eipreM,  power, 

pipe  line,  water,  ttteet  railway,  laa 

puldioeervice  corporatiaai  and  net 

railway.  Iranian,  car,  telecnph,  t«k- 

phone,    exprca.    water,    tight    and 

Coeral  property  tax  on  railroad,  ttnct 

r>llw.y.  tdeinph.  and  cable;  Rate 

«ra;*,  telephone.  Bad  car  companis; 

comp«ua. 

Necessity  for  Publicity. 

The  necessity  for  giving  broad  discretionary  power  to  state  cen- 
tral assessing  bodies  is  recognized,  even  in  many  States  where  a 
specific  plan  for  assessing  corporations  is  first  provided  in  the 
statute.  It  is  also  true  that  the  statutes  of  many  States  have  been 
so  judicially  interpreted  that  the  assessing  body  may  legally  refuse 
to  reveal  the  method  by  which  valuations  for  taxation  piuposes 
are  determined.  As  stated  in  the  introduction  to  a  previous  part 
of  this  report  (Part  IV,  p.  9),  no  exact  rule  is  employed  in  many 
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States  with  respect  to  the  valuation  of  certain  property  of  corpora- 
tions for  taxation  purposes.  Some  States,  however,  announce  the 
method  used,  and  in  one  State  of  the  present  group  (Nevada)  the 
entire  proceedings  of  the  assessing  board,  showing  the  discussions 
and  actual  figures  determined  for  each  corporation  assessed  by  it, 
are  published.  Without  reference  to  the  merits  or  demerits  of 
the  method  used,  the  frank  publicity  in  this  State  must  be  com- 
mended. While  the  publication  of  such  data  may  lead  to  some 
criticism  and,  perhaps,  to  litigation,  nevertheless  both  should 
tend  to  aid  in  solving  the  problem  of  corporate  assessment  and 
finally  result  in  definite  and  acceptable  rules.  Publicity  in  this 
manner  is  the  best  means  of  eUminating  inaccuracy,  unfairness, 
and  suspicion. 


ABSTRACT  BY  STATES- 

Montana. 

Approximately  24  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  Montana  was  paid  in  191 2  by  certain  corporations. 
Taxes  paid  by  other  corporations  can  not  be  estimated. 

Montana  has  less  centralization  of  administration  of  tax  laws 
than  any  State  in  this  group.  The  legislature  in  1913,  however, 
created  a  permanent  State  Tax  Commission  which,  beginning  with 
191 5,  is  directed  to  assess  the  property  of  practically  all  public- 
service  corporations  and  to  supervise  the  tax  system  of  the  State. 

Transportation,  transmission,  mercantile,  and  manufacttuing 
companies  pay  locally  the  general  property  tax  for  state  and  local 
purposes. 

Operating  property  of  steam  railroads  is  assessed  by  the  State 
Board  of  Equalization.  All  other  property  is  assessed  by  coimty  as- 
sessors. In  addition  to  the  general  property  tax  certain  classes  of 
corporations  are  required  to  pay  the  following,  which  are  in  the 
nature  of  license  or  corporation  taxes : 

Railroad  and  express  companies  pay  to  the  State  for  state  pur- 
poses a  graduated  tax  based  on  the  amotmt  of  quarterly  intrastate 
gross  receipts.  Telegraph  companies  pay  to  the  counties  for  state 
and  local  pinposes  a  tax  or  license  fee  based  upon  the  niunber  of 
instnunents  used  in  each  cotmty .  Telephone,  street-railway /water, 
gas,  and  electric  light  and  power  companies  pay  to  the  county 
for  state  and  county  pinposes  licenses  graduated  according  to 
the  number  of  inhabitants  in  the  city  or  town  in  which  they 
operate. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately 
as  follows:  General  property  tax,  $819,498;  from  certain  corpora- 
tions, $401,015;  inheritance  taxes,  $8,959;  miscellaneous  receipts, 
$429,813.  Of  the  $401,015  received  from  corporations,  48  per 
cent  was  from  railroad  companies,  34  per  cent  from  insiurance 
companies,  1 1  per  cent  from  corporation  fees,  and  3  per  cent  from 
financial  companies. 

Idaho. 

State,  as  distinguished  from  local,  revenue  from  taxation  was 
approximately  $1,300,000  in  191 2.     Of   this   amount   about  33 
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per  cent  was  from  certain  corporations.  Taxes  paid  by  other 
corporations  can  not  be  estimated. 

In  the  assessment  of  the  general  property  tax  Idaho  recently 
adopted  the  system  of  full  valuation  in  place  of  fractional  valu- 
ation. 

The  general  property  tax  in  Idaho  is  supplemented  by  a  gradu- 
ated aimual  license  tax  based  on  the  authorized  capital  stock  of  all 
corporations  and  a  gross-receipts  tax  appUcable  to  express  com- 
panies. 

An  ex  officio  state  central  board  assesses  the  operating  property 
of  raihoad,  telegraph,  telephone,  electric-current  transmission,  and 
car  companies  and  apportions  its  assessments  to  the  respective 
counties  on  a  mileage  basis. 

The  1 91 3  legislature  created  a  PubUc  Utilities  Commission  of 
three  members,  appointed  by  the  governor  for  terms  of  six  years, 
and  also  a  tax  commission,  to  be  known  as  the  "Idaho  Tax  Com- 
mission,*' which  is  composed  of  the  members  of  the  Public  Utilities 
Commission,  acting  ex  officio.  The  powers  and  duties  given  to 
the  tax  commission  include  the  following :  To  supervise  and  enforce 
all  tax  laws  and  to  oversee  all  boards  and  officers  having  duties 
tmder  the  revenue  laws ;  to  prescribe  a  imif orm  system  of  procedure 
in  the  assessment  of  property  and  in  the  levy,  collection,  appor- 
tiomnent,  and  distribution  of  taxes,  and  to  prepare  all  blanks 
required  by  the  revenue  laws;  to  inspect  all  of  the  property  and 
accounts  of  any  business  for  determining  its  value;  and  to  investi- 
gate the  revenue  laws  of  Idaho  and  other  States,  and  report 
biennially  to  the  governor  such  recommendations  for  changes  as 
the  commission  may  deem  expedient. 

The  largest  items  of  state  revenue  in  1 9 1 2  were  from  railroads, 
about  $220,000;  insurance  companies,  about  $100,000;  and  tele- 
graph, telephone,  and  express  companies,  about  $11,000. 

Wyoming, 

The  total  state,  as  distinguished  from  local,  revenue  from  tax- 
ation in  191 2  was  approximately  $637,000.  Of  this  amount  about 
34  per  cent  was  from  certain  corporations.  Taxes  paid  by  other 
corporations  can  not  be  estimated. 

Except  as  to  express  companies  Wyoming  taxes,  mercantile, 
manufacturing,  transportation,  and  transmission  companies  imder 
the  general  property  tax. 

A  central  state  board  assesses  the  operating  property  of  railroad, 
telegraph,  telephone,  and  car  companies,  the  gross  receipts  of 
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express  companies,  and  the  gross  product  of  mines.     All  other 
property  is  assessed  locally. 

The  commissioner  of  taxation,  who  is  appointed  by  the  governor 
for  a  term  of  years,  is  given  very  large  supervisory  and  directive 
authority  over  local  assessors,  with  power  to  remove  them  and 
change  their  assessments  upon  his  own  initiative.  He  is  required 
to  appraise  the  value  of  all  property  owned  by  companies  assessed 
by  the  State  Board  of  Equalization,  but  has  no  authority  over 
assessments  made  by  it.  The  State's  share  of  taxes  collected  in 
191 2  was  approximately  as  follows:  From  railroads,  $152,500; 
car  companies,  $3,000;  express  companies,  $1,553;  telegraph  and 
telephone  companies,  $3,082;  insurance  companies,  $36,774;  from 
certain  other  corporations,  $16,786;  and  from  general  property, 

$398,125. 

Colorado. 

State,  as  distinguished  from  local,  revenue  from  taxation  was  a 
little  more  than  $2,350,000  in  191 2.  Approximately  28  per  cent  of 
this  was  from  corporations  assessed  by  the  State.  Taxes  paid  on 
corporate  property  assessed  locally  can  not  be  estimated.  Colo- 
rado depends  almost  wholly  on  the  general  property  tax.  The 
only  tax  solely  for  state  purposes  is  the  "annual  state  corpora- 
tion license  tax  "  levied  at  the  rate  of  2  cents  upon  each  $1 ,000  of 
authorized  capital  stock  of  domestic  corporations.  Foreign  cor- 
porations pay  this  tax  upon  the  proportion  of  authorized  capital 
stock  represented  by  property  located  in  and  employed  in  the  State. 
From  this  soiu-ce  Colorado  receives  annually  about  $53,000. 

There  is  a  law  in  Colorado  under  which  the  corporate  excess  of 
both  '*  individuals ' '  and  corporations  may  be  taxed.  A  law  similar 
to  this  has  been  on  the  statute  books  of  Minnesota  for  a  niunber 
of  years,  but  has  become  inoperative.  This  law  is  applied  in  Colo- 
rado to  some  corporations,  but  is  of  course  inoperative  as  to 
individuals. 

The  property  of  railway,  telegraph,  telephone,  car,  express, 
power,  pipe-line,  water,  street-railway,  gas-lighting,  heating,  also 
other  classes  of  companies  having  a  continuity  of  business  in  two 
or  more  counties,  is  assessed  by  a  state  central  body  known  as  the 
State  Tax  Commission.  This  commission  also  has  general  super- 
vision over  the  administration  of  the  tax  laws  of  the  State. 

The  State's  share  of  the  taxes  collected  in  191 2  was  approxi- 
mately as  follows:  From  general  property  (including  some  corporate 
property),  $1,338,500;  railroads,  $223,000;  insurance  companies, 
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$228,000;  telegraph  and  telephone  companies,  $19,100;  car  com- 
panies, $3,800;  express  companies,  $2,300;  miscellaneous  compa- 
nies, $53,000;  corporation  fees,  $120,000;  inheritance  taxes, 
$206,574;  liquor  taxes,  $56,000;  miscellaneous  tax  receipts, 
$104,000. 

Utah. 

State,  as  distinguished  from  local,  revenue  in  Utah  amounted 
approximately  to  $2,121,000  in  ,1912.  Of  this,  corporations  as- 
sessed by  the  State  paid  about  $492,000,  or  about  23  per  cent. 

All  property  of  manufacturing,  mercantile,  transportation,  and 
transmission  corporations  is  subject  to  the  general  property  tax 
for  state  and  local  purposes.  Property  used  in  or  incidental  to 
the  business  of  each  public-service  corporation  operated  in  more 
than  one  coimty  in  the  State,  and  certain  property  of  mining 
companies  is  assessed  by  a  state  central  board.  The  only  tax, 
solely  for  state  purposes,  payable  by  the  classes  of  corporations 
just  mentioned  is  a  small  graduated  tax  based  on  the  full  amotmt 
of  the  authorized  capital  stock. 

The  constitution  of  Utah  requires  "franchises"  to  be  taxed  as 
property.  The  term  "franchise"  has  been  interpreted  to  mean 
the  right  to  use  public  roads,  etc.,  and  is  applied  to  all  public- 
service  corporations.  The  right  to  exist  as  a  corporation  is  taxed 
under  the  capital-stock  tax,  so  that  both  kinds  of  franchises  are 
taxed  in  Utah,  namely,  one  as  property  imder  the  general  prop- 
erty tax,  and  the  other  as  privilege  imder  the  caoital-stock  or 
license-fee  tax. 

The  largest  items  of  state,  as  distinguished  from  local,  revenue 
from  taxation  in  191 2  were:  General  property,  about  $1,352,000, 
or  64  per  cent;  certain  classes  of  corporations,  $492,100,  or  23  per 
cent;  inheritances,  $242,800,  or  1 1  per  cent.  Of  the  State's  share 
of  taxes  from  corporations  (about  $492,100),  approximately 
$239,000  is  from  railroad  companies,  $64,750  from  insurance  com- 
panies, $14,640  from  telegraph  and  telephone  companies,  and 
about  $164,000  from  certain  other  classes  of  corporations. 

Nevada. 

State,  as  distinguished  from  local,  revenue  from  taxation  was 
approximately  $672,000  in  191 2.  About  53  per  cent,  or  $358,000, 
was  from  certain  classes  of  corporations,  namely,  railroads,  mining, 
telegraph,  passenger-car,  express,  insurance  companies,  and  bank 
licenses  and  corporation  fees.  Taxes  paid  by  other  corporations 
can  not  be  estimated.     Prior  to  the  establishment  of  a  state  tax 
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commission  in  19 13  there  was  no  equalization  of  assessments  as 
between  counties.  The  law  creating  the  commission  is  exceptional 
in  that  it  gives  the  Tax  Commission  authority  to  assess  the  prop- 
erty of  corporations  or  any  other  property  which  in  its  judgment 
may  be  more  uniformly  assessed  by  it  than  by  the  various  county 
assessors,  and,  in  that  imless  legislation  is  enacted  to  the  contrary 
this  law  expires  by  limitation  February  15,  191 7. 

All  property  of  domestic  and  foreign  corporations  located  in 
Nevada  except  mining  companies  is  subject  to  the  general  property 
tax  for  state  and  local  purposes.  Mining  companies  are  assessed 
on  the  net  proceeds  of  mines  and  on  surface  improvements. 
Valuations  foimd  by  the  Public  Service  Commission  are  used  very 
largely  as  a  guide  in  assessing  property  belonging  to  public-service 
corporations  in  Nevada. 

Of  the  State's  share  of  taxes  from  all  corporations,  amounting 
to  about  $358,000,  approximately  $250,600,  or  70  per  cent,  was  from 
railroads;  $11,400,  or  3  per  cent,  from  insurance  companies;  and 
$56,000,  or  16  per  cent,  from  miscellaneous  companies. 

Arizona. 

The  total  state,  as  distinguished  from  local,  taxes  in  191 2  were 
a  little  more  than  $910,000.  Of  this  amount  approximately  48 
per  cent  was  from  corporations  assessed  by  the  State. 

Arizona  has  a  very  large  degree  of  centralized  administration  of 
tax  laws. 

The  State  Tax  Commission  has  broad  supervisory  and  directive 
powers  over  assessors  and  county  boards  of  equalization  with  au- 
thority to  direct  assessors  to  raise  or  lower  the  value  of  property, 
and  it  is  made  the  duty  of  the  assessor,  tmder  prescribed  penalty,  to 
comply  with  the  order  of  the  Tax  Commission.  The  commission 
also  superintends  the  enforcement  of  the  inheritance  tax  and 
assesses  the  property  of  railroad,  telegraph,  telephone,  express, 
car,  and  mining  companies. 

The  largest  items  of  revenue  from  taxation  in  191 2  were  from  the 
general  property  tax,  other  than  from  corporations,  $469,000; 
railroads,  $172,000;  and  insiu-ance  companies,  about  $37,500. 

New  Mexico. 

The  total  state,  as  distinguished  from  local,  revenue  from  taxa- 
tion in  191 2  was  approximately  $562,500.  Of  this  amount  42  per 
cent  was  from  corporations  assessed  by  the  State.  Taxes  paid  by 
other  corporations  can  not  be  estimated. 
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With  remarkably  few  exceptions,  such  as  the  taxation  of  in- 
surance companies  on  premitmis  received,  New  Mexico  depends 
entirely  on  the  general  property  tax. 

The  central  state  board  assesses  and  apportions  for  taxation 
purposes  the  property  of  railroad,  telegraph,  telephone,  express, 
and  sleeping-car  companies.  In  New  Mexico  property  is  by 
statute  assessed  at  one-third  of  its  actual  value. 

The  items  of  state,  as  distinguished  from  local,  revenue  from 
taxation  in  191 2  were:  General  property,  about  $326,000,  or  58 
per  cent;  certain  classes  of  corporations,  $236,500,  or  42  per  cent. 
Of  the  State's  share  of  taxes  from  corporations,  railroads  con- 
tributed $156,800,  or  66  per  cent;  insiu^ance  companies,  $37,000, 
or  16  per  cent;  and  financial  companies,  $14,800,  or  6  per  cent. 
Corporation  fees  amounted  to  $13,828,  or  6  per  cent. 

Washington. 

State,  as  distinguished  from  local,  revenue  from  taxation  was  in 
191 2  approximately  $4,386,000.  Abotit  32  per  cent  of  this  was 
from  corporations  assessed  by  the  State.  The  amoimt  of  taxes 
paid  by  other  corporations  can  not  be  estimated. 

All  property,  whether  belonging  to  corporations  or  to  indi- 
viduals, tmless  exempt,  is  subject  to  the  general  property  tax  paid 
locally  for  state  and  local  piuposes.  Like  Oregon,  Washington 
employs  a  method  of  equalization  diflFerent  from  that  commonly 
employed  by  other  States.  The  State  Board  of  Equalization, 
composed  of  the  state  auditor,  commissioner  of  public  lands,  and 
the  three  members  of  the  State  Board  of  Tax  Commissioners, 
equalizes  the  value  of  the  operating  property  of  railroad,  street 
raih-oad,  and  telegraph  companies  at  the  same  relative  proportion 
of  its  actual  value  as  the  general  mass  of  property  is  equalized 
by  county  boards.  After  determining  this  proportion  for  each 
coimty  the  general  average  for  the  entire  State  is  computed.  The 
amount  required  to  meet  the  legislative  appropriations  is  then 
levied  upon  the  coimties  in  that  proportion  which  the  value  of 
the  property  in  each  county,  as  raised  or  reduced  to  the  general 
average,  bears  to  the  total  assessed  value  in  the  State.  Thus, 
the  State's  share  of  the  general  property  tax  is  levied  upon  each 
coimty  at  a  fixed  siun,  and  the  rate  required  to  produce  it  is  deter- 
mined by  the  county  auditor  upon  the  basis  of  values  which  have 
been  equalized  by  the  county  board,  plus  the  values  of  the  prop- 
erty of  railroads  and  other  public-service  corporations  apportioned 
to  the  county  by  the  tax  commissioners  as  above  described. 
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The  operating  property  of  all  railroad  and  telegraph  companies  is 
assessed  by  the  State  Board  of  Tax  Commissioners.  All  other 
property  is  assessed  locally  and  in  the  same  manner  as  the  prop- 
erty of  individuals. 

Washington  has  fractional  valuation  of  property  for  assessment 
purposes,  namely,  one-half  of  actual  value. 

In  addition  to  the  general  property  tax,  all  domestic  and  foreign 
mercantile,  manufacturing,  transportation,  and  transmission  cor- 
porations are  subject  to  a  small  annual  license  tax  of  $15  payable 
to  the  State  for  state  purposes.  Express  and  freight-car  com- 
panies are  subject  to  a  further  tax  based  on  intrastate  gross  re- 
ceipts. These  two  classes  of  companies,  however,  have  little 
property  within  the  State  which  is  subject  to  the  general  property 
tax.  Like  Wisconsin,  Washington  specifies  by  statute  the  capital 
of  the  State  as  the  situs  of  certain  property  for  taxation  piuposes. 

Valuations  of  public-service  corporations  determined  by  the 
railroad  commission  for  rate-making  piuposes  are  required  by  law 
to  be  used  as  a  minimum  for  taxation  ptuposes. 

The  largest  items  of  revenue  from  state,  as  distinguished  from 
local,  taxation  in  191 2  were  approximately  as  follows:  From  gen- 
eral property,  $2,500,000;  railroads,  $818,000;  insiurance  com- 
panies, $326,000;  exjpress  companies,  $6,400;  about  $200,000  from 
certain  other  corporations;  about  $51,000  from  corporation  fees; 
and  $207,000  from  liquor  tax. 

Oregon. 

State,  as  distinguished  from  local,  revenue  from  taxation  in 
1912  was  approximately  $3,198,000.  Of  this,  corporations  assessed 
by  the  State  contributed  about  24  per  cent.  Taxes  paid  by  other 
corporations  can  not  be  estimated.  All  property  of  mercantile, 
manufacturing,  transportation,  and  transmission  corporations 
is  subject  to  the  general  property  tax  paid  locally  for  state 
and  local  purposes.  Operating  property  of  steam  and  street-rail- 
road, telegraph,  telephone,  express,  car,  water,  gas,  and  electric 
companies  is  assessed  by  the  State  Tax  Commission.  All  other 
property  is  assessed  locally.  All  domestic  corporations  for  profit 
except  insturance,  surety,  and  certain  mining  corporations  pay  to 
the  State  for  state  purposes  a  graduated  tax  based  on  authorized 
capital  stock.  Formerly,  this  tax  applied  to  the  entire  capital 
stock  of  foreign  corporations,  but  now  all  foreign  corporations 
except  insurance  and  sinrety  companies  pay  to  the  State  for  state 
purposes  a  fixed  annual  license  tax. 
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The  common  method  of  applymg  a  uniform  rate  to  assessed 
v^ahies  tliroughout  the  State,  which  values  have  previously  been 
equalized  by  a  state  board,  is  not  followed  in  Oregon.  Instead, 
the  total  amoimt  to  be  raised  for  state  purposes  under  the  general 
property  tax  is  apportioned  among  the  several  counties  oh  the 
basis  of  the  ratio  which  the  standard  of  assessed  value  in  each 
coimty  bears  to  the  full  value  of  the  property  therein.  This  ratio 
for  each  county  is  determined  by  the  "sales"  method,  namely, 
by  dividing  the  total  of  assessments  of  certain  selected  parcels  of 
real  estate  in  each  county  by  the  total  true  consideration  as 
expressed  in  deeds  conveying  this  same  property.  Assessments  as 
determined  by  coimty  assessors  are  not  changed  by  the  commis- 
sion, but  it  equalizes  the  differences  between  the  counties  for  the 
purpose  of  determining  the  percentage  of  the  total  state  levy  to 
be  contributed  by  each.  The  equalized  assessment  for  each  county 
is  then  divided  by  the  aggregate  assessment  for  all  counties  and 
the  quotient  thus  obtained  represents  the  percentages  of  the  state 
levy  to  be  contributed  by  the  counties,  resi)ectively.  After  the 
commission  certifies  the  amount  to  be  contributed,  the  officials  of 
each  county  determine  the  state  rate  to  be  applied  to  the  assess- 
ment  made  by  the  county  assessors. 

The  various  sources  of  revenue  from  state,  as  distinguished  from 
local,  taxation  in  191 2  were:  From  certain  classes  of  corporations, 
$775,000,  or  24  per  cent;  general  property,  $2,175,000,  or  68  per 
cent;  inheritances,  $74,000,  or  2  per  cent;  miscellaneous,  $173,000, 
or  6  per  cent.  Of  the  $775,000  from  corporations,  railroads  paid 
$331,000,  or  about  43  percent;  and  insurance  companies,  $110,600, 
or  14  per  cent. 

California. 

State,  as  distinguished  from  local,  revenue  from  taxation  was 
in  191 2  approximately  $14,863,000.  About  76  per  cent  of  this 
was  from  corporations. 

Of  this  group  California  is  the  only  State  wherein  the  sources  of 
state  and  local  revenue  are  separated.  The  subjects  selected  for 
state  purposes  are  the  gross  receipts  of  railroad,  street-railroad, 
car,  express,  telegraph,  telephone,  gas,  and  electric  companies,  the 
gross  premiums  of  insurance  companies,  the  capital  stock  and  sur- 
plus of  banks,  and  the  value  of  franchises  of  all  other  corpora- 
tions.    All  other  property  is  taxed  locally  for  local  piuposes. 

The  general  property  tax,  with  two  emergency  exceptions,  is 
applied  solely  for  local  purposes  to  all  taxable  property  within  the 
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State  other  than  that  which  is  taxed  for  state  purposes.  These 
exceptions  are:  (a)  When  the  sources  taxed  primarily  for  state 
purposes  fail  to  jrield  sufficient  revenue  the  general  property  tax 
may  be  used  to  supply  the  deficiency;  in  this  event  it  is  to  be 
assessed  against  all  property  and  must  be  levied  in  addition  to 
all  other  state  and  local  taxes;  (6)  for  the  piupose  of  providing  a 
fund  for  the  Panama-Pacific  industrial  exposition  an  additional 
temporary  tax  is  at  present  levied  upon  all  property  within  the 
State.  Beginning  with  191 1  this  tax  was  levied  annually  for  four 
years. 

During  the  readjustment  period  following  the  adoption  of  the 
system  of  separating  the  sources  of  state  from  local  revenue  cer- 
tain counties,  cities,  and  local  taxing  districts  are  reimbursed  by 
the  State  in  amounts  equal  to  certain  revenue  which  they  would 
have  received  if  railroad  and  other  corporate  property  had  not 
been  withdrawn  from  local  taxation.  The  amount  to  be  so  re- 
tinned  is  determined  by  obtaining  annually  the  assessable  value 
of  the  withdrawn  property  and  applying  thereto  the  local  rate 
which  is  levied  against  other  property. 

The  various  sources  of  revenue  from  state,  as  distinguished  from 
local,  taxation  in  191 2  were:  Corporations,  about  $11,239,000,  or 
76  per  cent;  inheritance  tax,  about  $1,083,000,  or  7  per  cent; 
miscellaneous  receipts,  $2,344,000,  or  16  per  cent.  Of  the  $11,- 
239,000  from  corporations,  railroads  paid  $4,776,000,  or  42  per 
cent;  insurance  and  financial  companies,  $2,200,000,  or  20  per 
cent;  telegraph  and  telephone  companies,  $425,000,  or  4  per  cent; 
express  companies,  $102,000,  or  i  per  cent;  and  miscellaneous 
companies,  $3,647,000,  or  32  per  cent. 


MONTANA. 

L  GENERAL  VIEW. 
Chief  Features. 

First.  The  application  of  the  general  property  tax  to  all  corpo- 
rations, supplemented  in  many  instances  by  state  and  county 
license  taxes. 

Second.  The  creation  of  a  permanent  state  tax  commission 
with  power  to  assess  the  property  of  public-service  corporations, 
except  railroads,  and  to  supervise  the  tax  system  of  the  State. 

Third.  A  constitutional  restriction  requiring  the  State  Board 
of  Equalization  to  assess  railroads. 

General  Property  Tax. 

Domestic  and  foreign  transportation,  transmission,  mercantile, 
and  manufacturing  corporations  pay  locally  the  general  property 
tax  for  state  and  local  piUTX>ses. 

Operating  property  of  steam  railroads  is  assessed  by  the  State 
Board  of  Equalization.  All  other  property  is  assessed  by  county 
assessors.  Beginning  with  the  assessment  for  191 5  the  property 
of  public-service  corporations,  except  railroads,  will  be  assessed  by 
the  State  Tax  Commission.  Certain  classes  of  these  companies 
are  by  statute  made  taxable  upon  their  franchise  value,  but  in 
practice  franchise  is  seldom  assessed. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax  certain  classes  of  cor- 
porations are  required  to  pay  the  following  license  or  occupation 
taxes. 

Railroad  and  express  companies  pay  to  the  State  for  state  pur- 
poses a  graduated  license  tax  based  on  the  amount  of  quarterly 
intrastate  gross  receipts. 

Telegraph  companies  pay  to  the  county  for  state  and  county 
purposes  a  license  tax  based  on  the  number  of  instruments  used 
in  each  county. 

Telephone,  street-railway,  water,  gas,  and  electric  light  and  power 
companies  pay  to  the  county  for  state  and  county  purposes 
license  taxes  graduated  according  to  the  number  of  inhabitants  in 
the  city  or  town  in  which  they  operate. 
26 
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Stockholders  And  Bondholders. 

Shares  of  stock  in  corporations  whose  property  is  taxed  in 
Montana  are  in  general  not  taxable  to  the  holders.  Stock  of 
other  corporations  and  bonds  of  domestic  and  foreign  corporations 
are  taxable  to  the  holders. 

Foreign  Corporations. 

Foreign  corporations,  of  the  classes  herein  treated,  are  taxed  in 
practically  the  same  manner  as  similar  domestic  corporations. 

Administration. 

The  State  Board  of  Equalization,  consisting  of  the  governor, 
secretary  of  state,  state  auditor,  state  treasurer,  and  attorney 
general,  assesses  annually  certain  operating  property  of  steam 
railroads.  (Constitution,  Art.  XII,  sec.  16;  Code,  sees.  2557, 
2583,  2584.)  All  other  property  is  assessed  by  county  assessors. 
(Code,  sec.  2543.)  Begiiming  with  the  assessment  for  1915, 
however,  the  State  Tax  Commission,  created  in  1913,  will  assess 
practically  all  public  service  and  public  utility  companies  (ex- 
cept railroad  companies)  which  are  doing  business  in  more  than 
one  county  in  the  State.  (Laws,  1913,  chap.  75.)  In  addi- 
tion, the  State  Tax  Commission  will  have  general  supervision 
over  the  taxation  and  revenue  system  of  the  State  and  advisory 
powers  over  assessing  officers,  with  power  to  examine  witnesses, 
papers,  books,  etc.,  for  the  purpose  of  determining  the  value  of 
franchise  and  other  property.  It  will  be  required  to  compel  the 
collection  of  inheritance  taxes;  to  compel  the  companies  above 
named,  and  officials  of  the  state,  coimties,  and  mimicipalities  to 
report  to  it;  to  apportion  equitably  to  the  several  coimties  the 
value  of  property  assessed  by  it  and  to  furnish  lists  of  such  property 
to  the  county  assessors  and  cotmty  boards  of  equalization;  to  fix 
the  dates  upon  which  appraisements  are  to  be  made  by  the  several 
cotmty  boards  of  appraisers;  to  act  as  a  state  board  of  equaliza- 
tion for  the  purpose  of  equalizing  assessments  between  coimties 
and  of  determining  the  state  rate  of  taxation. 

By  the  191 3  law  the  assessing  power  of  the  county  assessors, 
except  as  to  omitted  property,  is  transferred  to  county  boards  of 
appraisers.  The  duties  of  the  county  assessors  and  their  deputies 
will  be  practically  confined  to  certain  routine,  such  as  placing 
upon  assessment  rolls  of  assessments  made  by  county  boards  of 
appraisers  and  by  the  State  Tax  Commission. 

A  county  board  of  appraisers  is  by  this  law  established  in  each 
county.     It  is  composed  of  three  resident  taxpayers  appointed 
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by  the  State  Tax  Commission  for  terms  of  two  years  each.  One 
member  of  each  board  is  to  be  selected  from  among  the  farmers 
and  one  from  among  the  merchants  of  the  cotmty.  No  coimty 
official  or  candidate  for  office  can  be  appointed  thereon.  Each 
board  with  the  state  tax  commissioner  as  ex  officio  member 
is  required  to  determine  for  its  particular  county  the  value  of  all 
property  not  appraised  by  the  State  Tax  Commission,  and  to 
inspect  all  property  subject  to  local  assessment.  Each  board  is 
required  to  make  a  complete  report  of  property  appraised  by  it 
and  to  deliver  copies  thereof  to  the  State  Board  of  Equalization, 
to  the  State  Tax  Commission,  to  the  coimty  assessor,  and  to  the 
county  board  of  equalization. 

County  boards  of  equalization  are  charged  with  the  duty  of 
equalizing  assessments  within  the  coimties  and  in  order  to  pro- 
mote equality  of  tax  rates  throughout  the  State,  their  adjustments 
must  be  made  in  close  conformity  with  the  assessments  of  the 
Tax  Commission. 

State  license  taxes,  based  on  intrastate  gross  receipts,  may  be 
paid  to  either  the  state  treasurer  or  county  treasurer.  The  gen- 
eral property  tax  and  the  license  taxes  on  telegraph,  telephone, 
street-railway,  water,  gas,  and  electric  light  and  power  companies 
are  payable  to  county  treasurers.  Municipal  taxes  are  payable  to 
city  or  town  treasurers.  *" 

11.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution.* 

The  chief  constitutional  provisions  with  reference  to  taxation 
are  as  follows: 

"The  necessary  revenue  for  the  support  and  maintenance  of 
the  state  shall  be  provided  by  the  legislative  assembly,  which 
shall  levy  a  uniform  rate  of  assessment  and  taxation,  and  shall 
prescribe  such  regulations  as  shall  secure  a  just  valuation  for 
taxation  of  all  property,  except  that  specially  provided  for  in  this 

a  Sources  of  revenue  in  Montana: 

Municipal  and  local  districts— {a)  General  property  tax;  (b)  poll  tax;  (c)  business 
taxes  and  licenses;  (d)  fines,  fees,  etc. 

County — (a)  General  property  tay;  (6)  poll  tax;  (c)  inheritance  tax;  (d)  business 
taxes  and  licenses;  (e)  fines,  fees,  etc. 

State — (a)  General  property  tax;  (6)  inheritance  tax;  (c)  business  taxes  and  licenses; 
(d)  fines,  fees,  etc. 

b  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  the  State,  as 
contained  in  Vol.  I,  Revised  Codes  of  Mont.,  1907. 
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article.  The  legislative  assembly  may  also  impose  a  license  tax, 
both  upon  persons  and  upon  corporations  doing  business  in  the 
state."  « 

"Taxes  shall  be  levied  and  collected  by  general  laws  and  for 
public  purposes  only.  They  shall  be  tmiform  upon  the  same 
class  of  subjects  within  the  territorial  limits  of  the  authority 
levying  the  tax."^ 

"The  power  to  tax  corporations  or  corporate  property  shall 
never  be  relinquished  or  suspended,  and  all  corporations  in  this 
state,  or  doing  business  therein,  shall  be  subject  to  taxation  for 
state,  cotmty,  school,  mtmicipal  and  other  purposes,  on  real  and 
personal  property  owned  or  used  by  them  and  not  by  this  consti- 
tution exempted  from  taxation. ' '  ^ 

No  law  "making  any  irrevocable  grant  of  special  privileges, 
franchises  or  immimities  shall  be  passed  by  the  legislative 
assembly."  ^ 

"The  legislative  assembly  shall  not  pass  local  or  special  laws 

*  *    *     granting  to  any  corporation,  association  or  individual 

*  *  *  any  special  or  exclusive  privilege,  immunity  or  fran- 
chise"; or  "for  the  assessment  or  collection  of  taxes;  *  *  * 
extending  the  time  for  the  collection  of  taxes";  or  "exempting 
property  from  taxation."  * 

"The  legislative  assembly  shall  not  delegate  to  any  *  *  * 
private  corporation    *    *    *    power    *    *    *     to  levy  taxes."  / 

No  foreign  corporation  "shall  have  *  *  *  greater  rights  or 
privileges  than"  domestic  corporations.  ^ 

"  Lands  belonging  to  citizens  of  the  United  States  residing  with- 
out the"  State  "shall  never  be  taxed  at  a  higher  rate  than  the 
lands  belonging  to  residents."  * 

"  All  property  shall  be  assessed  in  the  manner  prescribed  by  law 
except  as  is  otherwise  provided  in  this  constitution.  The  franchise, 
roadway,  roadbed,  rails  and  rolling  stock  of  all  railroads  operated 
in  more  than  one  county  in  this  state  shall  be  assessed  by  the 
state  board  of  equalization  and  the  same  shall  be  apportioned  to 
the  counties,  cities,  towns,  townships  and  school  districts  in  which 

o  Constitution,  1889,  Art.  XII,  sec.  i. 
6  Ibid.,  Art.  XII,  sec.  11. 

c  Ibid.,  Art.  XII,  sec.  7.  The  property  of  corporations  shall  bear  its  equal  share  oi 
the  burdens  of  taxation.    N.  W.  Mut.  Life  Ins.  Co.  v.  L.  &  C.  County,  28  Mont.,  484, 

495  (1903)- 
<*  Ibid.,  Art.  Ill,  sec.  11. 

« Ibid.,  Art.  V,  sec.  26. 

/Ibid.,  Art.  V,  sec.  36. 

9  Ibid.,  Art.  XV,  sec.  11. 

^Enabling  act,  Revised  Codes,  1907,  Vol.  I,  p.  XLI. 
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such  railroads  are  located,  in  proportion  to  the  number  of  miles 
of  railway  laid  in  such  counties,  cities,  towns,  townships  and  school 
districts/'** 

"All  mines  and  mining  claims,  both  placer  and  rock  in  place, 
containing  or  bearing  gold,  silver,  copper,  lead,  coal  or  other  val- 
uable mineral  deposits,  after  purchase  thereof  from  the  United 
States,  shall  be  taxed  at  the  price  paid  the  United  States  therefor, 
unless  the  surface  groimd,  or  some  part  thereof,  of  such  mine  or 
claim,  is  used  for  other  than  mining  purposes,  and  has  a  separate 
and  independent  value  for  such  other  purposes,  in  which  case  said 
surface  ground,  or  any  part  thereof,  so  used  for  other  than  mining 
purposes,  shall  be  taxed  at  its  value  for  such  other  purposes,  as 
provided  by  law;  and  all  machinery  used  in  mining,  and  all  prop- 
erty and  siirface  improvements  upon  or  appurtenant  to  mines  and 
mining  claims  which  have  a  value  separate  and  independent  of 
such  mines  or  mining  claims,  and  the  annual  net  proceeds  of  all 
mines  and  mining  claims  shall  be  taxed  as  provided  by  law.'*  ^ 

"The  word  property  as  used  in  this  article  is  hereby  declared 
to  include  moneys,  credits,  bonds,  stocks,  franchises  and  all 
matters  and  things  (real,  personal  and  mixed)  capable  of  private 
ownership,  but  this  shall  not  be  construed  so  as  to  authorize  the 
taxation  of  the  stocks  of  any  company  or  corporation  when  the 
property  of  such  company  or  corporation  represented  by  such 
stocks  is  within  the  state  and  has  been  taxed." « 

"The  property  of  the  United  States,  the  state,  counties,  cities, 
towns,  school  districts,  municipal  corporations  and  public  libra- 
ries shall  be  exempt  from  taxation;  and  such  other  property  as 
may  be  used  exclusively  for  agricultural  and  horticultural  socie- 
ties, for  educational  purposes,  places  for  actual  religious  worship, 
hospitals  and  places  of  biu-ial  not  used  or  held  for  private  or  cor- 
porate profit,  and  institutions  of  piu-ely  public  charity  may  be 
exempt  from  taxation. ''^^ 

"The  governor,  secretary  of  state,  state  treasurer,  state  auditor 
and  attorney  general  shall  constitute  a  state  board  of  equalization 
and  the  board  of  coimty  commissioners  of  each  coimty  shall  con- 
stitute a  coimty  board  of  equalization.  The  duty  of  the  state 
board  of  equalization  shall  be  to  adjust  and  equalize  the  valua- 
tion of  the  taxable  property  among  the  several  counties  of  the 
state.  The  duty  of  the  county  boards  of  equalization  shall  be 
to  adjust  and  equalize  the  valuation  of  taxable  property  within  their 

«  Constitution,  Art.  XII,  sec.  i6.  There  would  seem  to  be  conflict  between  this 
section  of  the  constitution  and  the  law  passed  by  the  1913  legislature  which  pro- 
vides for  the  assessment  of  railroad  property  by  the  "  State  Tax  Commission. "  How- 
ever, the  State  Tax  Commission  and  the  State  Board  of  Equalization  are,  with  the 
exception  of  one  member  (the  state  tax  commissioner),  composed  of  the  same  state 
officials. 

6  Ibid.,  Art.  XII,  sec.  3. 

«Ibid.,  Art.  XII,  sec.  17. 

<*  Ibid.,  Art.  XII,  sec.  2. 
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respective  counties.  Each  board  shall  also  perform  such  other 
duties  as  may  be  prescribed  by  law."<* 

"The  legislative  assembly  shall  not  levy  taxes  upon  the  inhabi- 
tants or  property  in  any  county,  city,  town,  or  municipal  corpo- 
ration for  county,  town,  or  mimicipal  purposes,  but  it  may  by 
law  vest  in  the  corporate  authorities  thereof  powers  to  assess 
and  collect  taxes  for  such  purposes."  * 

"Taxes  for  city,  town  and  school  purposes  may  be  levied  on 
all  subjects  and  objects  of  taxation,  but  the  assessed  valuation 
of  any  property  shall  not  exceed  the  valuation  of  the  same  prop- 
erty for  state  and  county  purposes.**  ^ 

"No  county,  city,  town  or  other  municipal  corporation,  the 
inhabitants  thereof  nor  the  property  therein,  shall  be  released 
or  discharged  from  their  or  its  proportionate  share  of  state  taxes."  ^ 

"The  rate  of  taxation  on  real  and  personal  property  for  state 
purposes,  except  as  hereinafter  provided,  shall  never  exceed  two 
and  one-half  mills  on  each  dollar  of  valuation;  and  whenever 
the  taxable  property  of  the  state  shall  amount  to  Six  Hundred 
Million  Dollars  ($600,000,000.00)  the  rate  shall  never  exceed  two 
(2)  mills  on  each  dollar  of  valuation,  unless  the  proposition  to 
increase  such  rate,  specifying  the  rate  proposed  and  the  time 
dtuing  which  the  rate  shall  be  levied  shall  have  been  submitted 
to  the  people  at  the  general  election  and  shall  have  received  a 
majority  of  all  votes  cast  for  and  against  it  at  such  election." « 

Statutes./ 

General  Property  Tax* 

Domestic  and  foreign  corporations,  unless  exempt,  pay  locally 
the  general  property  tax  for  State  and  local  piu^wses.  ^ 

The  statute  requires  the  assessment  of  all  property  at'  its  full 
cash  value,  namely,  the  amoimt  at  which  the  property  would  be 

»  Constitution,  Art.  XII,  sec.  15. 

The  State  Board  of  Eqtialization  has  no  power  to  increase  the  total  valuation  of  the 
property  in  the  State,  as  shown  by  the  abstracts  transmitted  to  it  by  the  cotmty 
bosurds  of  eqtialization.  Nor  has  it  any  power  to  change  the  valuation  of  any  class 
of  property,  its  authority  being  limited  to  raising  or  lowering  the  entire  assessment 
of  a  county.    State  v.  Fortune,  24  Mont.,  154,  156,  158  (1900). 

ft  Ibid.,  Art.  XII,  sec.  4. 

c  Ibid.,  Art.  XII,  sec.  5. 

d  Ibid.,  Art.  XII.  sec.  6. 

«  Ibid. ,  Art.  XII,  sec.  9,  as  amended  1910.  "Provided,  That  in  addition  to  the  levy 
for  state  purposes  above  provided  for,  a  special  levy  in  addition  may  be  made  on  live 
stock  for  the  purpose  of  pajring  bounties  on  wild  animals  and  for  stock  inspection, 
protection  and  indemnity  ptuposes,  as  may  be  prescribed  by  law,  and  such  special 
levy  shall  be  made  and  levied  annually  in  amount  not  exceeding  four  mills  on  the 
dollar  by  the  State  Board  of  Equalization,  as  may  be  provided  by  law."    Ibid. 

/  Except  as  otherwise  indicated,  the  references  herein  are  to  the  Rev.  Code  of 
Mont.,  1907. 

9  Code,  sees.  2498,  2621. 
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taken  in  payment  of  a  just  debt  from  a  solyent  debtor.**  In  prac- 
tice, however,  property  is  assessed  at  from  25  to  50  per  cent  of 
such  value.  ^  All  property,  except  that  assessed  by  the  State 
Board  of  Equalization,  is  assessed  locally.  *  The  statutory  defini- 
tion of  real  property**  includes  lands  and  all  rights  and  privileges 
belonging  thereto;  mines,  minerals,  and  quarries;  and  all  timber, 
belonging  to  individuals  or  corporations,  growing  or  being  on  the 
lands  of  the  United  States. 

The  statutory  definition  of  improvements^  includes  aU  build- 
ings, structiures,  fixtures,  fences,  etc.,  erected  upon  or  aflfixed  to 
the  land.  The  statutory  definition  of  personal  property  ^  includes 
everything  which  is  subject  to  ownership,  not  included  under  the 
definitions  of  real  estate  and  improvements.  Land  and  improve- 
ments thereon  are  separately  assessed.  *  All  prQperty  is  assessed 
annually./ 

Personal  property  of  corporations  is  in  general  assessed  in  the 
coimty,  town,  or  district  where  the  property  is  located  or  where 
it  is  usually  kept,  but  personal  property  of  merchants  and  manu- 
facturers is  assessable  in  the  coimty,  town,  or  district  where  the 
business  is  carried  on ;  personal  property  and  franchises  of  gas  and 
water  companies,  where  the  principal  works  are  located;  and  the 
capital  stock  and  franchises  of  practically  all  other  corporations, 
at  the  principal  place  of  business.  ^ 

o  Code,  sees.  2501,  2502. 

&  Interview  with  state  officials,  19 13. 

cCode,  sec.  2521. 

m 

^  Ibid.,  sec.  2501. 

« Ibid.,  sees.  2502,  2543. 

/  Ibid.,  sec.  2510. 

0  Ibid.,  sees.  2521-2530. 

Flowerree  Cattle  Co.  v.  L.  &  C.  Coimty,  33  Mont.,  32  (1905).  Cobum  CatUe  Co.  v. 
Small,  35  Mont.,  288  (1907).  The  fact  that  a  controlling  interest  in  the  stock  of  a 
Delaware  corporation  is  owned  by  residents  of  this  State  is  not  sufficient  to  impeach 
the  good  faith  of  the  incorporators  in  organizing  it  under  the  laws  of  Delaware,  and  to 
give  it  a  domestic  domicile  for  purposes  of  taxation,  where  it  does  not  appear  who 
organized  the  corporation  or  for  what  purposes,  and  neither  its  by-laws  or  the  laws 
of  Delaware  are  before  the  court.  Debts  due  foreign  corporations  secured  by  mortgage 
on  land  in  this  State  do  not  have  the  situs  of  this  State  for  purposes  of  taxation  under 
the  constitution.  Art.  XII,  sees.  7  and  11,  and  Rev.  Code,  sec.  2521.  The  presump- 
tion is  that  personal  property,  and  particularly  intangible  personal  property,  such  as 
credits,  has  its  situs  for  piuposes  of  taxation  only  at  the  domicile  of  the  owner. 
Monidah  Trust  Co.  v,  Sheehan  et  al.,  45  Mont.,  424  (1912). 
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Moneys  and  credits*  are  taxable.  Bona  fide  indebtedness  is 
deducted  from  credits  of  both  individuals  and  corporations.*^ 

Property  used  for  public,  educational,  religious,  hospital,  burial, 
and  charitable  purposes,  and  property  of  agricultursd  and  horti- 
cultural societies  is  exempt  from  taxation.*^ 

Railroad  and  Express  Companies. 

Domestic  and  foreign  steam  raitoads  and  express  companies 
pay  locally  the  general  property  tax  for  state  and  local  purposes. 
In  addition,  they  pay  to  the  State  for  state  purposes  a  small 
graduated  license  tax  based  on  the  amount  of  quarterly  intra- 
state gross  receipts^ 

Operating  property  of  railroads  is  assessed  by  the  State  Board 
of  Equalization  and  all  other  railroad  property  is  assessed  locally.* 
The  practice  of  the  State  Board  of  Equalization  in  assessing  rail- 
road operating  property  is  to  place  a  valuation  per  mile  on  each 
main,  spur,  and  branch  line  operated  in  the  State.^  The  valua- 
tion per  mile  of  main  track  includes  the  value  of  franchise,  road- 
way, roadbed,  rails,  and  rolling  stock.^ 

Railroads  operating  in  more  than  one  county  are  required  to 
make  detailed  annual  reports  to  the  State  Board  of  Equalization,* 

o  Code,  sees.  2501,  2511,  2543. 

^  Ibid.,  sec.  251 1,  subdiv.  6. 

c  Ibid.,  sec.  2499. 

^  Ibid.,  sees.  2498,  2774;  Laws,  1913,  chap.  75. 

«  Ibid.,  sees.  2525,  2557. 

/  Ibid.,  sec.  2557. 

0  The  following  example  from  "  Bulletin"  of  the  State  Board  of  Equalization,  19 12, 
shows  the  main  and  side  track  valuation,  for  main  line  and  branches  of  the  Great 
Northern  R.  R.  system,  and  also  the  double-track  valuation: 
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Ijneand 

Side 
Tracks. 


ORBAT  NORTHERN. 

Main  Une 

Billings  Branch 

Bainville  Branch 

Barker  Branch . '. 

Fair  Ground  Spur 

Pemie  Branch 

Havre  to  Butte 

Elalispell  Branch 

Marion  Spur 

Mountain  View  Spur 

Neihart  Branch 

Sand  Coulee  Branch 

Shelby  to  Armington 

Somer's  Spur 

Sweet  Grass  Branch 

Red  Mountain  Spur 

Double  Track 

Total 

*  Code,  sec.  2556. 
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but  these  reports  are  not  extensively  used  except  in  ascertaining 
the  mileage  in  each  county.**  The  valuation  placed  on  railroad 
operating  property  is  apportioned  to  counties  according  to  the 
number  of  miles  of  main  track  and  of  sidetrack  in  each.*  A 
similar  apportionment  is  then  made  by  the  respective  boards  of 
coimty  commissioners  to  the  minor  taxing  districts  through 
which  the  road  passes.^  The  State  Tax  Commission  imder  the 
1 91 3  law  succeeds  to  the  duties  of  the  State  Board  of  Equaliza- 
tion, and  beginning  with  the  191 5  assessment  it  will  assess  the 
property  of  express  companies.**  Due  to  a  constitutional  restric- 
tion, however,  railroad  property  will  probably  continue  to  be 
assessed  by  the  State  Board  of  Equalization.* 

Railroads  which  are  situated  wholly  within  the  limits  of  a  single 
coimty  are  assessed  not  by  the  state  board  but  by  county  asses- 
sors.' Under  the  amended  law  such  railroads  will  be  assessed  by 
the  county  boards  of  appraisers.*' 

The  state  license  tax  paid  by  railroad  and  express  companies  is 
based  on  quarterly  intrastate  gross  receipts,  graduated  from  $5 
per  quarter  when  the  quarterly  gross  receipts  are  less  than  $5,000 
to  $225  per  quarter  when  the  quarterly  gross  receipts  are  $75,000 
or  over.* 

Telegraphy  Telephone,  and  Car  Companies. 

Domestic  and  foreign  telegraph,  telephone,  sleeping-car,  freight- 
car,  oil,  and  tank-line  companies  are  subject  to  the  general  property 
tax  payable  locally  for  state  and  local*  piirposes.  *  In  addition 
telegraph  companies  pay  a  license  tax  of  $5  a  quarter  for  each 
telegraph  instrument  used  and  telephope  companies  pay  from 
$100  to  $400  per  aimum,  according  to  the  number  of  inhabitants 
of  the  city  in  which  they  operate,  i    One-half  of  the  receipts  from 

«  Interview  with  state  ofiEicials,  19 13. 

&  Code,  sees.  2557,  2558. 

c  Ibid.,  sec.  2559. 

^  Laws,  1913,  chap.  75,  sec.  10. 

«  Letter  frotfii  state  tax  official,  March,  19x4. 

/  Code,  sec.  3529. 

0  Laws,  19 13,  chap.  75,  sees,  y-%, 

^  Code,  sec.  2774.  When  the  quarterly  gross  receipts  are  less  than  $5,000,  the 
quarterly  payment  is  $5;  when  $5,000  to  $15,000,  $25;  when  $15,000  to  $25,000,  $50; 
when  $25,000  to  $50,000,  $75;  when  $50,000  to  $75,000,  $150;  when  $75,000  or  over, 
$225. 

<Ibid.,  sec.  2529;  Laws,  1913,  chap.  75. 

ilbid.,  sec.  2773,  as  amended  by  Laws,  1911,  chap.  61.  In  cities  of  more  than 
10,000  population  the  license  is  $400;  in  cities  of  more  than  5,000  and  less  than  10,000, 
$200;  in  cities  of  less  than  5,000  population,  $100. 
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these  license  taxes,  which  are  payable  to  the  comity  treasurer,  is 
for  state,  and  the  other  half  for  county  purposes.*" 

The  law  requires  that  each  sleeping-car  company  operating  cars 
carrying  passengers  from  one  point  to  another  within  the  State 
shall  pay  a  state  license  tax  of  $ioo  for  each  car  so  used.*  The 
reports  of  the  companies  show  that  aU  cars  used  in  the  State 
are  engaged  ip  interstate  transportation,  and  for  this  reason, 
according  to  an  opiiuon  of  the  attorney  general,  the  license  tax 
does  not  apply.  * 

Under  the  19 13  law,  which  transferred  certain  assessing  duties  to 
the  State  Tax  Commission,  Ucc;;ases  are  not  affected,  but  the  prop- 
erty of  all  telegraph,  telephone,  and  car  companies  doing  business 
in  more  than  one  county  of  the  State  is  to  be  assessed  by  the  State 
Tax  Commission.  ^  Property  of  such  corporations  which  do  business 
in  only  one  coimty  is  to  be  assessed  by  the  county  board  of  ap- 
praisers. *  At  present  the  values  of  sleeping,  freight,  oil,  and  tgnlr 
cars  are  included  in  the  assessment  of  railroad  companies  by  the 
State  Board  of  Equalization.  Telegraph  and  telephone  companies 
are  assessed  by  cotmty  assessors  in  proportion  to  the  mileage  of 
their  lines  lying  within  the  several  counties,  f 

PubUc  UtiUties. 

Domestic  and  foreign  street  railway,  gas,  water,  electric,  light, 
heat,  and  power  companies,  are  subject  to  the  general  property  tax, 
coflected  locally  for  state  and  local  purposes  on  all  property.^  In 
addition,  these  companies  pay  a  license  tax,  graduated  according 
to  the  ntunber  of  inhabitants  in  the  town  in  which  they  operate.* 
The  rate  of  license  tax  paid  by  street  railways  in  towns  of  4,000 
inhabitants  or  over  is  $50  per  quarter,  and  in  towns  of  less  than 
4,000  inhabitants  $25  per  quarter.    The  rate  of  license  tax  paid 

^  Code,  sees.  1909,  2756. 

&  Laws,  191  x»  chap.  141. 

«  Report  of  Attorney  General,  1910-1912,  p.  35a. 

^  Laws,  X9i3>  chap.  75,  sec.  10. 

« Ibid.,  chap.  75,  sec.  6.  * 

f  Letter  of  State  Tax  Commission,  November,  1913. 

Where  an  assessor  had  assessed  in  a  lump  sum  the  franchise  of  a  telegraph  company 
doing  an  interstate  business,  intrastate,  as  well  as  governmental  business,  instead  of 
fbdng  a  separate  valuation  upon  the  right  of  the  company  to  do  intrastate  private 
business  only,  the  entire  assessment  on  the  franchise  was  void,  and  the  tax,  paid  under 
protest,  illegal.  A  State  may  not  tax  the  right  to  carry  on  interstate  commerce  or  an 
agency  employed  in  conducting  the  business  of  the  Government.  Montana  v.  Western 
Union  Telegraph  Co.,  43  Mont.,  445  (191 1). 

9  Code,  sees.  2498,  2526-2529,  Laws,  1913,  chap.  75. 

*Ibid.,  sees.  2773,  2777. 
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by  gas  and  electric  companies  is  graduated  from  $200  per  year  for 
cities  of  more  than  10,000  to  $50  per  year  for  towns  of  1,500 
population.  When  such  companies  are  consolidated  the  license 
tax  must  be  paid  for  each  department.  One-half  of  this  license 
tax,  paid  to  the  county  treasurer,  is  for  state  and  the  other  half  for 
coimty  purposes.* 

These  companies  are  assessed  by  cotmty  assessors.  Under  the 
1913  law  the  property  of  such  companies  doing  business  in  more 
than  one  coimty  of  the  State  is  to  be  assessed  by  the  State  Tax 
Commission.^  Property  of  sueh  corporations  doing  business  in 
only  one  county  is  to  be  assessed  by  cotmty  boards  of  appraisers.  * 

The  property  of  street-railways,  and  electric,  light  and  power 
companies  is  assessed  where  located,  but  the  personal  property,  in- 
cluding mains  and  pipes  of  gas  and  water  companies,  is  assessed 
in  the  taxing  district  where  the  principal  works  are  located.  ^ 

Manufacturing,  Mercantile,  and  Miscellaneous  Corporations. 

Manufactming,  mercantile,  and  miscellaneous  corporations 
pay  the  general  property  tax  assessed  and  collected  locally  for 
state  and  local  purposes.*  The  situs  of  personal  property  of 
these  companies  is  the  town  or  district  in  which  the  business  is 
carried  on./ 

Mining  Companies. 

Mining  companies  pay  locally  the  general  property  tax  for 
state  and  local  purposes  on  their  net  proceeds  and  on  improve- 

^  Code,  sees.  1909,  2756,  2773,  2777.  In  towns  of  5,000  and  less  than  10,000 
population  the  license  tax  on  gas  and  electric  companies  is  $100. 

b  Laws  19131  chap.  75,  sec.  10. 

c  Ibid.,  chap.  75,  sec.  6. 

<*  Code,  sees.  2526-2529.  Water  rights  belonging  to  a  water- works  company  are 
assessed  as  personal  property  in  the  taxing  district  where  the  principal  works  are  lo- 
cated.   Helena  Water  Works  Co.  v.  Settles,  37  Mont.,  237  (1908). 

«  In  a  suit  brought  by  the  Butte  Land  &  Investment  Co.  against  County  Treasurer 
Sheehan  to  recover  taxes  paid  under  protest  on  capital  stock  of  the  corporation,  the 
assessor  having  added  to  the  assessment  of  tangible  property  an  item  designated 
"capital  stock  less  real  estate."  Held,  the  authorized  capital  stock  of  a  corporation 
is  not  taxable,  as  such,  against  the  corporation.  Under  constitution.  Art.  XII,  sec.  7, 
declaring  that  corporations  shall  be  subject  to  taxation  on  real  and  personal  property 
owned  by  them,  and  Rev.  Codes,  sec.  2510,  requiring  the  assessor  to  ascertain  annually 
the  names  of  all  taxable  inhabitants  and  all  property  in  the  county  subject  to  taxa- 
tion and  assess  such  property  to  the  persons  by  whom  owned  or  claimed,  the  author- 
ized capital  stock  of  the  corporation  engaged  solely  in  the  general  real-estate  business, 
and  not  owning  any  of  its  capital  stock,  is  not  taxable  as  such  against  the  corporation, 
in  the  absence  of  a  statute  requiring  it  to  pay  the  taxes  of  its  stockholders.  Butte 
Land  &  Investment  Co.  v,  Sheehan,  County  Treasurer,  44  Mont.,  371  (1911). 

/  Code,  sec.  2524. 
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ments."  Assessments  are  made  by  local  assessors  and  recorded 
in  a  special  assessment  book,  as  provided  by  statute,  and  the  fol- 
lowing items  are  required  to  be  specified  in  separate  coltunns: 
(a)  Name  of  the  owner  of  the  mine;  (6)  description  and  location 
of  the  mine;  (c)  number  of  tons  extracted  during  the  year;  (d) 
gross  yield  or  value  in  dollars  and  cents;  (e)  actual  cost  of  extract- 
ing same  from  mine;  (/)  actual  cost  of  transportation  to  place  of 
reduction  or  sale;  (g)  actual  cost  of  reduction  or  sale;  (A)  cost  of 
construction  and  repair  of  mines  and  reduction  works  during  the 
year;  {%)  net  proceeds  or  value  in  dollars;  (j)  total  amount  of  tax. 

Every  mining  company  is  required  to  report  annually  to  the 
local  assessor  detailed  information  necessary  to  make  an  intelli- 
gent assessment.  * 

All  patented  and  placer  mining  claims,  whether  worked  or 
not,  are  assessed  at  a  specific  amount  per  acre,  namely,  patented 
mining  claims  at  $5,  and  placer  mining  claims  at  $2.50  per  acre.^ 

Stockholders  and  Bondholders* 

Shares  of  stock  in  domestic  and  foreign  corporations  are  not 
taxable  in  the  hands  of  holders  when  the  corporate  property  is 
taxed  in  the  State.^  Otherwise  they  are  taxable/  Bonds  of 
domestic  and  foreign  corporations  are  taxable  to  the  holder./ 

^  Code,  sees.  2563-2571. 

Tbe  owner  of  a  mine  entitled  to  part  of  the  proceeds  as  royalty  objected  to  the 
imposition  of  a  tax  upon  his  share  of  the  proceeds  on  the  ground  that  he  was  not 
engaged  in  mining.  Rev.  Codes,  sec.  2563,  provides  that  every  person,  corporation, 
or  association  engaged  in  mining  must  make  out  a  statement  of  the  gross  yield 
from  each  mine,  which  must  be  verified  and  delivered  to  the  assessor.  Held, 
that  the  owner  being  entitled  to  part  of  the  proceeds  of  the  mine,  the  tax  should  be 
imposed  upon  him,  for  all  property  must  be  assessed  to  the  owner,  and  it  is  imma- 
terial whether  or  not  he  was  engaged  in  mining.  Where  the  owner  of  a  mine  entitled 
to  part  of  the  proceeds  has  not  furnished  a  statement  to  the  assessor  of  the  amount, 
the  assessor  is  botmd  under  the  direct  provisions  of  Rev.  Codes,  sec.  2563,  to  assess 
in  accordance  with  his  own  knowledge  and  information.  Under  Art.  XII,  sec.  3,  of 
the  constitution,  providing  that  the  net  proceeds  of  all  mines  shall  be  taxed  as  pro- 
vided by  law,  and  Rev.  Codes,  sees.  2500  and  2571,  respectively,  providing  that 
the  annual  proceeds  of  all  mines  shall  be  taxed  as  other  personal  property  and  that 
the  tax  shall  be  a  lien  upon  the  mines  or  mining  claims  from  which  the  ores  or  minerals 
are  extracted,  the  assessor  need  not  folbw  up  the  proceeds  of  a  mine,  the  tax  being  a 
lien  on  the  mine  itself  until  paid.    Tong  v.  Maher,  45  Mont.,  142  (19 12). 

The  surface  groimd  of  an  unpatented  mining  claim,  when  used  for  other  than  mining 
ptftposes,  is  subject  to  taxation  in  the  State  when  it  has  a  separate  and  independent 
value  for  such  other  purposes.    Cobban  v.  Meagher  et  al.,  42  Mont.,  399  (i9xx). 

ft  Ibid.,  sec.  2563. 

<^  Interview  with  state  tax  officials,  1913. 

^  Code,  see.  2501,  subdiv.  x. 

«  Ibid.,  sees.  2511,  2543. 

/  Ibid.,  sees.  2501,  subdiv.  i,  2511,  2543. 


38  TAXATION   OI^   CORPORATIONS. 

Foreign  Corporations. 

Foreign  corporations  of  the  various  classes  herein  considered 
are  taxed  in  practically  the  same  manner  as  similar  domestic 
corporations. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  24  per  cent. 

ToTAi.  State  Rqcbipts,  Taxes  from  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  Nov.  30, 1913.0 

Total  state  receipts,  all  sources $3, 979,-o46. 64 

State  taxes  from  corporations: 

Railroads  & $i88, 323.  57 

Railroad  licenses 3, 165. 00 

Telegraph  companies  ^ x,  802. 37 

Telephone  companies  ^ 2, 366.  54 

Express,  water,  light,  street  railway  & 8, 451. 64 

Express  licenses x,  15a  00 

Electric  power  corporations  * 3i  o45»  ©5 

Miscellaneous  companies  ^ a,  457.  52 

Stiaite  banks,  building  and  loan  associations 11,076. 90 

Incorporation  fees  ^ 42, 799. 85 

Instu'ance  fees  and  licenses  '^ X36, 376.  25 

Total  ascertainable  state  taxes  from  corporations 401, 0x4. 69 

Other  taxes: 

Inheritance  tax S,  959. 40 

Hunting  licenses , 40, 945.  70 

County  licenses 373, 230. 65 

Stage  licenses 615. 00 

Miscellaneous  licenses 15, 021. 90 

General  property  tax  «  (less  $206,446.69  above  es- 
timated)   819, 497.  81 

Total  state  taxes  not  from  corporations i,  258, 27a  46 

Total  taxes  for  state  purposes,  all  sources i,  6591 285. 15 

o  Report  of  State  Treasurer,  i9ii-x2. 

^  Estimated  by  applying  the  state  rate  of  2^  mills  to  the  following  assessed  val- 
ues of  corporation  property  as  furnished  by  the  State  Board  of  Equalization:  Rail- 
roads, $68,481,299;  telegraph  companies,  $655,409;  telephone,  $860,561;  express, 
water,  light  companies,  etc.,  $3,073,322;  electric  power  companies,  $1,107,293;  mis- 
cellaneous companies,  $893,645.  ^ 

c  Report  of  Secretary  of  State,  1911-12. 

^  Report  of  State  Auditor,  1911-12,  p.  105. 

^  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  practically  impos- 
sible to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated » 
which  are  not  included  in  this  item. 


MONTANA.  39 

Receipts  from  sources  other  than  taxes: . 

Land  sales  and  leases $1,306,892.75 

Sale  of  bonds 150, 00a  00 

5  per  cent  Govemnfent  land  sales 34}  336. 35 

2$  per  cent  Government  forest  receipts 133, 837. 41 

Government  aid  to  Agricultural  College 50,  oca  00 

Interest  on  bonds  and  public  funds 191, 056. 47 

Bonds  and  warrants  redeemed x88, 300. 00 

State  fair  receipts 4S1 605.  74 

Secretary  of  state,  fees 8, 825. 68 

State  auditor,  fe^ 38, 21a.  63 

Miscellaneous  receipts 169, 694. 46 

Total  receipts  from  sources  other  than  taxes $a,  319, 761. 49 

Total  state  receipts,  all  sources 3, 979, 046. 64 

IV.  COMMENTS. 
Historical. 

The  organic  act  of  1864,  as  amended  in  1867,  prohibited  the 
territorial  legislature  from  granting  private  charters,  but  gave 
it  the  right  to  pass  general  incorporation  laws  permitting  the 
incorporation  of  mining,  manufacturing,  and  other  industrial  cor- 
porations. In  accordance  with  this  provision  the  territorial 
legjslatture  of  1867  passed  the  first  general  incorporation  law.*  In 
1866  the  territorial  legislature  passed  an  act  imposing  on  common 
carriers  a  general  passenger  tax  for  territorial  purposes,^  but 
it  was  in  operation  only  a  short  time.  Nevada  and  Delaware 
passed  similar  acts  at  about  this  time,  but  they  were  declared 
unconstitutional. 

Before  Montana  became  a  separate  Territory,  in  1864,  there  was 
little  or  no  effort  to  tax  corporations  specifically.  In  1867,  how- 
ever, there  seems  to  have  been  a  well-defined  effort  to  tax  certain 
kinds  of  corporate  property  directly  to  the  corporation,  as  shown 
by  the  following  abstract «  from  an  act  passed  during  that  year: 

"The  property  of  corporations  or  companies  constructing 
bridges,  canals,  ditches,  flumes,  railways,  plank  roads,  grading 
roads,  tumpiking  roads,  and  similar  improvements,  shall  be  as- 
sessed to  each  corporation  or  company ;  and  when  any  such  stock- 
holders are  not  residents,  their  interests  are  to  be  taxed  in  this 
Territory  and  in  the  county  in  which  is  either  terminus  of  said 
road." 

The  same  act  contained  a  separate  provision  for  taxing  shares 
of  stock,*  and  it  would  seem  that  both  the  corporate  property  and 
shares  of  stock  were  taxable. 

»  Ter.  Laws,  1867,  p.  25.  c  ibid.,  1867,  p.  41. 

*  Ibid.,  1866  (November  sess.)»  p.  45. 
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The  first  territorial  legislature  passed  an  act  requiring  persons 
and  corporations  engaged  in  banking,  brokerage,  express,  and  sev- 
eral other  kinds  of  business  to  pay  license  taxes  to  the  counties 
in  which  they  operated.*  These  taxes  were  payable  to  county 
treasurers  and  60  per  cent  was  for  county  and  40  per  cent  for 
territorial  expenses.  From  time  to  time  this  law  has  been 
amended  and  the  license-tax  system  extended  so  that  it  now  con- 

tributes  a  large  part  of  the  state  and  county  revenue. 

Railroad  Assessment. 

The  State  Board  of  Equalization,  an  inheritance  from  the  terri- 
torial period,  was,  by  the  constitution  of  1889,  required  to  assess 
certain  property  of  railroads.^  By  a  legislative  act  of  1891  *^  the 
duties  and  powers  of  this  board  were  extended,  but  an  act  of 
1913  **  transferred  to  the  State  Tax  Commission,  among  other 
duties,  the  duty  of  assessing  the  property  of  railroads  operating 
in  more  than  one  county  of  the  State. 

Railroad  valuations  between  the  years  1901  and  191 2  increased 
from  approximately  $15,500,000  to  about  $68,500,000,  or  342  per 
cent,  while  the  total  property  valuation  for  the  same  period  in- 
creased from  less  than  $167,000,000  to  more  than  $346,000,000, 
or  107  per  cent.  The  increase  in  the  valuation  of  railroad  property 
was  due  in  the  main  to  the  natvu'al  growth  of  railroad  systems  for 
which  tlie  rate  of  increase  has  been  apparently  greater  than  that 
of  property  in  general.  There  was,  however,  a  sudden  increase  of 
railroad  valuations  in  1 902  in  consequence  of  a  movement  among 
tax  officials  to  have  railroad  property  assessments  increased.*  With 
this  purpose  in  view,  several  county  tax  officials  appeared  before 
the  State  Board  of  Equalization  to  present  argtmients  and  peti- 
tions, of  which  the  following  is  an  example:  ^ 

«  Ter.  Laws,  1864,  p.  523. 

&  Constitution,  Art.  XII,  sec.  16.  . 

c  Laws,  1891,  p.  76. 

^  Ibid.,  1913,  chap.  75. 

^  The  following  table,  compiled  from  Reports  of  the  State  Board  of  Equalization, 
shows  the  assessment  of  railroad  property  and  the  total  assessment  of  all  property  in 
Montana  for  the  years  1901-1912,  inclusive: 


Year. 


Z901. 
1909. 

1903. 
1904. 

1905. 
X906. 


Railroad 
property. 


$iS»48s»6i7 

3a»  0361 565 
35,442,188 

36, 7S9»  827 
36,874.611 
40,901,000 


All  prop- 
erty. 


$166,787,59^ 
i8Si7a5»657 

aoii333.3iS 
201,748,063 
309,913,340 
a33»953>57i 


Year. 


Railroad 
property. 


1907 :U3»8i6»03S 

1908. 
1909. 
19x0. 
1911. 


45>943,990 
58,433,849 
65,696.346 
66,975,136 
1912 !  68, 481, 399 


All  prop- 
erty. 


$251,883,437 

348, 774»  79a 
380,401,064 
309.673.699 
331,670,418 
346.SSO>s8s 


/  Reports  of  State  Board  of  Equalization,  1901-2,  pp.  33-34. 
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V  We  the  undersigned  county  commissioners  and  assessors  of  the 
several  coimties  of  the  State  of  Montana  respectfully  represent  to 
yotir  honorable  body  that  in  our  judgment  the  railroads  of  this 
State  are  not  assessed  in  proportion  to  their  holdings  as  individuals 
and  owners  of  other  property. 

**We  are  of  the  opinion  that  nearly  all  the  property  appraised 
by  the  County  Board  of  Appraisers  and  assessed  by  the  assessors 
is  assessed  at  nearly  and  in  some  cases  more  than  the  full  cash 
value  of  their  holdings;  while  the  railroads  of  the  State  are  not 
assessed  at  over  one-eighth  of  their  actual  value  and  of  their 
capitalization  they  are  earning  dividends  upon  and  we  respect- 
fully ask  yotir  honorable  Board  to  assess  railroad  property  in  the 
same  proportion  as  other  property  is  assessed  in  the  State,  and  will 
be  glad  to  present  your  Board  some  data  showing  how  property  is 
assessed  throughout  the  State  relative  to  its  actual  value.  * ' 

Representatives  of  several  of  the  railroads  were  also  heard. 
The  state  board  then  considered  separately  the  valuation  of  the 
operating  property  of  each  railroad  company.  Assessments  of 
the  larger  railroad  companies  were  at  a  much  greater  ratio  than 
that  of  the  smaller  companies.  The  result  as  affecting  all  com- 
panies, however,  was  to  increase  the  total  assessments  from  ap- 
proximately $15,500,000  in  1 90 1  to  a  little  over  $32,000,000  in 
1902,  or  106  per  cent.  During  the  following  year  railroad  assess- 
ments were  increased  about  10  per  cent. 

Assessment  of  Property  in  General. 

While  the  petition  just  above  quoted  and  the  governor's  state- 
ment issued  at  the  same  time  ®  express  the  opinion  that  practically 
all  property,  except  railroad  property,  was  assessed  at  or  near  its 
full  value  in  1902,  the  governor  in  1909  and  again  in  191 1  expressed 
a  very  different  opinion.* 

In  1 909  the  governor  stated  that  property  of  like  kind  and  value 
situated  in  different  parts  of  the  State  was  not  imiformly  assessed, 
that  a  large  portion  was  assessed  at  but  a  fraction  of  its  cash  value, 
and  that  some  of  the  most  valuable  property — cash  and  credits — 
largely  escaped  taxation.  As  a  solution,  in  part  at  least,  of  the 
difficult  problem  of  adequately  assessing  moneys  and  credits,  he 
suggested  depriving  the  owner  of  taxable  credits  of  the  right  to 
enforce  by  judicial  action  the  collection  of  such  obligations  until 
delinquent  taxes  thereon  were  paid;  requiring  the  payment  of 
back  taxes  before  the  distribution  of  property  belonging  to  estates 
of  decedents;  and  recommended  requiring,  independently  of  the 

<*  Report  of  the  State  Board  of  Equalization  1901-2,  p.  35. 

ft  Governor's  Message  to  the  Legislature,  1909,  pp.  31-32;  1911,  p.  20. 
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statement  of  other  property,  a  sworn  statement,  showing  the 
amount  of  cash  possessed  by  each  assessable  person. 

In  1911  the  governor  compared  the  value  of  certain  classes  of 
property  as  it  appeared  on  the  assessment  roll  for  19 10  with  its 
value  as  obtained  from  other  sources  and,  with  a  view  of  effecting 
a  more  equal  distribution  of  the  tax  burden,  recommended  an 
amendment  of  the  constitution  which  would  permit  the  creation 
of  a  permanent  tax  commission.  No  amendment  for  this  purpose 
was  submitted,  however,  but,  as  before  stated,  the  legislature 
created  a  tax  commission  in  1913. 

The  governor's  analysis  of  the  unequal  distribution  of  the  tax 
burden  as  it  appeared  to  him  in  191 1  is  in  part  as  follows: <» 

*'The  Constitution  and  Statutes  of  the  State  provide  that  all 
property,  not  specifically  exempted,  shall  be  assessed  at  its  fair 
cash  value.  It  is  a  fact  well  known  that  of  the  property  subject 
to  taxation  only  a  small  part  is  assessed  at  its  fair  cash  value; 
that  a  larger  volume  is  assessed  at  varying  percentages  of  its  real 
value,  and  that  much  property  escapes  taxation.  A  few  figures 
gathered  from  the  assessment  rolls  of  19 10  will  emphasize  tJhds 
statement : 

Bank  stock $8, 065, 433. 00 

Cash  and  solvent  credits 3, 353, 239. 00 

Cattle — 649,858  head 12, 233, 901. 00 

She«>— 4,684,136  head 14, 731, 523. 00 

Land — 17,956,224  acres 66, 492, 016. 00 

Mines,  net  proceeds. 8, 117, 602. 00 

*'  Contrast  these  figures  with  those  obtained  from  other  sources, 
and  the  inequalities  of  the  burdens  of  taxation  become  apparent. 
Reports  of  national  and  State  banks  show  that  there  is  on  deposit 
in  the  national  and  State  banks  the  sum  of  $57,974,805.19,  and 
that  the  capital,  surplus  and  undivided  profits  of  national  and 
State  banks  amotmt  to  $16,932,575.49.  These  figures  indicate 
that  bank  stock  has  been  assessed  for  fifty  per  cent  of  its  "value 
and  that  less  than  five  per  cent  of  cash  has  been  listed  for  taxation. 
Note  should  be  made  of  the  fact  that  solvent  credits  have  been 
included  as  cash  and  that  no  account  is  taken  of  cash  not  on 
deposit  in  banks.  The  mines  contribute  upon  only  a  small  part 
of  actual  values,  stockmen  pay  upon  seventy-five  per  cent  of  num- 
ber and  value  of  live  stock,  and  lands  are  assessed  for  less  than 
one-half  what  could  be  obtained  therefor  in  open  market. 

"In  the  meantime  the  property  of  the  small  taxpayer,  being 
tangible,  does  not  escape  the  vigilant  eye  of  the  assessors.  It  is 
conservatively  estimated  that  if  all  of  the  property  that  should  bear 
its  just  burdens  of  taxation  were  assessed,  the  assessed  valuation 
of  the  State  would  excecfi  one  billion  dollars.  It  is  evident  that 
tax-dodging  is  not  a  lost  art  and  that  different  and  more  stringent 
tax  laws  are  necessary.     My  investigation  of  conditions  convinces 

<>  Governor's  Message,  191 1,  pp.  20-21. 
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me  that  our  tax  laws  are  utterly  inadequate  and  that  a  fully 
authorized,  tax  commission  should  be  created  to  secure  just  and 
equal  taxation.  The  laws  of  Kansas  on  the  subject  of  assessment 
and  taxation  are  the  best  that  I  have  examined,  and  these  may  be 
studied  by  you  with  profit  with  a  view  to  adopting  a  similar 
system  for  Montana. 

**  An  amendment  of  the  Constitution  is  necessary  to  permit  the 
creation  of  a  tax  commission,  and  I  recommend  that  you  submit 
a  proper  amendment  to  the  voters  at  the  next  election,  providing 
for  the  creation  of  a  State  Tax  Commission  with  the  authority 
nec^sary  to  secure  a  just  and  fair  assessment  of  all  taxable  prop- 
erty in  the  State." 

State  Revenue. 

The  total  state  receipts  in  Montana  for  191 2  were  $3,979,046.64. 
Of  this  sum  $2,319^761.49,  or  more  than  58  per  cent,  came  from 
sources  other  than  taxes.  As,  for  example,  sales  and  leases  of 
land  furnished  over  $1,300,000  of  revenue,  and  sales  of  bonds  and 
redemptions  of  bonds  and  warrants  furnished  more  than  one- 
third  million.  Taxes  for  state  purposes  amounted  to  $1,659,285 
in  191 2,  and  while  it  is  impossible  to  completely  segregate  the 
tax  items,  it  is  known  that  more  than  $400,000  was  derived 
from  corporations,  and  that  the  State's  share  of  the  coimty  license- 
tax  system  slightly  exceeded  this  amotmt. 

Bibliography. 

The  following  is  a  list  of  the. more  important  publications,  in 
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Messages  of  the  Governor,  1907,  1909,  191 1. 
Biennial  Report  of  the  State  Treasurer,  1909-10. 
Biennial  Report  of  the  Secretary  of  State,  1911-12. 
Biennial  Report  of  the  State  Auditor,  1911-12. 
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I.  GENERAL  VIEW. 

Chief  Features. 

First.  The  application  of  the  general  property  tax  to  all  classes 
of  taxable  property. 

Second.  The  taxation  for  state  purposes  of  nearly  all  corpora- 
tions, by  the  capital-stock  or  "  annual  license  "  tax. 

Third.  The  taxation  for  state  ptuposes  of  express  companies  on 
gross  receipts. 

Fourth.  The  assessment  of  public-service  corporations  by  a 
permanent  state  board. 

General  Property  Tax. 

All  property,  whether  belonging  to  corporations  or  to  individuals, 
unless  exempt,  is  subject  to  the  general  property  tax  paid  locally 
for  state  and  local  purposes.  Mining  companies  pay  the  general 
property  tax  on  lands,  improvements,  machinery,  and  annual  net 
profits. 

The  operating  property,  including  franchises,  of  steam  and  elec- 
tric raih-oads,  and  of  telegraph,  telephone,  electric-current  trans- 
mission, and  car  companies,  is  assessed  for  the  general  property 
tax  by  the  State  Board  of  Equalization,  and  apportionment  is 
made  to  the  localities  on  the  mileage  basis.  All  other  taxable 
property  is  assessed  locally. 

Taxes  Supplemental  to  the  General  Property  Tax. 

All  domestic  and  foreign  corporations,  unless  exempt*,  are,  in 
addition  to  the  general  property  tax,  subject  to  an  annual  license 
tax  based  on  authorized  capital  stock.  This  tax  is  graduated, 
according  to  the  amount  of  authorized  capitalization.  It  is  paid 
to  the  State  for  state  ptuposes.  Express  companies  have  little 
property  within  the  State  and  are  subject  to  a  state  tax  on 
intrastate  gross  receipts. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  the  hands  of  holders  are  exempt  from  taxation 
to  the  extent  that  the  property  represented  by  such  shares  is 
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assessed  in  the  State.     With  this  exception  shares  are  taxable. 
Bonds  of  domestic  and  foreign  corporations  are  not  taxed. 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  considered  are  taxed 
in  practically  the  same  manner  as  similar  domestic  corporations. 

Administration. 

The  State  Board  of  Equalization,  consisting  of  the  governor, 
secretary  of  state,  attorney  general,  state  auditor,  and  state  treas- 
urer, has  exclusive  power  to  assess  operating  property  of  railroad, 
telegraph,  telephone,  electric  current  transmission,  and  car  com- 
panies and  to  apportion  said  assessments  to  the  cotmties  on  the 
mileage  basis.  (Constitution,  Art.  VII,  sec.  12;  Laws,  1911, 
chap.  209;  Laws,  191 3,  chap.  58,  sees.  83,  86,  96.)  All  other 
property  is  assessed  locally  by  the  respective  county  assessors. 

The  1 913  legislature  created  a  Public  Utilities  Commission  of 
three  members,  appointed  by  the  governor  for  terms  of  six  years, 
and  also  a  tax  commission  to  be  known  as  the  *'  Idaho  Tax  Com- 
mission," which  is  composed  of  the  members  of  the  Public  Utilities 
Commission,  acting  ex  officio.  The  powers  and  duties  given  to 
the  Tax  Commission  include  the  following:  To  supervise  and 
enforce  all  tax  laws  and  to  oversee  all  boards  and  officers  having 
duties  under  the  revenue  laws ;  <*  to  prescribe  a  uniform  system  of 
procedure  in  the  assessment  of  property,  and  in  the  levy,  collec- 
tion, apportionment  and  distribution  of  taxes,  and  to  prepare  all 
blanks  required  by  the  revenue  laws ;  to  inspect  all  of  the  prop- 
erty and  accounts  of  any  business  for  determining  its  value;  to 
investigate  the  revenue  laws  of  Idaho  and  of  other  States,  and  to 
biennially  report  to  the  governor  such  recommendations  for  changes 
as  the  commission  may  deem  expedient.  The  State  Board  of 
Equalization  equalizes  the  valuation  of  property  between  the 

^  Aa  order  was  asked  from  the  court  to  compel  the  cotmty  commissioners  of  Bannock 
County,  acting  as  a  county  board  of  equalization,  to  change  its  equalization  of  the 
value  of  certain  property  to  conform  to  the  view  of  the  tax  commission  in  regard 
thereto.  This  request  was  denied  by  the  court,  which  held  that  when  the  cotmty 
board  of  equalization  exercises  its  legal  discretion  in  regard  to  equalizing  the  valua- 
tion of  property  for  assessment,  and  does  so  in  good  faith  and  without  fraud,  the  tax 
commission  has  no  authority  to  set  aside  such  action  and  substitute  its  own  judg- 
ment therefor,  nor  has  it  the  power  to  compel  the  county  board  to  change  its  equal* 
ization;  that  the  legislature  has  no  power  or  authority  to  set  aside  the  revenue 
system  of  the  State  for  assessing,  equalizing,  and  taxing  property  established  by  the 
constitution,  and  that  the  act  of  19131  creating  the  State  Tax  Commission,  is  not  in 
conflict  with  the  provisions  of  the  constitution.  Blomquist  et  al.,  Idaho  Tax  Com- 
mission, V.  Board  of  Commissioners  of  Bannock  County,  35  Idaho,  2S4  (1913). 


46  TAXATION   OF   CORPORATIONS. 
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counties  and  may  increase  or  decrease  the  valuation  by  classes  of 
property  in  any  county.  The  respective  boards  of  county  com- 
missioners equalize  the  assessments  as  between  individuals,  firms, 
and  corporations  in  their  respective  cotmties.  The  general  prop- 
erty tax  is  collected  in  each  county  by  the  county  treasurer  who 
is  ex  officio  tax  collector.  The  graduated  capital-stock  or  annual 
license  tax  is  paid  to  the  secretary  of  state  and  the  gross-receipts 
tax  on  express  companies  is  paid  to  the  state  treasurer.** 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution.  * 

"The  legislature  shall  provide  such  revenue  as  may  be  need- 
ful, by  levying  a  tax  by  valuation,  so  that  every  person  or  cor- 
poration shall  pay  a  tax  in  proportion  to  the  value  of  his,  her,  or 
its  property,  except  as  in  this  article  herein  otherwise  provided. 
The  legislature  may  also  impose  a  license  tax  (both  upon  natural 
persons  and  upon  corporations,  other  than  municipal,  doing  busi- 
ness in  this  state) ;  also  a  per  capita  tax :  Provided,  The  legislature 
may  exempt  a  limited  amount  of  improvements  upon  land  from 
taxation."  <^ 

**  The  word  *  property '  as  herein  used  shall  be  defined  and  classi- 
fied by  law."  <* 

"The  property  of  the  United  States,  the  State,  coimties,  towns, 
cities  and  other  mimicipal  corporations  and  public  libraries  shall 
be  exempt  from  taxation. "« 

<>  Source  of  revenue  in  Idaho: 

Municipal  and  local  districts. — (a)  General  property  tax;  (b)  poll  tax;  (c)  business 
taxes  and  licenses;  (d)  fines,  fees,  etc. 

County.^a)  General  property  tax;  (6)  poll  tax;  (c)  business  taxes  and  licenses; 
(rf)  fines,  fees,  etc. 

State. — (a)  General  property  tax;  (6)  inheritance  tax;  (c)  corporation  taxes;  (d)  busi- 
ness taxes  and  licenses;  (e)  fines,  fees,  etc. 

^  Except  as  otherwise  indicated,  references  are  to  the  constitution  oh  the  State,  as 
contained  in  Vol.  I  of  Idaho  Rev.  Codes,  enacted  Jan.  12,  1909. 

c  Constitution,  Art.  VII,  sec.  2. 

The  constitutional  provision  in  regard  to  equality  and  uniformity  of  taxation  is  not 
applicable  to  a  license  tax.  As  a  police  regulation,  the  price  of  licenses  may  be  gradu- 
ated by  some  standard,  if  such  standard  be  reasonably  fair  and  just.  State  v.  Doherty, 
3  Idaho,  384  (1892).    • 

The  license  system  is  a  separate  and  distinct  way  of  raising  revenues  independent 
of  the  tax  system.    State  v.  Union  Central  Life  Ins.  Co.,  8  Idaho,  340,  245  (1902). 

The  constitution  recognizes  three  separate  methods  of  taxation — ^a  property  tax,  a 
license  tax,  and  a  per  capita  tax.    Stein  v.  Morrison,  9  Idaho,  426  (1904). 

A  business  may  be  required  to  pay  a  license  tax,  although  the  property  used  in  con- 
ducting that  business  is  assessed  as  other  property  in  the  State.  State  v.  Jones, 
9  Idaho,  693  (1904). 

d  Ibid.,  Art.  VII,  sec.  3. 

«Ibid.,  Art.  VII,  sec.  4. 


IDAHO.  47 

''All  taxes  shall  be  tmiform  upon  the  same  class  of  subjects 
within  the  territorial  limits,  of  the  authority  levying  the  tax, 
and  shall  be  levied  and  collected  under  general  laws,  which  shall 
prescribe  such  regtdations  as  shaU*  secure  a  just  valuation  for  taxa- 
tion of  all  property,  real  and  personal:  Provided,  That  the  Legis- 
lattu'e  may  allow  such  exemptions  from  time  to  time  as  shall  seem 
necessary  and  just,  and  all  existing  exemptions  provided  by  the 
laws  of  the  territory,  shall  continue  until  changed  by  the  Legis- 
lature of  the  State  r  Provided,  further,  That  duplicate  taxation  of 
property  for  the  same  purpose  dtuing  the  same  -year,  is  hereby 
prohibited. "« 

"The  Legislature  shall  not  pass  local  or  special  laws  *  *  * 
for  the  assessment  and  collection  of  taxes;"  for  "extending  the 
time  for  collection  of  taxes;*'  or  "exempting  property  from  taxa- 
tion." * 

"No  special  privileges  or  immunities  shall  ever  be  granted  that 
may  not  be  altered,  revoked,  or  repealed  by  the  legislature.*^ 

"The  power  to  tax  corporations  or  corporate  property,  both 
real  and  personal,  shall  never  be  relinquished  or  suspended,  and 
all  corporations  in  this  State  or  doing  business  therein,  shall  be 
subject  to  taxation  for  State,  cotmty,  school,  municipal,  and  other 
purposes,  on  real  and  personal  property  owned  or  used  by  them, 
and  npt  by  this  Constitution  exempted  from  taxation  within  the 
territorial  limits  of  the  authority  levying  the  tax."  <* 

"No  foreign  corporation  *  *  *  shall  have  *  *  *  any 
greater  rights  or  privileges  "  than  domestic* 

"Lands  belonging  to  citizens  of  the  United  States,  residing 
without  the  said  State  of  Idaho,  shall  never  be  taxed  at  a  higher 
rate  than  the  lands  belonging  to  the  residents  thereof.' 

"  There  shall  be  a  State  Board  of  Equalization,  consisting  of  the 
Governor,  Secretary  of  State,  Attorney  General,  State  Auditor, 
and  State  Treasurer,  whose  duties  shall  be  prescribed  by  law. 
The  board  of  county  commissioners  for  the  several  cotmties  of  the 
State,  shall  constitute  boards  of  equalization  for  their  respective 
counties,  whose  duties  it  shall  be  to  equalize  the  valuation  of  the 
taxable  property  in  the  coimty,  under  such  rules  and  regulations 
as  shall  be  prescribed  by  law."  ^ 

"  The  rate  of  taxation    *    *    *    for  State  purposes  sha^  never 

exceed  ten  (lo)  mills  on  each  dollar  of  assessed  valuation,  unless  a 

— . — - — . — — * ™ 

<>  Constitution,  Art.  VII,  sec.  5.  ^  Ibid.,  Art.  XI,  sec.  10. 

*  Ibid.,  Art.  Ill,  sec.  19.  /  Ibid.,  Art.  XXI,  sec.  19. 

c  Ibid.,  Art.  I,  sec.  2.  ff  Ibid.,  Art.  VII,  sec.  la. 
d  Ibid.,  Art.  VII,  sec.  8. 
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proposition  to  increase  such  rate"  be  submitted  and  carried  at  a 
general  election.  ° 

"The  legislature  shall  not  impose  taxes  for  the  purpose  of  any 
county,  city,  town  or  other  municipal  corporation,  but  may  by 
law  invest  in  the  corporate  authorities  thereof,  respectively,  the 
power  to  assess  and  collect  taxes  for  all  purposes  of  such  corpora- 
tion.* 

"No  coimty,  city,  town,  or  other  municipal  corporation,  the 
inhabitants  thereof,  nor  the  property  therein,  shall  be  released  or 
discharged  from  their  or  its  proportionate  share  of  taxes  to  be 
levied  for  State  ptuposes."<= 

STATUTES.  ** 
General  Property  T%z. 

Domestic  and  foreign  corporations,  unless  exempt,  pay  the 
general  property  tax  locally  for  state  and  local  purposes.*  All 
taxable  property  i^  assessable  at  full  cash  value.^  "Full  cash 
value  "  is  defined  by  statute  as  that  value  at  which  property  would 
be  taken  in  payment  of  a  just  debt  due  from  a  solvent  debtor,  or 
that  value  for  which  the  property  would  sell  at  a  voluntary  sale.^ 
All  property,  except  that  assessed  by  the  State  Tax  Commission, 
is  assessed  locally.* 

The  statutory  definition  of  real  property  includes  lands,  im- 
provements, standing  timber,  water  ditches,  water  and  gas  mains, 
toll  roads  and  bridges,  and  fossils  and  quarries  in  and  under  the 
land.*  The  statutory  definition  of  personal  property  includes 
goods,  chattels,  stocks  and  bonds,  equities  in  state  lands,  ease- 
ments, and  other  property  which  the  law  may  define  or  the  courts 
may  hold  to  be  personal  property.  ^ 

o  Constitution,  Art.  VII,  sec.  9. 

The  tax  levy  authorized  by  sec.  9  of  art.  7  "for  state  purposes"  is  inteiiided  to 
cover  the  current  expenses  of  conducting  the  state  government.  Public  or  bonded 
indebtedness  incurred  for  internal  improvements  and  public  buildings  is  not  compre- 
hended within  the  provisions  of  this  section,  and  a  tax  levy  to  pay  interest  on  such 
bonds  does  not  fall  within  the  limits  of  the  maximum  rate  of  taxation  there  specified. 
Gooding  v,  Proffitt,  11  Idaho,  380  (1905). 

6  Ibid.,  Art.  VII,  sec.  6. 

c  Ibid.,  Art.  VII,  sec.  7. 

^  Except  as  otherwise  indicated,  references  herein  are  to  the  Idaho  Revised  Codes, 
1909,  cited  "Rev.  Codes." 

«  Laws,  1913,  chap.  58,  sec.  i. 

/Ibid.,  chap.  58,  sec.  2. 

0  Ibid.,  chap.  58,  sec.  9. 

*  Ibid.,  chap.  58,  sec.  14. 

<  Ibid.,  chap.  58,  sec.  6. 

i  Ibid.,  chap.  58,  sec.  7. 
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The  term  "  operating  property  "  is  defined  by  statute  and  includes 
franchises,  rights  of  way,  roadbeds,  tracks,  station  and  terminal 
property,  rolling  stock,  equipment,  substructures  and  super- 
structures upon  the  rights  of  way,  and  all  other  movable  and 
immovable  property  used  in  connection  with  the  operation  of 
any  railroad,  telegraph,  telephone,  or  electric  transmission  Une, 
wholly  or  partly  within  the  State,  and  reasonably  necessary  to 
the  maintenance  and  operation  of  the  road  or  line,  including  all 
title  or  interest  in  any  such  property  as  owner,  lessee,  or  otherwise.** 

Real  and  personal  property  is  assessed  annually.^  Improve- 
ments are  assessed  separately  from  the  land  upon  whith  they  are 
situated.  *  By  a  provision  of  the  constitution  the  rate  limitation 
for  state  purposes  is  lo  mills,  imless  a  higher  rate  be  ratified  by 
a  vote  of  the  people.  <*  The  statutory  limitation  for  county  cur- 
rent expenses  is  5  mills,  if  the  assessed  value  of  property  in  the 
coimtyis  $5,000,000  or  more,  and  7>^  mills  if  less  than  $5,000,000. 
For  general  school  purposes  the  rate  can  not  exceed  5  mills  or  be 
less  than  iK  dills.  The  limitaticHi  f or  county-road  purposes  is 
2%  mills,  and  for  repair  and  construction  of  bridges,  i  mill.* 

In  general,  property,  both  real  and  personal,  is  assessed  where 
located./  The  method  of  assessing  migratory  Uve  stock  under 
the  several  contingent  conditions  is  fully  set  out  in  the  statutes.^ 

Moneys  and  unseciu*ed  credits  are  taxable;*  secured  credits  are 
exempt.* 

Other  statutory  exemptions  include^  growing  crops,  irrigation 
canals,  ditches,  and  waterrights,  to  the  extent  that  they  are  used  by 
their  owners  exclusively  on  their  own  land;*  cooperative  telephone 

^  Laws,  1913,  chap.  58,  sec.  11. 

&  Ibid.,  chap.  58,  sees.  39,  148. 

c  Ibid.,  cHap.  58,  sec.  40. 

^  Constitution,  Art.  VII,  sec.  9,  as  amended  1906. 

«  Laws,  1913,  chap.  58,  sec.  99. 

/  Ibid.,  chap.  58,  sec.  14. 

9  Ibid.,  chap.  58,  sees.  161-172. 

h  Ibid.,  chap.  58,  sees.  7,  25. 

Moneys  and  credits  are  omitted  from  the  printed  schedule  required  by  law  to  be 
furnished  to  each  taxpayer. 

i  Ibid.,  chap.  58,  sec.  4,  subdiv.  L. 

j  Ibid.,  chap.  58,  sec.  4. 

k  This  exemption  extends  only  to  cases  where  the  land  on  which  the  water  is  used 
is  situated  within  the  State.  The  statute,  fairly  construed,  applies  to  and  exempts 
irrigation  works  owned  by  a  corporation,  the  stockholders  of  which  own  the  lands 
irrigated;  but  under  a  provision  in  the  law  that  in  case  any  water  is  sold  or  rented 
from  any  such  canal  or  ditch,  the  same  shall  be  taxed  to  the  extent  of  such  sale  or 

49084*'— 14 4 
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lines  from  which  no  profit  is  derived;  possessor}^  rights  to  public 
lands;  miningclaims  which  are  not  patented;  property  of  reUgious, 
charitable,  fraternal,  hospital,  educational,  library  and  cemetery 
associations;  a  limited  amount  of  property  of  fatherless  minors,  and 
of  United  States  soldiers  and  sailors  of  the  Civil  War;  and  a  lim- 
ited amount  of  work  tools  and  household  goods  of  residents. 

Capital-Stock  or  ^^Annual  License''  Tax. 

All  domestic  and  foreign  corporations,  except  insurance, 
surety,  mining  companies  which  do  not  own  productive  mines, 
and  telephone  or  irrigation  companies  operated  solely  on  the 
cooperative  plan,  are  required  to  pay  to  the  State  for  state 
purposes,  an  annual  capital  stock  or  license  tax,  varying  according 
to  the  amount  of  authorized  capital  stock.*  If  the  authorized 
capital  stock  does  not  exceed  $5,000,  the  license  tax  is  $10,  grad- 
ually increasing  to  $150  for  a  capitalization  exceeding  $2,000,000.^ 

Steam  and  Electric  Railroads. 

Railroads,  domestic  and  foreign,  pay  the  general  property  tax 
locally,  for  state  and  local  ptuposes.  In  addition  they  pay  to  the 
State  for  state  ptuposes  the  graduated  capital-stock  or  anntial 
license  tax.* 

rental,  where  the  corporation  which  constructed  the  works  sold  all  the  land  irrigated, 
with  a  perpetual  right  to  a  certain  quantity  of  water  thereon,  retaining  ownership 
of  the  works  and  water  rights  with  the  right  to  sell  or  use  any  surplus  and  to  collect  a 
fixed  sum  from  each  user  to  cover  maintenance  and  operating  expenses,  the  works  are 
taxable.  While  statutes  granting  exemptions  from  taxation  are  not  to  be  read  so  liter- 
ally as  to  thwart  their  piu^se  or  destroy  their  spirit,  as  a  general  rule  they  are  to 
be  construed  strictly,  and  substantial  doubts  touching  their  meaning  and  scope  are 
to  be  resolved  in  favor  of  the  public.  Spokane  Valley  Land  &  Water  Cb.  v,  Kootenai 
County,  Idaho,  199  Fed.  Rep.,  481  (1912). 

a  The  capital-stock  or  annual  license  tax  imposed  by  chap.  6,  Laws  of  1912,  is  an 
excise  tax  and  not  a  property  tax.  It  is  a  tax  on  the  right  of  a  foreign  corporation  to 
carry  on  intrastate  business,  or  purely  local  and  domestic  business  as  distinguished 
from  interstate  business.  The  authorized  capital  stock  of  a  corporation  is  only  used  as 
a  basis  of  measuring  the  license  or  excise  tax  which  is  imposed  upon  the  corporation, 
and  is  not  used  for  the  purpose  of  a  basis  for  taxing  the  property  of  a  corporation,  the 
purpose  being  to  graduate  the  license  tax  proportionately  to  size,  magnitude,  and 
probable  activities  of  the  corporation  seeking  to  engage  in  domestic  business.  Under 
the  constitution  of  the  State  (sec.  2,  art.  7),  the  legislatiu^e  is  authorized  to  impose 
such  a  tax.    Northern  Pac.  Ry.  Co.  v.   GifiFord,  Secretary  of  State,  25  Idaho,  196 

(1913)- 
^  Laws,  1 9 12,  chap.  6,  sees.  1-3.     When  the  authorized  capital  stock  does  not  exceed 

$5,000  the  license  tax  is  $10;  $10,000,  $12.50;  $25,000,  $15;  $50,000,  $22.50;  $100,000, 

$37.  50;  $250,000,  $52.50;  $500,000,  $75;  $1,000,000,  $90;  $2,000,000,  $130;  if  in  excess 

of  $2,000,000,  $150. 

c  Ibid.,  chap.  6. 
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The  State  Board  of  Equalization  assesses  the  operating  property 
of  railroads,*  taking  into  consideration  the  value  of  the  physical 
property,  franchise,  net  earnings,  stocks  and  bonds,  future  pros- 
pects of  the  road,  and  other  pertinent  factors.^  Each  railroad 
company  is  required  to  file  with  the  State  Board  of  Equalization 
a  copy  of  its  annual  report  to  stockholders  and  its  annual  report 
to  the  Interstate  Commerce  Commission,  and  to  list  its  property 
annually  with  the  state  auditor  "who,  as  secretary  of  the  State 
Board  of  Equalization,  is  required  to  file  same.«  The  state  board 
examines,  in  addition  to  these  doctunents,  the  reports  of  railroad 
and  tax  commissions  of  other  States  and  any  other  evidence,  oral 
or  documentary,  which  may  have  a  bearing  on  the  case  in  hand.** 

The  operating  property  of  each  main  line,  second-track  line, 
branch  and  spur  in  the  State  is  assessed  separately  as  a  whole  at 
a  certain  rate  per  mile.  The  mileage  of  each  line  in  a  particular 
county  is  multiplied  by  the  rate  per  mile  so  fixed,  and  the  result 
is  apportioned  to  that  cotmty  for  taxation  under  the  general  prop- 
erty tax.'  Railroad  property  which  is  not  used  in  operation  is 
assessed  locally.^ 

Telegraph  and  Telephone  Companies^  and  Electric- Current  Trans- 
mission Lines. 

Domestic  and  foreign  telegraph,  telephone,  and  electric-current 
transmission  companies  pay  the  general  property  tax  locally,  for 
state  and  local  ptuposes  and  the  graduated  capital-stock  or  annual 
license  tax.^  Cooperative  telephone  companies,  however,  are 
exempt  from  these  taxes.* 

Assessments  are  made  by  the  State  Board  of  Equalization  <» 
tmder  the  same  law  and  in  a  similar  manner  as  in  the  case  of  rail- 
roads. Each  such  company  lists  for  taxation,*  in  an  annual  state- 
ment under  oath,  the  number  of  miles  of  one-wire  and  pole,  of  addi- 
tional wire,  iron  and  copper,  separately,  kind  and  ntunber  of  feet 
of  cabte,  number  of  instruments  used,  and  other  operating  property, 

«  Laws,  1913,  chap.  58,  sec.  86. 

^  Proceedings  of  the  State  Board  of  Equalization,  19 12,  pp.  20,  21. 
cLaws,  1913,  chap.  58,  sees.  89-91. 

^  The  functions  conferred  upon  and  exercised  by  the  State  Board  of  Equalization 
are  judicial.     Orr  v.  State  Board  of  Equalization,  5  Idaho,  190  (1891). 
«Laws,  1913,  chap.  58,  sees.  83,  96. 
/Ibid.,  chap.  58,  sec.  88. 
9  Laws,  1912,  chap.  6. 

^Laws,  1913,  chap.  58,  sec.  4,  subdiv.  R;  Laws,  1912,  chap.  6. 
^Ibid.,  chap.  58,  sees.  89,  90. 
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with  the  particular  districts  in  which  each  is  located.  In  assessing 
telegraph  and  telephone  companies,  the  board  determines  the  total 
value  of  each  pole  line  in  the  State,  including  instruments  used  in 
connection  therewith.  It  then  obtains  the  assessed  value  per  mile 
by  dividing  the  total  value  by  the  number  of  miles  of  pole  line, 
and  apportions  the  assessment  among  the  counties  in  propor- 
tion to  tlK  mileage  in  each  county.*  Additional  copper  and  iron 
wires  and  cables  are  also  assessed  by  the  state  board  and  appor- 
tioned on  a  mileage  basis  to  the  counties  through  which  they 
extend.  ^ 

The  value  of  the  entire  system  in  the  State  of  electric  current 
transmission  companies  is  first  determined,  and  then  the  value  of 
each  distributing  system,  i.  e.,  the  lower-voltage  system  distribut- 
ing current  to  the  consumers  in  a  mtmicipality  or  community. 
The  values  of  the  distributing  systems  are  apportioned  to  the 
respective  municipalities  where  located,  and  the  remainder,  which 
is  taken  as  the  value  of  the  transmission  system,  is  apportioned 
among  the  several  counties  into  or  through  which  the  same  extends 
on  the  basis  of  main-line  transmission  mileage.*' 

Car  Companies. 

Car  companies,  domestic  and  foreign,  pay  the  general  property 
tax  locally  for  state  and  local  purposes.  In  addition  they  pay 
to  the  State  for  state  puxposes  the  graduated  capital-stock  or 
annual  license  tax.** 

The  property  of  car  companies  is  assessed  annually  by  the  State 
Board  of  EquaUzation.  Every  car  company  operating  any  kind 
of  cars,  except  sfceping  cars,  is  required  by  law  to  make  an  annual 
sworn  statement  to  the  state  auditor,  showing  the  total  mileage 
of  its  cars  in  the  State  dining  the  preceding  year,  the  average  daily 
mileage  of  its  cars  of  each  class,  and  the  total  number  of  cars 
owned  by  the  company.  Each  railroad  company  is  required  by 
statute  to  report  annually  the  total  munber  of  miles  made  over 
its  tracks  in  the  State  by  the  cars  of  each  car  company.  The 
State  Board  of  Equalization  divides  the  total  number  of  miles 
made  by  the  cars  of  the  particular  car  company  within  the  State 
during  the  year  by  365  to  find  the  average  daily  mileage.  The 
result  is  divided  by  the  estimated  average  speed  per  car  per  day, 

oLawB,  1913,  chap.  58,  sec.  92. 

6  Proceedings  of  the  State  Board  of  Equalization,  1912,  pp.  61-79. 

^  Letter  of  Idaho  Tax  Commission,  June  5,  1914. 

^  Laws,  1912,  chap.  6. 
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thus  obtaining  the  number  of  taxable  cars  doing  business  within  the 
State,  Such  niunber  <rf  cars  is  then  multiplied  by  the  estimated 
value  per  car  and  the  result  is  the  total  valuation  of  that  car  com- 
pany's property  for  assessment  piuposes.* 

Every  sleeping-<:ar  company,  including  companies  operating 
parlor,  buffet,  and  tourist  cars,  is  required  by  law  to  report  annually 
the  total  number  of  cars  of  each  class  used  on  all  the  lines  running 
into  the  State,  the  average  value  per  car,  the  total  number  of  miles 
of  main  track  over  which  such  cars  are  used  within  the  State,  and 
within  each  county,  the  total  value  of  such  cars  based  on  the  pro- 
portion which  the  state  mileage  bears  to  the  total  mileage,  and  the 
value  per  mile.  The  statute  requires  the  State  Board  of  Equaliza- 
tion to  fix  the  true  value  of  the  different  classes  of  cars  and  the 
number  of  each  class,  and  to  assess  such  proportion  of  the  total 
value  of  such  cars  as  the  mileage  made  in  the  State  bears  to  the 
total  mileage.* 

The  assessment  of  each  car  company  is  prorated  among  the 
counties  in  proportion  to  the  number  of  miles  of  railroad  main 
track  in  each,  over  which  the  cars  travel. 

Express  CiMnpanies. 

Express  companies,  domestic  and  foreign,  pay  the  general  prop- 
erty tax  assessed  and  collected  locally  for  state  and  local  pinpQ3es.  * 
In  addition  they  pay  to  the  State  for  state  purposes  an  annual  tax 
of  3  per  cent  upon  gross  receipts  within  the  State  and  the  graduated 
capital-stock  or  annual  license  tax.^  The  state  treasurer  deter- 
mines the  amount  of  the  gross-receipts  tax,  and  each  express 
company  is  required  to  report  annually  to  him  the  amount  of  gross 
receipts  within  the  State  during  the  past  calendar  year.* 

PuMic-Utility  Corporations. 

Gas,  water,  and  other  public-utility  corporations  pay  the  gen- 
eral property  tax,  assessed  and  collected  locally,  for  state  and 
local  purposes.  In  addition,  they  pay  to  the  State  for  state 
purposes  the  graduated  capital-stock  or  annual  license  tax.^ 
Gas  and  water  mains  are  assessed  as  real  estate.^  Franchises 
are  not  assessed. 

o  Letter  of  State  Auditor,  Apr.  4,  1914.         ^  Laws,  1912,  chap.  6. 

*  Laws,  191 1,  chap.  209.  ^  Laws,  1911,  chap.  207. 

c  Laws,  19131  chap.  58,  sec.  30.  /  Laws,  1913,  chap.  58,  sec.  6. 
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Manufacturing!  Mercantile,  and  Miscellaneous  Corporations. 

Domestic  and  foreign  manufacturing,  mercantile,  and  miscel- 
laneous corporations  are  taxed  locally  for  state  and  local  purposes 
on  the  value  of  their  tangible  property.*  In  addition  they  pay 
to  the  State  for  state  purposes  the  graduated  capital  stock  or 
annual  license  tax.*  Herds  of  migratory  live  stock  are  assessed 
and  taxed  in  each  of  the  counties  in  which  they  graze  during  the 
year  in  that  proportion  which  the  time  that  they  are  in  each 
county  bears  to  the  entire  year.* 

Mining  Companies. 

Domestic  and  foreign  mining  corporations  pay  the  general 
property  tax  assessed  and  collected  locally  for  state  and  local 
ptuposes  upon  land,  improvements,  machinery,  and  net  profits,** 
and  also  pay  to  the  State  for  state  purposes  the  graduated  capital- 
stock  or  annual  license  tax.*  The  value  placed  upon  mining  land 
for  assessment  purposes  is  the  price  which  was  paid  to  the  United 
States  for  same.  Assessments  of  net  profits  are  recorded  in  a 
special  assessment  book  as  provided  by  statute,  and  the  following 
items  are  required  to  be  specified  in  separate  columns^  for  each 
mine:  (a)  Name  of  the  owner  of  the  mine;  (6)  name,  description, 
and  location  of  the  mine;  (c)  number  of  tons  extracted  during  the 
year;  (d)  gross  yield  or  value  in  dollars  and  cents;  (e)  cost  of 
extracting  same  from  the  mine;  (/)  cost  of  transportation  to  the 
place  of  reduction  or  sale;  (g)  cost  of  reduction  or  sale;  (A)  cost 
of  construction  of  betterments  and  repairs;  (t)  net  profits;  (j) 
total  amount  of  tax. 

**Net  profits"  are  computed  by  deducting  from  the  amount 
of  money  received  from  the  mining,  the  actual  expenditures  of 
money  and  labor  in  extracting,  transporting,  reducing,  and  mar- 
keting the  ore,  and  for  supplies  and  machinery.^  Every  mining 
company  is  required  to  report  annually  to  the  county  assessor 

oLaws,  1913,  chap.  58,  sees.  16,  39,  148,  160. 

&  Laws,  1912,  chap.  6. 

cLaws,  1913,  chap.  58,  sees.  161-172,  In  the  returns  made  by  migratory  stock 
owners  to  the  respective  county  assessors,  the  total  number  of  head  in  each  county 
during  the  whole  or  a  part  of  the  year  is  shown,  and  also  the  equivalent  of  same  for 
the  full  year.  For  example,  600  head  for  four  months  is  taxable  as  200  head  for  the 
year. 

<*  Rev.  Codes,  sees.  1863-1872. 

«  Laws,  191 2,  chap.  6. 

/  Rev.  Cbdes,  sec.  1870. 

ff  Ibid.,  sec.  1864. 
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detailed  information  necessary  to  make  an  intelligent  assessment.^ 
Mining  claims  not  patented  are  exempt  from  taxation.* 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  and  foreign  corporations  are  exempt 
from  taxation  in  the  hands  of  holders  to  the  extent  that  the 
property  represented  by  such  shares  is  taxed  in  the  State.*^  Other- 
wise they  are  taxable.**  Bonds  of  domestic  and  foreign  corpora- 
tions are  not  taxed.* 

Foreign  Corporations. 

Foreign  corporations  of  the  various  classes  herein  considered  are 
taxed  in  practically  the  same  maimer  as  similar  domestic  corpora- 
tions. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  33  per  cent. 

Total  Stats  Receipts,  Taxes  prom  Corporations,  Other  Taxes,  and  Receipts 
FROM  Sources  Other  than  Taxes,  Year  Ended  Sept.  30,  19 12./ 

Total  state  receipts,  all  sources $2,  723,  569.  60 

— « 

State  taxes  from  corporations: 

Railroad  companies  0 $220, 443.  08 

Telephone  companies  0 4, 423.  34 

Telegraph  companies  9 3, 493.  66 

Car  companies  0 i,  206.  72 

Express  companies 3, 199. 16 

Insurance  companies 100, 002. 12 

Corporation  fees  A 24, 094.  05 

Corporation  tax 66, 082.  57 

Bank  tax 6,  539.  00 

Total  ascertainable  state  taxes  from  corporations 429, 483.  70 

o  Rev.  Codes,  sec.  1865. 

b  Laws,  1913,  chap.  58,  sec.  4,  subdiv.  M. 

c  Ibid.,  chap.  58,  sec.  4,  subdiv.  F. 

^Ibid.,  chap.  58,  sec.  7. 

<  Ibid.,  chap.  58,  sec.  4,  subdiv.  L. 

"Under  sec.  4,  subdiv.  L,  and  sec.  7,  chap.  58,  Laws,  1913,  as  we  interpret  these 
sections,  bonds  of  industrial  and  railroad  corporations  whose  property  is  located  in 
this  State  are  exempt,  and  while  bonds  of  such  corporations  having  no  taxable  prop- 
erty in  this  State  would  under  the  law,  as  we  interpret  it,  be  taxable  to  a  resident 
holder,  it  is  found  to  be  impossible  to  reach  such  property  tmder  our  general  property 
tax  system.  We  know  of  no  case  where  such  bonds  have  been  rettuned  for  taxa- 
tion."   Letter,  Idaho  Tax  Commission,  May  13,  1914. 

/  Reports  of  State  Auditor,  Secretary  of  State,  and  Board  of  Equalization,  1912. 

9  Estimated  by  applying  state  rate  of  3  mills  to  the  property  values  as  shown  in 
report  of  State  Board  of  Equalization,  1911,  p.  71. 

*  Report  of  Secretary  of  State,  1912. 
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Other  taxes: 

Licenses $59, 118. 81 

Inheritance 5, 035.  52 

General  property  tax  <^  (less  $229,566.80  above  esti- 
mated)      802, 031. 29 

Total  state  taxes  not  fixym  corporations $866, 185.  62 

Total  taxes  for  state  purposes,  all  sources i,  295, 669. 32 

Receipts  from  sources  other  than  taxes: 

Land  sales 605, 855.  61 

Land  rentals 69, 760.  68 

Carey  Act,  land  sales 29, 439. 49 

Five  per  cent  public  land  sales 11, 178. 12 

Repaid  invested  funds 123, 237.  83 

Interest 403, 849. 48 

Sale  of  state  bonds 29,  oca  00 

Miscellaneous  fees 79, 873. 19 

Fish  and  game  warden  fines,  etc 4, 350.  38 

National  forest  reserves 52,  594.  33 

National  aid  to  soldieis  hoiae 14, 875.  00 

Miscellaneous 3, 886. 17 

Total  receipts  from  sources  otiier  than  taxes i,  427, 90a  28 

Total  state  receipts,  all  sources 2,  723,  569.  60 

IV.  COMMENTS. 
Historical. 

Idaho,  in  its  territorial  period,  adopted  to  a  large  extent  the 
laws  of  California  which  with  respect  to  many  questions  had  been 
passed  upon  by  the  courts  of  the  older  State. 

In  the  report  of  a  special  commission  composed  of  two  citizens 
appointed  by  the  governor  in  191 1  to  recommend  changes  in  the 
revenue  system  of  Idaho,  it  is  pointed  out  ^  that  the  need  of  a 
revision  of  the  revenue  laws  hact  long  been  apparent  to  all 
who  had  considered  the  subject.  The  system  was  adopted  long 
before  statehood  from  the  California  Code  of  1872,  at  a  time  when 
the  Territory  was  without  railroads,  had  few  telegraph  lines,  no 
telephone  communications,  and  when  taxable  property  con- 
sisted of  a  few  widely  scattered  areas  of  patented  land  of  little 
value,  live  stock,  and  some  mining  properties.  The  expenses  of 
the  territorial  government  were  defrayed  by  Congress,  and  such 
little  revenues  as  were  derived  from  direct  taxation  were  applied 
solely  to  the  maintenance  of  county  governments,  schools,  and  a 

^  Part  of  this  conies  from  local  taxation  of  corporations,  but  it  is  impossible  practically 
to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated,  which  are 
not  included  in  this  item. 

b  Report  of  Revenue  Law  Commission,  191 1,  p.  3. 


IDAHO.  57 

few  small  villages  that  had  been  incorporated.  Conditions  have 
totally  changed,  but  the  taxation  system  has  not  been  revised  to 
meet  the  changed  conditions.  As  a  remedy  the  commission  recom- 
mended, among  other  changes,  the  establishment  of  a  permanent 
tax  commission  and  a  more  adequate  means  of  listing  personal 
property.  Its  reconmiendations  were  presented  to  the  legislature 
in  the  form  of  30  bills  and  5  resolutions. 

Full  aad  Fractional  Valuation. 

Prior  to  the  holding  of  the  extraordinary  session  of  191 2  the 
law  required  the  assessment  of  property  at  full  value,  but  this  law 
was  disregarded,  and  as  a  consequence  property  was  bemg  assessed 
at  from  20  to  50  per  cent  of  its  true  value.  In  order  to  correct 
this  abuse  the  governor  started  a  campaign  among  assessors 
which  resulted  in  reaching  a  valuation  of  from  65  to  70  per  cent. 
The  county  commissioners  in  some  counties  and  the  controlling 
boards  of  municipalities  failed,  however,  to  reduce  the  rate  in 
proportion  to  the  increased  valuation.  This  caused  in  many 
cases  an  excessive  amoimt  of  taxes  to  be  collected,  and  a  great 
deal  of  dissatisfaction  resulted.  A  special  session  of  the  legisla- 
ture^  convened  in  191 2  for  the  purpose  of  revising  the  revenue 
system,  enacted  a  nimiber  of  amendments  and  additions  to  the 
tax  laws,  but  the  chief  provision  had  reference  to  fractional  valua- 
tion. The  1 91 2  amendment  provided  that  all  property  be  as- 
sessed at  40  per  cent  of  full  value." 

The  legislatiue  of  191 3  made  a  complete  codification  of  the 
revenue  laws,  and  in  doing  so  abandoned  fractional  valuation 
and  returned  to  the  full  valuation  plan. 

Permanent  Tax  Commission. 

The  Revenue  Law  Commission  of  191 1  in  its  report  and  the  gov- 
ernors in  their  messages  to  the  legislature  in  19 12  and  1913  urged 
the  creation  of  a  permanent  state  tax  commission,  and  in  response  to 
these  recommendations  the  legislature  of  191 3  created  such  a  body. 

«  TI1C  state  tax  agents,  who  were  instructed  by  the  legislature  to  observe  the  work- 
ings of  the  revenue  and  tax  laws  in  the  various  counties  of  the  State  and  report  any 
failure  on  the  part  of  county  officials  to  comply  with  existing  law,  stated  that  in  no 
county  in  the  State  did  the  tax  officers  comply  with  the  law  requiring  the  entry  of 
full  cash  value  on  the  books  and  opposite  thereto  the  assessed  valuation,  or  40  per 
cent  thereof.  The  state  tax  agents  were  of  the  opinion  that  a  reduction  in  the  fixed 
rates  would  have  been  preferable  to  a  change  in  the  basis  of  assessment,  that  Idaho 
would  look  better  among  her  sister  States  with  an  assessed  valuation  of  $500,000,000, 
instead  of  $200,000,000,  and  with  an  average  tax  rate  of  $1  rather  than  a  rate  of  $2.50 
on  the  $100.  Report  of  the  state  tax  agents  to  the  State  Board  of  Equalization,  1912, 
pp.  x8,  19. 


58  TAXATION   OF   CORPORATIONS. 

This  was  the  most  important  change  in  the  general  tax  system  of 
the  State  made  in  191 3.  The  three  members  of  the  Public  Utilities 
Commission  (established  in  191 3),  appointed  by  the  governor, 
were  made  ex  officio  tax  commissioners  without  additional  salary 
for  acting  as  such.  The  commission  is  authorized  to  supervise  the 
administration  of  all  laws  relating  to  the  assessment  of  property, 
the  levy,  collection,  apportionment,  and  distribution  of  taxes, 
and  in  so  doing  is  required  to  oversee  all  boards  of  assessment, 
boards  of  equalization,  and  all  officers  upon  whom  any  duties 
devolve  under  the  revenue  laws  of  the  State. 

In  a  recent  decision  "  of  the  supreme  court  of  Idaho  it  was  held 
that  the  legislatiure  of  191 3  in  creating  the  Tax  Commission  did 
not  intend  to  take  from  the  constitutional  officers  or  boards  any 
of  the  duties  imposed  upon  them  by  the  express  or  implied  pro- 
visions of  the  state  constitution,  nor  to  allow  the  Tax  Commission 
to  usurp  or  perform  the  duties  of  the  assessors  or  coimty  boards  of 
equalization.  The  Tax  Commission  has  no  power  or  authority 
to  compel  a  county  board  of  equalization  to  adopt  its  view^  or 
judgment  in  equalizing  the  value  of  any  property  for  taxation. 
Under  the  provisions  of  the  state  constitution  the  legislatiure  can 
not  assess  property,  nor  can  any  appointive  board  do  so.  Since 
the  constitution  provides  a  method  or  system  for  the  assessment 
of  property,  with  the  object  and  purpose  of  arriving  at  a  imi- 
formity  of  valuation,  and  designates  certain  officers  to  perform 
the  duties  relative  thereto,  it  is  beyond  the  power  of  the  legislature 
to  take  from  such  officers  their  duties. 

A  recent  report  of  the  joint  committee  of  coimty  commissioners 
and  assessors  contains  the  following:* 

"We  would  recommend  that  the  Idaho  Tax  Commission  be 
made  an  elective,  instead  of  an  appointive  body,  and  that  they 
be  elected  on  a  non-partisan  ticket,  and  the  power  of  equalizing 
valuations  be  delegated  to  that  body.'' 

In  regard  to  the  duties  of  the  Tax  Commission  the  legislative 
committee  of  assessors  recently  presented  the  following  resolution : « 

**  Resolved,  that  we  favor  an  amendment  to  the  Constitution 
of  the  State  of  Idaho  abolishing  the  State  Board  of  Equalization, 
and  that  the  powers  now  exercised  by  the  State  Board  of  Equaliza- 
tion be  conferred  upon  the  Idaho  Tax  Commission." 

a  Blomquist  et  al.,  Idaho  Tax  Commission  v.  Board  of  Commissioners  of  Bannock 
County,  25  Idaho,  284  (1913).     (See  note  on  p.  45.) 

&  Minutes  of  the  meeting  of  the  assessors  of  the  State  of  Idaho,  Dec.  16-18,  1913, 
p.  10. 

«lbid.,  p.  II. 
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The  governor,  in  a  special  letter  to  taxpayers  contained  in  a 
"  Special  Report  of  the  Idaho  Tax  Commission  on  the  Tax  Situation 
in  the  State  of  Idaho," «  dated  February  14,  191 4,  states  that 
it  is  his  purpose  to  ask  the  legislature  to  enact  remedial  legislation 
allowing  the  State  Tax  Commission  to  control  the  actual  deter- 
mination of  local  tax  levies;  extending  the  supervisory  powers  of 
the  Tax  Commission  by  law  where  possible  and  by  proposed  con- 
stitutional amendments  if  necessary,  to  the  end  that  this  body 
shall  have  general  supervision  and  control  of  all  assessments, 
equalization,  and  tax  levies,  except  those  made  by  the  legislature; 
and  providing  for  a  scientific,  imiform,  comprehensive,  and  easily 
understood  system  of  accotmting  in  the  several  branches  of  the 
government,  giving  the  supervision  of  same  to  the  State  Tax  Com- 
mission. 
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<»  Minutes  of  the  meeting  of  the  assessors  of  the  State  of  Idaho,  Dec.  16-18,  19 13,  p.  2. 
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I.  GENERAL  VIEW. 

Chief  FeaAitres. 

First.  The  use  of  tbe  general  ponoperty  tax  as  the  principal  means 
of  raising  revenue. 

Second.  The  taxing  of  express  companies  upon  gross  receipts. 

General  Property  Tax. 

The  property  of  all  corporations  herein  treated,  except  that  of 
express  companies,  is  subject  to  the  general  property  tax  paid 
locally  for  state  and  local  ptnposes. 

Railroad,  telegraph,  telephone,  and  car  companies  are  assessed 
on  their  operating  property  by  the  State  Board  of  Equalization, 
and  on  their  nonoperating  property  by  local  assessors.  Manu- 
facturing and  mercantile  companies  are  assessed  locally  upon 
the  estimated  yearly  average  value  of  raw  material  and  merchan- 
dise on  hand;  tbe  real  estate  of  these  two  classes  of  companies 
is  assessed  like  that  of  individuals.  Developed  or  producing  min- 
ing property  is  assessed  by  the  State  Board  of  Equalization  upon 
the  net  value  of  gross  product  and  upon  surface  improvements 
in  lieu  of  the  tax  on  land.  All  j^operty  is  required  by  statute  to 
be  assessed  at  actual  value. 

Gross-Receipts  Tax. 

The  gross-receipts  tax  is  applicable  to  express  companies  only. 
It  is  assessed  and  collected  by  the  State  for  state  and  local  pur- 
poses and  is  in  lieu  of  all  other  taxes. 

Stockholders  and  Bondholders. 

Shares  of  stock  and  bonds  of  domestic  and  foreign  corporations 
of  the  classes  herein  treated  appear  to  be  taxable  to  the  holders 
thereof  though  in  practice  not  assessed. 

■ 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are  taxable 
in  practically  the  same  manner  as  domestic  corporations. 
60 


WYOMING.  6l 

AdmJiBstnttkni. 

The  State  Board  of  Equalization,  composed  of  the  secretary  of 
state,  state  auditor,  and  state  treasurer,  assesses  the  operating 
property  of  railroad,  tel^praph,  telephone,  and  car  companies,  the 
gross-receipts  tax  on  express  companies,  and  the  gross  product 
of  mines.  It  also  equalizes  the  value  of  real  property  between 
counties  and  towns  and  can  raise  or  lower  individual  assessments 
in  the  counties  upon  its  own  initiative.  (Comp.  Stats.,  sec.  2356. 
Interview  with  state  tax  officials,  February,  191 3.)  All  property 
not  assessed  by  the  State  Board  of  Equalization  is  assessed  by 
county  assessors  elected  every  two  years  and  by  deputies  appointed 
by  them  for  each  assessment  district  into  which  the  county  is 
divided. 

The  commissioner  of  taxation,  who  is  appointed  by  the  gov- 
ernor and  confirmed  by  the  senate  for  a  term  of  four  years,  is 
given  very  large  supervisory  and  directive  authority  over  local 
assessors  with  power  to  remove  them  and  change  their  assess- 
ments upon  his  own  initiative.  He  is  required  to  appraise  the 
vahte  of  all  property  owned  by  companies  assessed  by  the  State 
Board  of  Equalization  but  has  no  authority  over  assessments 
made  by  it.     (Comp.  Stats.,  sees.  21 7^223.) 

The  general  property  tax  is  collected  by  coimty  treasurers  and 
the  gross-receipts  tax  is  collected  by  the  state  treasm-er.« 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution.  * 

''All  taxation  shall  be  equal  and  uniform. "<" 

"  All  property,  except  as  in  this  constitution  otherwise  provided, 
shall  be  tmiformly  assessed  for  taxation,  and  the  legislature  shall 
prescribe  such  regulations  as  shall  secure  a  just  valuation  for 
taxation  of  all  property,  real  and  personal.*' ** 

"All  mines  and  mining  claims  from  which  *  *  *  precious 
metals    *    *    *    or  other  valuable  deposit,  are  or  may  be  pro- 

<^  Sources  of  revenue  in  Wyonmig: 

Municipal  and  local  diatricts. — (a)  Genefal  property  tax;  (b)  business  taxes  and 


County. — (a)  General  property  tax;  {b)  gR>8s>receipts  tax;  (c)  poll  tax;  (</) business 
taxes  and  licenses;  (e)  inheritance  tax. 

State. — (a)  General  property  tax;  (b)  gross^receipts  tax;  (c)  business  taxes  and 
licenses;  {^)  fines,  fees,  etc. 

b  Except  as  otherwise  indicated,  references  are  to  the  oonstitution  of  the  State  as 
contained  in  Wyoming  Compiled  Statutes,  19 10. 

^  Constitution,  Art.  I,  sec.  28. 

<*  Ibid.,  Art.  XV,  sec.  ii. 
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duced  shall  be  taxed  in  addition  to  the  surface  improvements,  and 
in  lieu  of  taxes  on  the  lands,  on  the  gross  product  thereof  *  *  * 
provided,  that  the  product  of  all  mines  shall  be  taxed  in  propor- 
tion to  the  value  thereof."^ 

'*  All  coal  lands  in  the  State  from  which  coal  is  not  being  mined 
shall  be  listed  for  assessment,  valued  for  taxation  and  assessed 
according  to  value.*** 

'*The  legislature  shall  not  delegate  to  any  *  *  *  private 
corporation    *    *    *     any  power    *    *    *     to  levy  taxes.  "^ 

'*The  legislature  shall  not  pass  local  or  special  laws  *  *  * 
granting  to  any  corporation  *  *  *  or  individual  *  *  * 
any  special  or  exclusive  privilege,  immunity  or  franchise  what- 
ever *  *  *;  for  the  assessment  or  collection  of  taxes;  *  *  * 
extending  the  time  for  the  collection  of  taxes;"  or  '* exempting 
property  from  taxation.  *'** 

The  surrender  or  suspension  of  the  power  of  taxation  *'by  any 
grant  or  contract  to  which  the  State  or  any  county  or  other 
municipal  corporation  shall  be  a  party"  is  prohibited.* 

r 

**  Lands  belonging  to  citizens  of  the  United  States  residing 
without  this  state  shall  never  be  taxed  at  a  higher  rate  than  the 
lands  belonging  to  residents."^ 

**No  distinction  shall  ever  be  made  by  law  between  resident 
aliens  and  citizens  as  to  the  *  *  *  taxation,  *  *  *  of 
property,  "fi' 

"All  lands  and  improvements  thereon  shall  be  listed  for  assess- 
ment, valued  for  taxation  and  assessed  separately.*** 

**The  property  of  the  United  States,  the  State,  counties,  cities, 
towns,  school  districts,  municipal  corporations  and  public  libra- 
ries,** property  used  for  religious  worship,  and  '*such  other  prop- 
erty as  the  legislature  may  by  general  law  provide*'  shall  be 
exempt  from  taxation.^ 

«  Constitution,  Art.  XV,  sec.  3. 

&  Ibid.,  Art.  XV,  sec.  2. 

c  Ibid.,  Art.  Ill,  sec.  37. 

^  Ibid.,  Art.  Ill,  sec.  27. 

«  Ibid.,  Art.  XV,  sec.  14. 

The  provision  of  the  state  constitution  requiring  property  to  be  uniformly  assessed 
for  taxation,  does  not  mean  that,  in  the  case  of  the  assessment  of  all  kinds  of  taxable 
property,  the  same  officers  shall  act,  or  that  the  proceedings  touching  the  assessment 
shall  be  the  same.  There  is  uniformity  in  the  assessment,  and  in  the  mode  thereof, 
if  the  same  basis  of  valuation  is  taken  as  to  all  property  of  like  character,  but  absolute 
equality  in  taxation  is  an  impossibility.     Kelley  v.  Rhoads,  7  Wyoming,  237  (1897). 

/Ordinances,  sec.  3,  Wyoming  Comp.  Stats.,  1910,  p.  8g. 

ff  Constitution,  Art.  I,  sec.  29. 

A  Ibid.,  Art.  XV,  sec.  i. 

<  Ibid.,  Art.  XV,  sec.  12. 
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**The  legislature  shall  restrict  the  powers"  of  municipal  cor- 
porations "to  levy  taxes  and  assessments/'" 

The  rate  for  state  revenue  (except  for  state  educational  and 
charitable  institutions  and  for  the  state  debt  and  interest  thereon, 
is  limited  to  4  mills;  for  coimty  revenue  (except  cotmty  public 
debt  and  interest  thereon)  to  12  mills;  and  for  incorporated  city 
or  town  revenue  (except  for  payment  of  its  public  debt  and  inter- 
est thereon)  to  8  mills  on  each  dollar  of  assessed  valuation.^ 

The  constitution  also  provides  for  a  state  board  of  equalization 
**  composed  of  the  state  auditor,  treasurer,  and  secretary  of 
state  *  *  *  to  fix  a  valuation  each  year  for  the  assessment 
of  live  stock  *  *  *  to  assess  at  their  actual  value  the  fran- 
chises" and  certain  operating  property  "of  all  railroads  and  other 
comimon  carriers  *  *  *  such  assessed  valuation"  to  be 
apportioned  to  the  proper  coimties.  "The  assessment  so  made 
shall  not  apply  to  incorporated  towns  and  cities.  Said  board 
shall  also  have  power  to  equalize  the  valuation  on  all  property 
in  the  several  coimties  for  the  state  revenue."  The  board  is 
required  to  perform  ' '  such  other  duties  as  may  be  prescribed  by 
law."^' 

Statutes.** 
General  Property  Tax. 

Corporations,  domestic  and  foreign,  except  express  companies, 
are  subject  to  the  general  property  tax,  payable  locally,  for  state 
and  local  purposes  on  all  property,  including  moneys  and  credits.* 
Bona  fide  debts  may  be  deducted  from  credits.  ^ 

Both  real  and  personal  property  are  assessed  annually.  The 
taxable  situs  of  personal  property  is  the  coimty  in  which  it  is 
located  on  assessment  day.*'  Credits  belonging  to  a  company  not 
pertaining  to  a  business  in  any  one  county  are  taxable  at  the 
principal  place  of  business.*  Assessments  of  all  property,  as 
required  by  statute,  are  to  be  made  at  actual  and  full  cash  market 
value.'     In  practice,  however,  property  was  only  assessed  at  a 

^  Constitution,  Art.  XIII,  sec.  3. 
ft  Ibid.,  Art.  XV,  sees.  4-6. 
c  Ibid.,  Art.  XV,  sees.  9,  10. 

^  Except  as  otherwise  indicated,  the  references  given  herein  are  to  the  Wyoming 
Compiled  Statutes,  1910,  cited  as  "Comp.  Stat." 

^  Laws,  1911,  p.  114;  Comp.  Stat.,  sees.  1183,  2324,  2445. 

/  Comp.  Stat.,  see.  2336. 

0  Ibid.,  sec.  2327. 

*  Ibid.,  sec.  2329. 

'  Ibid.,  sec.  1265;  Laws,  1911,  p.  114. 
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fractional  part  of  actual  value  prior  to  1909,  but  coiomencmg  with 
that  year  assessments  have  been,  according  to  the  Report  oi  the 
Commissioner  of  Taxation,  on  a  full  cash  market-value  bosis.*^ 

The  constitution,  with  certain  exceptions,  such  as  the  payment 
of  public  debt,  limits  the  rate  of  tax  on  each  dollar  of  assessed 
value  to  4  mills  for  state  purposes,  to  12  mills  for  county  purposes, 
and  to  8  mills  for  municipal  purposes.*  A  further  limitation 
is  found  in  a  legislative  act,*^  which  prohibits  an  increase  of  the 
total  sum  produced  each  year  in  cities  and  towns,  by  more  than 
2  per  cent  of  the  total  sum  produced  for  the  preceding  year, 
which  may  be  increased  further  for  one  year  by  a  vote  of  the 
people.  A  graduated  limitation  is  placed  on  counties  accovding 
to  the  total  assessed  valuation  of  property,  the  maximum  being 
7  mills,  unless  the  State  Board  of  Equalization  spedatly  authorizes 
a  holier  rate. 

In  addition  to  the  property  exemptions  mentioned  in  the  con- 
stitution, mortgages,  together  with  the  indebtedness  secured 
thereby,  state  and  local  bonds  owned  within  the  State,  and  a  certain 
amount  of  personal  property  belonging  to  each  mdividiml,  are 
exempt. ** 

Railroad,  Telegraph,  and  Telephone  Companies. 

Railroad,  telegraph,  and  telephone  companies,  both  domestic 
and  foreign,  pay  locally  the  general  property  tax  for  state  and 
local  purposes. 

The  operating  property  (except  machine  shops,  rolling  mills, 
and  hotels)  of  each  of  these  classes  of  companies  is  assessed  by  the 
State  Board  of  Equalization.  All  other  property  is  assessed 
locally.  In  making  its  assessment  the  state  board  is  directed 
by  statute  to  determine  the  value  of  each  mile  of  railroad,  tele- 
graph, and  telephone  property  by  dividing  the  sum  of  the  whole 
value  within  the  State  by  the  number  of  miles  of  line  or  route  in 
Wyoming.  With  this  exception,  the  board  is  not  limited  to  any 
particular  method  of  assessment.*     It  is,  however,  aided  by  an 

<»  First  Biennial  Ref)ort,  Commissioner  of  Taxation,  1909-10,  p.  6;  interview  with 
state  tax  officials,  Feb.  3,  1913. 

6  Constitution,  Art.  XV,  sees.  4-6. 

c  Laws,  191 1,  p.  176. 

d  Ibid.,  p.  97,  and  Comp.  Stat.,  sees.  2321-2323. 

«  Comp.  Stat.,  sec.  2358. 

"  The  present  law  relating  to  the  assessment  of  public  service  corporations  does 
not  give  the  assessment  board  sufficient  information  from  the  returns  as  now  made  to 
enable  it  to  arrive  at  an  accurate  valuation  of  the  property.  Only  values  of  physical 
property  can  be  considered,  and  these  are  but  a  small  portion  of  all  the  elements  that 
enter  into  the  value  of  corporate  property.  Intangible  values  cannot  be  considered. '  * 
First  Biennial  Report,  Commissioner  of  Taxation,  1909-10. 
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appraisement  made  by  the  commissioner  of  taxation;*  and  by  re- 
ports from  these  companies  showing  mileage  of  roadbed,  rails,  and 
wire,  rolling  stock  and  other  property  used  in  operation.  In 
practice,  franchises  are  not  assessed.  Apportionment  is  made 
on  a  mileage  basis  to  the  various  counties  through  which  the  roads 
or  lines  pass.  This  is  accomplished  with  respect  to  railroads  by 
certifying  to  the  assessor  the  niunber  of  miles  of  main  line,  of 
branch  lines,  and  of  spur  tracks,  separately,  belonging  to  the 
different  companies  operating  in  the  county.  *  The  same  is  true 
with  respect  to  telegraph  and  telephone  property,  which  is  classi- 
fied as  *'  first  wire  and  poles, "  *'  additional  copper  wire, "  *'  cables,  ** 
"instruments,"  and  •  "equipment. "  The  value  of  instnunents 
and  equipment,  including  exchanges,  is  reduced  to  a  mileage  basis 
by  dividing  it  into  the  number  of  miles  of  "  first  wire  and  poles. "  ^ 

^  Comp.  Stat.,  sec.  221. 

&  The  total  main-line  mileage  in  Wyoming  of  a  certain  road,  as  reported  in  the  Bi- 
ennial Report  of  State  Auditor,  1911-12,  p.  52,  was  470.88  miles,  valued  at  $23,544,000 

or  $50,000  per  mile,  with  spurs  and  branches  valued  at  $61 1,900.    The  apportionment 

was  as  follows: 

Albany  County: 

79.57  miles  main  line,  at  $50,000  per  mile $3, 978, 500 

16.08  miles  branch  line,  at  $20,000  per  mile 321, 600 

Carbon  County: 

83.94  miles  main  line,  at  $50,000  per  mile 4, 197, 000 

Laramie  County: 

82.69  mil^  main  line,  at  $50,000  per  mile 4, 134, 500 

Sweetwater  County: 

Z53.41  miles  main  line,  at  $50,000  per  mile 7, 670, 500 

9.19  miles  branch  line,  at  $20,000  per  mile 183, 800 

8.71  miles  branch  line,  at  $10,000  per  mile 87, 100 

IHnta  County: 

71.27  miles  main  line,  at  $50,000  per  mile 3, 563,  500 

3.88  miles  branch  line,  at  $5,000  per  mile 19, 400 

<:The  following  table  is  taken  from  the  1911-12  Biennial  Report  of  the  State  Auditor 

(p.  54)  and  shows  the  assignment  to  Albany  County  of  property  assessed  to  a  certain 

telegraph  and  telephone  company  at  a  total  valuation  for  the  State  of  $341,572.20. 

The  total  "first  wire  and  poles"  mileage  within  the  State  was  992  miles;  64  miles 

was  in  Albany  County. 

Albany  County: 

64  miles  first  wire  and  poles,  at  $175 $iii  200. 00 

63  miles  additional  copper  wire,  at  $22 i,  386.  00 

20  miles  old  line,  at  $50 i^  00a  00 

iS  miles  additional  iron  wire,  at  $10 i8a  00 

64  miles  equipment,  at  $23 i,  47^-  00 

12,875  ^®^^  cable,  at  $0.20 2, 575. 00 

634  instruments,  at  $4 s,  536.  00 

ao,  349. 00 
490g4"— 1 
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A  further  apportionment  is  made  on  the  same  basis  by  the  county 
commissioners  to  the  several  school  districts  within  their  respective 
counties.'  Railroads  are  required  to  ftunish  data  to  the  state 
auditor  with  respect  to  mileage  made  by  cars  of  car  companies. 

Express  Companies. 

Express  companies,  both  domestic  and  foreign,  pay  to  the  State 
for  state  and  local  purposes  a  tax,  in  lieu  of  all  other  taxes,  of  5 
per  cent  on  gross  receipts  from  business  within  Wyoming.  One- 
half  of  the  revenue  from  this  tax  is  retained  by  the  State  and  the 
other  half  is  apportioned  to  the  coimties  through  which  the  routes 
pass.  Apportionment  is  based  on  the  main-line  mileage  of  the 
raih-oads  over  which  the  express  companies  operate. 

The  term  **  gross  receipts,*'  as  interpreted  by  state  officials, 
includes  all  intrastate  and  interstate  receipts  collected  at  the 
several  local  express  offices. 

Assessment  is  by  the  State  Board  of  Equalization  and  is  based 
on  the  appraisement  of  the  commissioner  of  taxation  and  upon 
reports  from  the  express  companies.  These  reports  are  subject 
to  confirmation  by  the  state  examiner,  who  has  authority  to  inspect 
the  books  of  express  companies.* 

Car  Companies. 

Car  companies,  domestic  and  foreign,  pay  locally  the  general 
property  tax  for  state  and  local  purposes  on  the  value  of  the 
average  number  of  cars  operated  in  the  State  during  the  preceding 
year. 

Assessment  is  by  the  State  Board  of  Equalization  on  appraise- 
ments by  the  commissioner  of  taxation  *  and  on  reports  from  car 
companies  and  from  railroad  companies  over  whose  lines  the  cars 
travel.  These  reports  are  harmonized,  and  from  all  the  data  pre- 
sented the  state  board  determines  a  daily  average  car  mileage  and  a 
value  per  car  for  each  particular  class  of  cars  belonging  to  companies 
operating  within  the  State.**  The  average  number  of  cars  of  each 
class  is  then  multiplied  by  the  value  per  car  and  the  result  rep- 
resents the  assessable  value.  The  assessment  so  made  is  appor- 
tioned to  the  counties  through  which  the  cars  have  traveled  on 
the  basis  of  mileage  in  such  counties.  It  is  reapportioned  to 
school  districts  by  county  commissioners.^  The  taxes  are  then 
levied  and  collected  locally  in  the  same  manner  as  other  taxes. ^ 

«Comp.  Stat.,  sees.  2358,  2360.  <*Ibid.,  sees.  2358,  2362-3364. 

6  Ibid.,  sees.  221,  2444-2447.  <  Ibid.,  sec.  2364. 

«Ibid.,  see.  221.  /Ibid.,  sec.  2366. 
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Gas,  Electric-Light,  Power,  and  Irrigation  Companies. 

Gas,  electric-Ught,  power,  irrigation,  and  similar  classes  of  public- 
utility  companies  are  taxed  locally  imder  the  general  property 
tax.« 

The  property  of  these  classes  of  companies  is  assessed  by  local 
officials  at  its  location  and  practically  in  the  same  manner  as  the 
property  of  individuals.* 

Manufacturing,  Mercantile,  and  Mining  Companies. 

Manufacturing,  mercantile,  and  mining  companies  pay  locally 
the  general  property  tax  for  state  and  local  purposes. 

Manufacturing  and  mercantile  companies  are  assessed  locally — 
the  former  on  the  estimated  yearly  average  value  of  material 
entering  into  final  combination  or  manufactiu^,  and  the  latter 
on  the  estimated  yearly  average  value  of  merchandise  in  their 
possession,^  in  both  cases  taking  the  average  of  the  year  pre- 
ceding the  assessment  .**  Real  estate  of  manufacturing  and  mer- 
cantile companies  is  assessed  in  the  same  manner  as  real  estate 
belonging  to  individuals.* 

Developed  or  producing  mines  are,  in  lieu  of  taxes  on  real  estate, 
taxed  on  the  net  value  of  gross  products  at  the  mine,  in  addition 
to  any  tax  which  may  be  assessed  on  surface  improvements,  f 

Assessments  are  made  by  the  State  Board  of  Equalization  and 
are  based  on  appraisements  by  the  conunissioner  of  taxation  and 
on  reports  from  minmg  companies  showing  the  net  value  of  gross 
product,  fi'  After  assessment  the  taxable  values  are  certified  by 
the  state  auditor  to  the  county  assessors  of  the  respective  coim- 
ties  in  which  the  mines  are  located.* 

oComp.  Stat.,  sec.  3324. 

^Ibid.,  sec.  3337. 

« Ibid.,  sec.  3337. 

^  Ibid. I  sec.  3338. 

'Ibid.,  sec.  3334. 

/Ibid.,  sec.  3449. 

a  Ibid.,  sees.  3450,  3451. 

*Ibid.,  sec.  345a. 

"  The  present  method  of  the  assessment  of  the  output  of  mines  is  unsatisfactory,  and 
the  law  indefinite  and  conflicting.  The  present  law  should  be  so  amended  that  there 
can  be  no  question  as  to  what  shall  be  assessed  and  as  to  how  it  shall  be  assessed  and 
the  authority-  of  the  assessing  board  plainly  and  clearly  set  forth."  First  Biennial 
Report,  Oommissioner  of  Taxation,  1909-10,  p.  19. 
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A  further  apportionment  is  made  on  the  same  basis  by  the  county 
commissioners  to  the  several  school  districts  within  their  respective 
counties."  Railroads  are  required  to  furnish  data  to  the  state 
auditor  with  respect  to  mileage  made  by  cars  of  car  companies. 

Express  Companies. 

Express  companies,  both  domestic  and  foreign,  pay  to  the  State 
for  state  and  local  purposes  a  tax,  in  lieu  of  all  other  taxes,  of  5 
per  cent  on  gross  receipts  from  business  within  Wyoming.  One- 
half  of  the  revenue  from  this  tax  is  retained  by  the  State  and  the 
other  half  is  apportioned  to  the  counties  through  which  the  routes 
pass.  Apportionment  is  based  on  the  main-line  mileage  of  the 
railroads  over  which  the  express  companies  operate. 

The  term  **  gross  receipts,*'  as  interpreted  by  state  officials, 
includes  all  intrastate  and  interstate  receipts  collected  at  the 
several  local  express  offices. 

Assessment  is  by  the  State  Board  of  Equalization  and  is  based 
on  the  appraisement  of  the  commissioner  of  taxation  and  upon 
reports  from  the  express  companies.  These  reports  are  subject 
to  confirmation  by  the  state  examiner,  who  has  authority  to  inspect 
the  books  of  express  companies.^ 

Car  Companies. 

Car  companies,  domestic  and  foreign,  pay  locally  the  general 
property  tax  for  state  and  local  purposes  on  the  value  of  the 
average  number  of  cars  operated  in  the  State  during  the  preceding 
year. 

Assessment  is  by  the  State  Board  of  Equalization  on  appraise- 
ments by  the  commissioner  of  taxation  ^  and  on  reports  from  car 
companies  and  from  railroad  companies  over  whose  lines  the  cars 
travel.  These  reports  are  harmonized,  and  from  all  the  data  pre- 
sented the  state  board  determines  a  daily  average  car  mileage  and  a 
value  per  car  for  each  particular  class  of  cars  belonging  to  companies 
operating  within  the  State.^  The  average  number  of  cars  of  each 
class  is  then  multiplied  by  the  value  per  car  and  the  result  rep- 
resents the  assessable  value.  The  assessment  so  made  is  appor- 
tioned to  the  coimties  through  which  the  cars  have  traveled  on 
the  basis  of  mileage  in  such  counties.  It  is  reapportioned  to 
school  districts  by  county  commissioners.*  The  taxes  are  then 
levied  and  collected  locally  in  the  same  manner  as  other  taxes.^ 

<>Comp.  Stat.,  sees.  2358,  3360.  <*Ibid.,  sees.  2358,  3362-3364. 

b  Ibid.,  sees.  231,  3444-3447.  « Ibid.,  sec.  3364. 

<^Ibid.,  sec.  331.  /Ibid.,  sec.  3366. 
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GaSy  Electric-Light,  Power,  and  Irrigation  Companies. 

Gas,  electric-light,  power,  irrigation,  and  similar  classes  of  public- 
utility  companies  are  taxed  locally  tmder  the  general  property 
tax." 

The  property  of  these  classes  of  companies  is  assessed  by  local 
officials  at  its  location  and  practically  in  the  same  manner  as  the 
property  of  individuals.* 

Manufacturing,  Mercantile,  and  Mining  Companies. 

Manufacturing,  mercantile,  and  mining  companies  pay  locally 
the  general  property  tax  for  state  and  local  purposes. 

Manufacturing  and  mercantile  companies  are  assessed  locally — 
the  former  on  the  estimated  yearly  average  value  of  material 
entering  into  final  combmation  or  manufacture,  and  the  latter 
on  the  estimated  yearly  average  value  of  merchandise  in  their 
possession ,*=  in  both  cases  taking  the  average  of  the  year  pre- 
ceding the  assessment  .**  Real  estate  of  manufacturing  and  mer- 
cantile companies  is  assessed  in  the  same  manner  as  real  estate 
belonging  to  individuals.* 

Developed  or  producing  mines  are,  in  lieu  of  taxes  on  real  estate, 
taxed  on  the  net  value  of  gross  products  at  the  mine,  in  addition 
to  any  tax  which  may  be  assessed  on  surface  improvements.  ^ 

Assessments  are  made  by  the  State  Board  of  Equalization  and 
are  based  on  appraisements  by  the  conmiissioner  of  taxation  and 
on  reports  from  mining  companies  showing  the  net  value  of  gross 
product.^  After  assessment  the  taxable  values  are  certified  by 
the  state  auditor  to  the  county  assessors  of  the  respective  cotm- 
ties  in  which  the  mines  are  located.* 

oComp.  Stat.,  sec.  3324. 

6  Ibid.,  sec.  3327. 

c  Ibid.,  sec.  2337. 

<*  Ibid. I  sec.  3338. 

« Ibid.,  sec.  3334. 

/Ibid.,  sec.  3449. 

a  Ibid.,  sees.  3450,  3451. 

*Ibid.,  sec.  3453. 

"  The  present  method  of  the  assessment  of  the  output  of  mines  is  unsatisfactory,  and 
the  law  indefinite  and  conflicting.  The  present  law  should  be  so  amended  that  there 
can  be  no  question  as  to  what  shall  be  assessed  and  as  to  how  it  shall  be  assessed  and 
the  authority-  of  the  assessing  board  plainly  and  clearly  set  forth."  First  Biennial 
Report,  Oommissioner  of  Taxation,  1909-10,  p«  19. 
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Stockholders  and  Bondholders. 

Shares  of  stock  of  both  domestic  and  foreign  corporations  appear 
to  be  taxable  to  the  holders,  but  in  practice  they  have  not  been 
assessed.  Bonds  of  domestic  and  foreign  corporations  are  taxable 
to  the  holders." 

Foreign  Corporations. 

Foreign  corporations  are  in  general  taxable  like  similar  domestic 
corporations. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  34  per  cent. 

ToTAi*  State  Rbcbipts,  Taxes  prom  Corporations^  Other  Taxes,  and  Receipts 
FROM  Sources  Other  than  Taxes,  Year  Ended  Sept.  30,  1912.& 

Total  state  receipts,  all  sources $1, 176, 447.  gi 

State  taxes  from  corporations: 

Railroad  companies^ $152, 531-  44 

Mining  companies<^ 16, 785. 91 

Car  compames<^ 3, 047.  75 

Telegraph  and  telephone  companies  <: 3, 083.  49 

Expre^  companies i,  553. 04 

Insurance  fees  and  taxes 36,  773.  66 

Total  ascertainable  state  taxes  from  corporations 213, 774.  29 

Other  taxes: 

Inheritance  tax 316.  45 

Game  licenses 25, 061.  00 

General  property  tax  <*  (less  $175,447.59  above  esti- 
mated)      398, 125.  38 

Total  state  taxes  not  from  corporations 423,  502.  83 

Total  taxes  for  state  purposes,  all  sources 637, 277. 12 

Receipts  from  sotu-ces  other  than  taxes: 

United  States  forest  reserve  fimd 30, 126.  52 

Interest 45,  50a  68 

Miscellaneous  receipts  « 463,  543.  59 

Total  receipts  from  sources  other  than  taxes 539, 17a  79 

Total  state  receipts,  all  sources i,  176, 447.  91 

a  Comp.  Stat.,  sec.  2324,  and  Laws,  1911,  p.  114. 

&  Report  of  State  Auditor,  1911-12. 

c  Estimated  by  applying  the  1912  state  rate  of  3.08  mills  to  the  assessed  valuation 
of  the  property  for  that  year. 

<i  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  impossible  prac- 
tically to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 

«The  greater  part  of  this  comes  from  rentals  sad  sales  d  land. 
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IV.  COMMENTS. 
Historical. 

The  first  territorial  legislature  of  Wyoming  (1869)  established 
substantially  a  general  property  tax  system.  The  laws  enacted 
provide  for  the  assessment  of  railroad,  canal,  telegraph,  and  cer- 
tain other  public-service  corporations  by  county  assessors.  Pro- 
vision was  also  made  for  the  taxation  of  stocks,  insurance  premi- 
ums, mortgages  and  like  sectuities,  also  franchises  which  were  to 
be  considered  real  estate,  and  all  other  real  and  personal  property 
located  in  the  Territory  belonging  to  corporations.*  It  would 
seem  that  at  this  time  both  corporate  stock  in  the  hands  of  holders 
and  corporate  property  were  taxable.  The  first  territorial  legis- 
lature also  provided  a  general  incorporation  act.  * 

A  territorial  board  of  equalization  was  established  in  1869,* 
but  it  was  not  imtil  1879  that  it  was  authorized  to  assess  railroad 
and  telegraph  property  and  to  report  the  valuation  per  mile  to 
county  auditors  for  the  application  of  the  general  property  tax.  ^ 

The  first  state  legislature  provided  for  the  taxation  of  paid-in 
capital  stock,  including  accumulated  surplus,  of  domestic  and  for- 
eign corporations,  and  for  exemption  of  shares  in  the  hands  of 
holders.*  In  1895  the  capital  stock  of  domestic  corporations  was 
exempted  from  taxation,'  and  in  191 1  this  provision  was  extended 
to  include  the  capital  stock  of  foreign  corporations  and  mortgages.^ 

Property  used  in  the  manufacture  of  sugar,  or  any  other  prod- 
uct of  the  sugar  beet,  was  exempted  from  taxation  in  1897  for  a 
period  of  ten  years,  provided  75  per  cent  of  the  beets  used  were 
grown  in  Wyoming.*  In  1903  express  companies  were  subjected 
to  the  gross-receipts-tax  law  now  in  force.' 

In  1909  the  office  of  the  commissioner  of  taxation  was  created. 
'V\Tiile  this  officer  does  not  assess  property,  he  has  very  wide  dis- 
cretionary and  supervisory  powers  over  all  tax  officials  and  tax 
boards,  except  the  State  Board  of  Equalization.  He  is,  however, 
required  to  furnish  appraisements  to  the  state  board  and,  if 
necessary,  investigate  for  taxation  purposes  those  corporations 
which  it  assesses,  although  he  has  no  power  to  enforce  the  accept- 
ance of  the  values  found  in  his  appraisal. 

a  Laws,  1869,  Wyo.  Ter.,  pp.  340-363.  /Laws,  1895,  p.  207. 

^  Ibid.,  p.  234.  ^Laws,  1911,  pp.  97,  114. 

<'Ibid.,  p.  352.  *Laws,  1897,  p.  78. 

<<Laws,  1879,  Wyo.  Tcr.,  p.  13.  'Laws,  1903,  p.  146. 
'Laws,  1890-91,  p.  169. 
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High  Valuation,  Low  Rate. 

The  first  report  of  the  commissioner  of  taxation  contains  a  great 
deal  of  selected  classified  financial  data,  an  account  of  the  results 
obtained  imder  the  operation  of  the  law  creating  the  office  which 
he  occupies,  and  certain  recommendations  with  respect  to  suggested 
changes  in  tlie  tax  system. 

The  practical  results  of  the  legislative  requirement  that  all 
property  be  assessed  at  its  true  and  full  cash  market  value  is 
made  the  chief  featiure  of  this  report,  and  the  following  statement 
illustrates  the  principle  that  increased  assessments,  occasioned  by 
high  valuations,  are  ordinarily  accompanied  by  a  corresponding 
reduction  of  tax  rates: 

"  The  assessed  valuation  of  all  property  in  the  State  for  the  year 

1908,  imder  the  former  methods,  was  $67,580,051,  while  for  the 
year  1909,  under  the  new  law,  it  was  $186,157,274,  an  increase  of 
$118,577,223.  The  assessed  valuation  of  the  State  in  1909  was 
two  and  three-fourths  times  that  of  1908.  The  tax  levy  was 
reduced  in  almost  the  same  proportions,  the  levy  for  state  pur- 
poses being  2.47  mills  in  1909,  while  it  was  6.5  mills  in  1908. 
If  the  amount  raised  had  been  the  same  in  both  years,  the  decrease 
in  the  levy  would  have  been  in  exact  proportion  to  the  increase 
in  valuation.  The  State  is  not  standing  still,  however,  and  its 
expenses  were  necessarily  greater  in  1909  than  in  1908.'' ** 

The  largest  single  item  of  new  property  added  to  the  tax  roll  of 

1909,  according  to  the  report,  was  the  assessment  of  mortgages, 
which,  although  taxable  since  1896,  had,  with  few  exceptions, 
escaped  assessment  and  which,  by  the  law  of  191 1 ,  are  now  exempt 
from  taxation.^  This  class  of  property  was  not  reported  separately, 
but  the  commissioner  of  taxation  estimates  that  about  $5,000,000 
of  the  increase  in  the  assessment  of  moneys  and  credits  for  1909 
was  due  to  the  taxation  of  mortgages.^ 

Mortgage-Recording  Tax. 

After  stating  that  imder  the  statutes  ^  mortgages  held  by  banks, 
and  that  imder  judicial  decision  mortgages  held  by  nonresidents, 
are  not  taxable,  the  report  presents  an  argument  favoring  the 
taxation  of  mortgages  according  to  the  New  York-Minnesota  plan, 
namely,  the  payment  of  a  fee  of  one-half  of  i  per  cent  on  the  face 

o^  First  Biennial  Report,  Commissioner  of  Taxation,  1909-10,  p.  6. 

^Laws,  191 1,  p.  97. 

<^The  total  amount  of  moneys  and  credits  reported  in  1908  was  $555>34i;  in  1909  it 
was  $5,688,737,  the  difference  being  considerably  over  $5,000,000.  First  Biennial 
Report,  Commissioner  of  Taxation,  1909-10,  p.  9. 

<*  Comp.  Stat.,  sec.  2336. 
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value  of  the  mortgage  at  the  time  it  is  recorded.  The  chief  advan- 
tages claimed  for  this  plan  are :  That  it  is  in  lieu  of  other  taxes ;  that 
it  applies  to  all  mortgages,  irrespective  of  ownership ;  and  that  it  is 
immaterial  whether  mortgagee  or  mortgagor  pays  the  tax,  since  the 
amount  of  the  levy  would  be  reasonable,  certain,  and  known  to 
both  contracting  parties. 

Preceding  this,  it  is  stated:  That  mortgages  being  credits,  they 
should  stand  in  the  same  relation  to  taxation  as  moneys  and  other 
credits;  that  legislation  requiring  the  mortgagee  to  pay  the  tax  on 
the  mortgage,  had  in  Wyoming  failed  of  passage;  and  that  in 
States  where  such  laws  exist  they  have  failed  of  their  purpose. 
California  is  cited  as  an  example  of  this  in  the  following : 

"The  new  constitution  of  California  was  adopted  in  1879  after 
a  hard  fought  campaign  in  which  this  provision  for  taxing  mort- 
gages was  one  of  the  principal  issues.  While  the  provision  declar- 
ing void  all  contracts  by  which  the  borrower  should  pay  the  taxes 
on  the  mortgages  seemed  to  protect  the  borrower  it  did  not  do  so. 
The  estimated  amount  of  the  taxes  on  the  mortgage  were  added  to 
the  interest  and  the  rate  of  interest  on  the  loan  made  high  enough 
to  cover  it.  After  the  great  San  Francisco  fire  it  was  thought  that 
much  eastern  money  would  be  needed  to  rebuild  that  city  and  that 
eastern  people  would  not  make  loans  without  knowing  exactly 
what  their  net  returns  would  be,  so  in  1906  the  California  constitu- 
tion was  amended  by  repealing  the  section  making  void  all  con- 
tracts by  which  the  borrower  would  pay  the  taxes  on  the  mortgage. 
This  resulted  in  the  making  of  what  was  known  as  *  net  mortgages,' 
by  which  the  borrower  paid  the  taxes  on  the  mortgage.  Since 
1906  the  separate  assessment  of  mortgages  in  California  has  rapidly 
declined,  the  assessors  deeming  it  unnecessary  work,  the  only 
actual  result  being  to  show  what  property  was  mortgaged.  By 
the  adoption  of  an  amendment  to  the  constitution  in  the  election 
this  year,  1910,  by  a  two-to-one  vote,  mortgages  in  California  are 
altogether  exempted  from  taxation.  After  a  conscientious  and 
intelligent  administration  extending  over  a  period  of  thirty  years, 
the  people  of  California  decided  that  this  plan  of  taxing  mortgages 
was  a  failure.  While  in  other  States  variations  of  this  plan  have 
been  tried,  all  with  like  results,  California  has  given  the  most  pro- 
noimced  arid  most  trustworthy  verdict  against  it.  These  States 
have  generally  gone  to  the  opposite  extreme  of  exempting  mort- 
gages from  all  taxation.  Of  course  there  is  no  moral  or  equitable 
reason  for  this.  The  man  who  lends  money  at  a  good  rate  of  inter- 
est on  first-class  security  is  not  so  much  of  a  public  benefactor  that 
he  should  be  exempted  from  paying  his  share  of  the  public  expenses. 
To  exempt  his  property  from  taxation  because  the  borrower  may 
be  compelled  to  pay  the  tax  has  at  least  an  element  of  charity  in  it, 
while  being  a  confession  of  inability  on  the  part  of  the  public  to 
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make  a  part  of  their  number  do  what  is  fair  and  right  where  all  are 
equally  interested."* 

Decrease  in  Total  Assessments  for  Certain  Years. 

Attention  is  particularly  called  in  the  second  report  of  the 
commissioner  of  taxation  to  the  act  of  191 1  amending  section 
2334  of  the  statutes  under  which  both  the  capital  stock  and  surplus 
of  state  and  private  banks,  but  only  the  capital  stock  of  national 
banks,  can  be  assessed,  thereby  causing  the  State  to  lose  taxes 
on  more  than  a  million  dollars  of  valuation  of  national-bank  sur- 
plus. A  recomimendation  is  made  that  all  banks  in  the  State 
be  assessed  on  capital  stock,  surplus,  and  undivided  profits. 

A  comparison  of  the  values  of  property  for  the  years  1910, 
19 II,  and  191 2  shows  that  the  total  value  of  all  property 
decreased  from  $188,500,000  in  1910  to  $182,000,000  in  1912,  or 
a  net  decrease  of  $6,500,000  in  the  total  valuation.  This  the  com- 
missioner explains  by  showing  that,  due  to  unusual  losses  of  live 
stock,  this  class  of  property  was  assessed  at  $13,000,000  less  in 
191 2  than  in  19 10;  that  the  exemptions  of  the  stuplus  of  national 
banks  and  of  mortgages  account  for  $1,000,000  and  $4,000,000, 
respectively.  Thus,  property  values  to  the  amount  of  $18,000,000 
were  dropped  from  the  assessment  rolls  during  the  three  years 
under  consideration.  The  dijBference  between  the  net  decrease 
($6,500,000)  and  the  property  dropped  from  the  assessment  rolls 
($18,000,000)  shows  an  increase  of  $11,500,000  in  the  assessment 
of  other  classes  of  property.* 

Railroad  assessments  increased  during  those  years  from  $48,- 
468,000  in  1910,  to  $49,523,000  in  1912,  or  about  2  per  cent; 
telegraph  and  telephone  companies  from  $918,000  to  $1,000,000, 
or  about  9  per  cent;  and  car  companies  from  $910,000  to  $989,000, 
or  over  8j4  per  cent.* 

Relation  of  Increase  in  Taxes  to  Increase  in  Population. 

The  governor  of  Wyoming,  in  his  message  to  the  legislature 
in  191 1,  made  a  comparison  of  the  increase  of  taxes  in  that 
State  with  the  increase  of  population.  ^  The  total  taxes  levied  for 
state,  coimty,  school,  and  all  other  pmposes  during  1900  were 
$853,000,  on  a  population  of  92,531;  in  1905  the  taxes  were 
$1,227,000  and  the  population  101,816;  and  in  1910  the  taxes 

«  First  Biennial  Report,  Commissioner  of  Taxation,  1909-10,  pp.  la,  13. 

^  Report  of  Commissioner  of  Taxation,  1911-13,  p.  8. 

c  Ibid.,  pp.  17-34. 

^  Message  of  Governor,  191 1,  p.  10. 
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were  $2,090,000  and  the  population  145,428.  The  population 
increased  during  that  period  about  57  per  cent,  while  taxation 
increased  about  144  per  cent.  The  taxes  levied  in  the  individual 
counties  before  and  since  the  change  to  an  alleged  full-value  basis 
are  as  follows : 


Coimty. 


I^aramie. 
Converse 
XJittta... 
Sheridan 
Fremont 


$a90>985*5i 
99, 172. 03 

181,8131.97 
146, 483.  X4 
X08, 858.  86 
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199. 776-  60 
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COLORADO. 

I.  GENERAL  VIEW. 
Chief  Features. 

First.  Adherence  to  the  general  property  tax  in  the  taxation  of 
corporations. 

Second.  Assessment  by  a  state  tax  commission,  of  public- 
service  and  public-utility  corporations,  consideration  being  given 
to  value  of  stocks  and  bonds,  physical  value,  capability  of  use, 
and  general  utility  of  the  company. 

General  Property  Tax. 

In  the  absence  of  specific  provision  to  the  contrary,  all  cor- 
porate property  is  subject  to  the  general  property  tax  collected 
locally  for  both  state  and  local  purposes. 

Steam-raihroad,  telegraph,  telephone,  express,  and  car  companies 
are  assessed  by  the  State  Tax  Commission,  the  valuation  then 
being  apportioned  to  the  coimties  entitled  thereto.  The  com- 
mission also  assesses  power,  pipe-line,  water,  street-railway,  gas, 
lighting,  heating,  and  all  other  classes  of  companies  having  con- 
tinuity of  business  in  two  or  more  counties.  Other  corporations 
are  assessed  by  the  local  assessors. 

With  respect  to  mines  and  mining  claims  actually  producing 
more  than  $5,000  worth  of  valuable  minerals,  such  as  gold,  silver, 
lead,  copper,  etc.,  the  assessed  valuation  of  product  is  based  on 
one-half  of  the  value  of  the  gross  proceeds  plus  the  value  of  the 
net  proceeds  for  the  preceding  year. 

Tax  Supplemental  to  the  General  Property  Tax. 

In  addition  to  other  fees  and  taxes  '*an  annual  state  corpora- 
tion license  tax ' '  based  on  authorized  capital  stock  is  payable  to 
the  State,  for  state  purposes,  by  all  domestic  corporations.  For- 
eign corporations  pay  this  tax  upon  the  portion  of  capital  stock 
represented  by  their  property  located  in  and  employed  in  the  State. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  corporations  are  not  taxed  to  the 
holders.  Shares  in  foreign  corporations  and  bonds  of  both 
domestic  and  foreign  corporations  are  taxable  to  resident  holders. 

Foreign  Corporations. 

Except  with  respect  to  the  difference  in  the  method  of  assessing 
the  ''annual  corporation  license  tax,"  explained  above,  foreign 
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corporations  are  taxed  in  the  same  manner  as  domestic  cor- 
porations. 

Administration. 

The  State  Tax  Commission  is  composed  of  three  members 
appointed  by  the  governor  and  state  treasm-er  for  terms  of  six 
years.  It  assesses  railway,  telegraph,  telephone,  car,  and  express 
companies,  also  power,  pipe-line,  water,  street  railway,  gas,  lighting, 
heating,  and  all  other  classes  of  companies  having  continuity  of  busi- 
ness in  two  or  more  counties.  In  its  general  supervision  of  the 
administration  of  the  tax  laws  of  the  State  it  is  required  to  see  that 
county  taxing  officers  and  boards  assess  all  property  at  actual  and 
full  cash  value  and  that  all  valuation  and  assessment  laws  are  faith- 
fully obeyed;  and  to  provide  for  uniformity  of  procedure,  records, 
and  reports  by  the  assessors.  The  commission  may  make  reap- 
praisements  in  any  county  or  mimicipal  subdivision  by  appointing 
an  appraiser  and  an  assistant  appraiser  for  the  purpose;  may 
direct  remission  of  illegally  assessed  taxes,  raise  or  lower  the 
assessed  value  of  any  property,  after  hearing,  and  recommend  to 
the  governor  the  dismissal  of  county  assessors.  It  may  receive 
complaints  of  improper  assessments  and  institute  proceedings  to 
remedy  the  same.  Corporations  and  individuals  must  pay  taxes 
before  contesting  assessments  in  court. 

County  assessors  transmit  to  the  conmiission  abstracts  of  the 
real  and  personal  property  and,  if  in  the  opinion  of  the  commission 
either  kind  is  not  on  the  roll  at  true  and  full  cash  value,  the  com- 
mission is  required  to  determine  the  increase  or  decrease  in  the 
coimty  valuation  which  will  place  such  property  on  the  roll  at  that 
value,  and  report  to  the  State  Board  of  Equalization  the  amount 
to  be  added  to  or  deducted  from  the  valuation  of  the  real  and  per- 
sonal property  of  each  county.  The  State  Board  of  EquaUzation, 
after  acting  upon  the  abstract  of  each  county,  certifies  it  to  the 
county  assessor,  who  adds  to  or  deducts  from  the  assessed  value  of 
each  tract,  etc.,  the  proper  amount.  (Laws,  191 1,  chap.  216; 
Laws,  1913,  chap.  133.) 

The  annual  corporation  license  tax  is  paid  to  the  secretary  of 
state.  The  general  property  tax  is  paid  to  the  various  county 
treasurers.*' 

«  Sources  of  revenue  in  Colorado: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  business  taxes  and 
licenses;  (c)  fines,  fees,  etc. 

County. — (a)  General  property  tax;  (6)  business  taxes  and  licenses;  (c)  fines,  fees,  etc. 

State.— (fl)  General  property  tax;  (6)  annual  corporation  license  tax;  (c)  inheritance 
t<^;  W  poll  tax;  (e)  business  taxes  and  licenses;  (/)  fines,  fees,  etc. 
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n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution.* 

"All  taxes  shall  be  uniform  upon  the  same  class  of  subjects 
within  the  territorial  limits  of  the  authority  levying  the  tax,  and 
shall  be  levied  and  collected  under  general  laws,  which  shall  pre- 
scribe such  regulations  as  shall  secure  a  just  valuation  for  taxation 
of  all  property,  real  and  personal.'** 

"All  corporations  in  this  State,  or  doing  business  therein,  shall 
be  subject  to  taxation  for  state,  county,  school,  municipal  and 
other  ptuposes,  on  the  real  and  personal  property  owned  or  used 
by  them  within  the  territorial  Umits  of  the  authority  levying  the 
tax," «  and  "the  power  to  tax  corporations  and  corporate  prop- 
erty, real  and  personal,  shall  never  be  relinquished  or  suspended/ '** 

"The  general  assembly  shall  not  pass  local  or  special  laws 
*  *  *  granting  to  any  corporation,  association  or  individual 
any  special  or  exclusive  privilege,  immunity  or  franchise  what- 
ever.''* 

No  law  "making  any  irrevocable  grant  of  special  privileges, 
franchises  or  inmiunities,  shall  be  passed  by  the  general  assembly."  ^ 

<^  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  the  State  as 
contained  in  Revised  Statutes  of  Colorado,  1908. 

^  Constitution,  Art.  X,  sec.  3.  Under  this  section,  although  the  statutes  provide  that 
all  property  subject  to  taxation  shall  be  assessed  at  its  full  cash  value,  yet  if  this  rule 
is  systematically  or  intentionally  violated  and  other  property  in  the  county  is  uniformly 
assessed  at  less  than  cash  value,  discrimination  may  not  be  made  by  assessing  some 
of  the  property  in  the  county  at  a  higher  figure  though  in  doing  so  compliance  with  the 
statute  is  had .  The  rule  of  uniformity  as  prescribed  in  the  constitution  will  be  enforced 
although  it  involves  a  departure  from  the  letter  of  the  statute.  First  Nat.  Bank  v, 
Montrose  County,  36  Colo.,  268  (1906). 

There  is  no  constitutional  restriction  against  the  legislature  classifying  property  for 
taxation  and  providing  methods  of  taxation  so  long  as  the  discrimination  is  based 
upon  the  nature  or  use  of  property  justifying  it.  The  uniformity  and  equality  enjoined 
by  the  constitution  require  only  that  the  same  means  and  methods  be  applied  impar- 
tially to  all  the  constituents  of  each  class  so  that  it  operates  equally  and  uniformly 
upon  all  persons  and  corporations  in  similar  circumstances.  Ames  v.  The  People, 
36  Colo.,  84  (1899). 

<^  Constitution,  Art.  X,  sec.  xo.  This  does  not  prevent  the  legislature  from  providing 
for  assessment  as  a  unit  of  all  the  property  of  a  railroad  company  used  for  railroad 
ptuposes,  and  apportioning  the  same  amongst  counties,  municipalities,  and  school 
districts  in  proportion  to  the  number  of  miles  of  track  therein.  Ames  v.  The  People, 
26  Colo.,  84  (1899). 

^  Constitution,  Art.  X,  sec.  9. 

«  n>id.,  Art.  V,  sec,  25. 

/  Ibid.,  Art.  II,  sec.  zi. 
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"Lands  belonging  to  citizens  of  the  United  States  residing 
without  the  State  shall  never  be  taxed  higher  than  the  lands 
belonging  to  residents."" 

"  Ditches,  canals  and  flumes  owned  and  used  by  individuals  or 
corporations,  for  irrigating  land  owned  by  such  individuals  or 
corporations,  or  the  individual  members  thereof,  shall  ndt  be 
separately  taxed  so  long  as  they  shall  be  owned  and  used  exclu- 
sively for  such  purpose.''* 

"The  general  assembly  may  provide  that  the  increase  in  the 
value  of  private  lands  caused  by  the  planting  of  hedges,  orchards 
and  forests  thereon,  shall  not,  for  a  limited  time  to  be  fixed  by  law, 
be  taken  into  account  in  assessing  such  lands  for  taxation.''* 

Exemptions  are  made  as  to  public  property,  religious  institu- 
tions, etc.** 

"Laws  exempting  from  taxation,  property  other  than  that" 
mentioned  in  the  constitution  "  shall  be  void. " « 

"No  coimty,  city,  town  or  other  mtmicipal  corporation,  the 
inhabitants  thereof,  nor  the  property  therein,  shall  be  released 
or  discharged  from  their  or  its  proportionate  share  of  taxes  to  be 
levied  for  state  piuTx>ses. "  / 

"The  general  assembly  shall  not  impose  taxes  for  the  purposes 
of  any  coimty,  city,  town  or  other  municipal  corporation. "  It 
"may  by  law,  vest  in  the  corporate  authorities  thereof  respec- 
tively, the  power  to  assess  and  collect  taxes  for  all  piuTx>ses  of 
such  corporation, "  ^  but  it  "shall  not  delegate  to  any  *  *  * 
private  corporation    *    *    *    power  to    *    *    *    levy  taxes. "  * 

<>  Enabling  act,  sec.  4,  Rev.  Stats.  Colo.,  1908,  p.  ai. 

b  Constitution,  Art.  X,  sec.  3. 

cIbid.,Art.  XVIII,sec.  7. 

^  "The  property,  real  and  personal,  of  the  state,  counties,  cities,  towns  and  other 
municipal  corporations  and  public  libraries,  shall  be  exempt  from  taxation.''  Con- 
stitution, Art.  X,  sec.  4. 

"Unless  otherwise  provided  by  general  law,  ♦  ♦  ♦  lots,  with  the  buildings 
thereon,  if  said  buildings  are  used  solely  and  exclusively  for  religious  worship,'  for 
schools,  or  for  strictly  charitable  purposes,  also  cemeteries  not  used  or  held  for  private 
or  corporate  profit,  shall  be  exempt  from  taxation."    Constitution,  Art.  X,  sec.  5. 

^  Constitution,  Art.  X,  sec.  6 

/  Ibid.,  sec.  8. 

if  Ibid.,  Art.  X,  sec.  7. 

Where  the  legislature  commits  the  determination  of  the  tax  to  a  subordinate  body, 
due  process  of  law  requires  that  the  taxpayer  be  afforded  a  hearing,  of  which  he  must 
have  notice;  and  where,  as  in  Colorado,  the  taxpayer  has  no  right  to  object  to  an 
assessment  in  court,  due  prcxress  of  law  as  guaranteed  by  the  Fourteenth  Amendment 
requires  that  he  have  the  opportunity  to  support  his  objections  by  argument  and 
proof  at  some  time  and  place.    Londoner  v.  Denver,  aio  U.  S.,  373  (1908). 

A  Constitution,  Art.  V,  sec.  35. 
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'*The  rate  of  taxation  on  property,  for  state  purposes,  shall 
never  exceed  4  mills  on  each  dollar  of  valuation. "  *» 

**No  *  *  *  charter,  charter  amendment  or  measure"  of 
the  city  and  coimty  of  Denver  **  shall  diminish  the  tax  rate  for 
state  ptuposes  fixed  by  act  of  the  general  assembly,  or  interfere  in 
any  wise  with  the  collection  of  state  taxes.  "  ^ 

In  the  city  and  coimty  of  Denver  the  "  council  shall  have  power 
to  fix  the  rate  of  taxation  on  property  each  year  for  city  and 
county  ptuposes. "  ^ 

"There  shall  be  a  state  board  of  equalization,  consisting  of  the 
governor,  state  auditor,  state  treastuer,  secretary  of  state  and 
attorney  general  *  *  *  to  adjust  and  equalize  the  valuation 
of  real  and  personal  property  among  the  several  coimties  of  the 
state  "  and  to  "  perform  such  other  duties  as  may  be  prescribed  by 
law.  '*  There  shall  be  **  a  county  board  of  equalization,  consisting 
of  the  board  of  county  commissioners, "  in  each  county,  '*  to  adjust 
and  equaUze  the  valuation  of  real  and  personal  property  within 
their  respective  coimties"  and  to  ** perform  such  other  duties  as 
may  be  prescribed  by  law. "  '^ 

Under  an  amendment  to  the  state  constitution,  effective  Jan- 
uary 22,  1 91 3,  cities  of  2,000  inhabitants  have  power  to  *' legislate 
upon,  provide,  regulate,  conduct  and  control  *  *  *  the 
assessment  of  property  in  such  city  or  town  for  municipal  taxa- 
tion and  the  levy  and  collection  of  taxes  thereon  for  municipal 

purposes. ' ' « 

Statutes.  ^ 

General  Property  Tax. 

Domestic  and  foreign  corporations,  unless  exempt,  pay  locally 
the  general  property  tax  for  state  and  local  purposes. 

The  statutes  direct  that  "market  value",  or  the  price  which 
property  not  having  an  established  market  value  would  bring  at 
voluntary  sale,  shall  be  the  guide  in  valuing  property  for  taxation 
purposes  ^,  and  that  all  taxable  property  shall  be  assessed  at  its 

^  Constitution,  Art.  X,  sec.  11.  This  provision  applies  only  to  taxes  levied  upon 
property,  and  does  not  prohibit  the  levying  of  occupation  or  privilege  taxes.  Parsons 
V.  The  People,  33  Colo.,  221  (1904). 

^  Ibid.,  Art.  XX,  sec.  5,  par.  5. 

^  Ibid.,  Art.  XX,  sec.  4,  par.  4. 

<*  Ibid.,  Art.  X,  sec.  15. 

«  Constitution,  Art.  XX,  sec.  6,  as  amended  in  1912.  (See  Sess.  Laws,  19x3,  pp. 
669-671.) 

/  Except  as  otherwise  indicated,  the  references  given  herein  are  to  the  Revised 
Statutes  of  Colorado,  1908. 

0  R.  S.,  sec.  559Z. 
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"full  cash  value." «  The  statute  also  directs  that  special  privi- 
leges or  franchises  held  in  connection  with  any  business  or  busi- 
ness plant  and  having  a  value  as  an  entirety  in  excess  of  the 
separate  value  of  the  tangible  property,  be  classed  as  intangible 
property  and  assessed  in  connection  with  the  tangible  property 
as  a  unit.^  Except  where  otherwise  specially  provided,  the  value 
of  the  real  estate  in  the  State,  and  of  the  property  beyond  the 
limits  of  the  State  not  used  in  the  operation  of  the  main  business, 
is  deducted  from  this  imit  value,  and  such  realty  in  the  State  is 
assessed  as  though  owned  by  individuals.* 

All  property,  except  that  assessed  by  the  State  Tax  Commission, 
is  assessed  locally. 

The  statutory  definition  of  the  term  **real  estate"  includes 
improvements,  mines,  minerals,  and  quarries.  Lands  purchased 
under  contract  from  the  State  are,  during  the  life  of  the  contract, 
taxable  "only  on  the  amount  paid,  including  the  improvements 
thereon."  The  term  "improvements"  includes  all  buildings, 
water  rights,  structiu-es,  fixtures,  and  fences  erected  upon  or 
affixed  to  the  land;  "personal  property"  includes  the  tangible 
and  intangible  property  not  included  within  the  term  "real 
estate";  "credits"  include  every  claim  for  any  valuable  thing, 
except  those  relating  to  payments  by  the  United  States  for 
services;  "intangible  property"  includes  rights,  credits,  fran- 
chises, special  privileges,  and  special  advantages  derivable  imder 
contract  rights  if  such  special  advantages  have  a  salable  value.^ 

Both  real  and  personal  property  are  assessed  annually.  Lands 
and  improvements  are  separately  assessed.* 

Moneys  and  the  average  credits  for  the  year  arising  from  bank 
deposits,  either  within  or  without  the  State,  are  taxable.^  Bona 
fide  debts,  except  liabilities  incurred  on  accotmt  of  the  piu-chase 
of  exempted  property,  insurance,  shares  of  stock,  or  for  obliga- 
tions as  surety  for  another,  may  be  deducted  from  credits.  ^ 

<>  R.  S.,  sec.  5529.     "  The  aasessment  of  public  service  corporations  in  Colorado  has 
been  made  on  an  alleged  one-third  basis  heretofore.    This  year  it  is  being  made  on 
a  full  cash  value  basis,  as  is  also  valuation  of  all  property  assessed  by  local  assessors. 
Letter  of  Colorado  Tax  Commission,  June  18,  1913. 

&  Ibid.,  sec.  559a 

c  Ibid.,  sec.  5591.  This  does  not  apply  to  the  assessment  of  mines  or  mining  claims 
bearing  gold,  silver,  lead,  copper  or  other  precious  metals,  and  possessory  rights 
therein. 

d  Ibid.,  sec.  5540. 

« Ibid.,  sec.  5529. 

/  Ibid.,  sec.  5610. 

Q  Ibid.,  see.  5584. 
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There  are  no  exemptions  from  ta^cation,  except  those  mentioned 
in  the  constitution.^^ 

Annual  State  Corporation  License  Tax. 

Every  domestic  corporation,  imless  exempted,  is  required  to  pay 
to  the  State  for  state  purposes  a  tax  of  2  cents  upon  each  $1,000 
of  its  authorized  capital  stock.^  Foreign  corporations  are  sub- 
ject to  a  like  tax  upon  that  proportion  of  their  capital  stock 
represented  by  capital  employed  and  property  located  in  the 
State.    This  tax  is  in  addition  to  all  other  fees  and  taxes.* 

Steam  Railroadi  Ezpressi  Telegraphi  and  Telephone  Companies. 

Steam  railroad,  express,  telegraph,  and  telephone  companies, 
domestic  and  foreign,  pay  the  annual  corporation  license  tax  to  the 
State  for  state  piu^joses  and  the  general  property  tax  locally  for 
state  and  local  ptirposes.  The  property  of  these  classes  of  com- 
panies is  valued  as  an  entirety  by  the  Tax  Commission.  In  esti- 
mating the  entire  value  of  a  corporation  of  the  classes  just  named, 
the  commission  considers  the  fair  market  value  of  its  stock  and 
bonds,  its  earnings,  and  its  physical  value.^  From  the  entire 
value  is  deducted  the  value  of  nonoperating  property,  namely,  such 
property  as  is  not  used  in  connection  with  the  transportation  or 
transmission  business.  That  proportion  of  the  remainder  which 
the  miles  of  railroad  main  track,  or  of  all  telegraph  and  telephone 
wire  within  the  State,  bears  to  the  entire  mileage  of  main  track, 
or  of  wires,  wherever  located,  is  taken  as  the  total  value  of  the 
operating  property  in  Colorado.' 

^  Constitution,  Art.  X,  sec.  6. 

6  R.  S.,  sec.  5595. 

c  Ibid.,  sec.  5596,  as  amended  by  Laws,  1911,  p.  260.    (See  Comments,  p.  89.) 

^  The  statute  provides  that  the  value  of  the  capital  stock  and  bonds  is  competent 
evidence  but  any  and  all  other  evidence  of  the  f till  and  true  cash  value  of  the  property, 
both  tangible  and  intangible,  is  to  be  considered.  If  there  is  no  market  value  of  the 
stock,  then  what  it  would  bring  at  a  fair  voluntary  sale,  the  value  of  the  use  of  the 
property  and  the  capability  of  use  are  considered,  with  other  evidence.  If  these  meth- 
ods are  not  applicable  to  any  profit  producing  unit,  corporate  plant  or  property,  then 
the  cost  of  duplication  or  other  just  means  may  be  resorted  to.  Intangible  property 
includes  special  privileges,  rights  of  way,  franchises,  contract  rights,  and  obligations. 
Every  element,  subject,  or  consideration  wherein  the  use  is  in  inseparable  combination 
with  a  whole  of  which  it  forms  a  part,  and  which  gives  to  the  corporation  an  added 
value  for  the  purposes  of  income  or  sale,  shall  be  considered  in  fixing  the  value  for 
taxable  purposes.    R.  S.,secs.  5591,  559a. 

«  Where  the  basis  of  assessing  property  of  a  railroad  company  for  taxation,  prescribed 
by  statute,  is  to  ascertain  the  value  of  its  corporate  plant,  convenient  for  operating  its 
road,  wherever  situated,  excluding  its  property  not  necessary  for  that  purpose  and 
otherwise  assessed,  and  to  have  that  proportion  of  that  value  which  the  number  of 
mileaof  its  main  track  in  the  State  bears  to  tlie  length  of  its  entire  main  track,  the  cxtr- 
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The  value  of  railroad  operating  property  is  apportioned  to  the 
counties  into  which  the  road  passes,  on  the  basis  of  the  number  of 
miles  of  main  track  in  each.*  The  value  of  express  property  is  in 
like  manner  apportioned  according  to  the  number  of  miles  of  main 
track  over  which  the  packages  are  transported.*  Similar  appor- 
tionments are  made  by  county  officials  to  the  minor  taxing  dis- 
tricts.^ The  term  **  main  track ''  is  defined  by  the  State  Tax  Com- 
mission as  any  track,  including  branches,  over  which  trains  are 
regularly  operated.** 

The  value  of  telegraph  and  telephone  operating  property  is 
apportioned  to  counties  and  their  minor  taxing  districts  on  the 
basis  of  the  combined  length  of  all  wires. ^    Exchanges  of  telephone 

rent  cash  value  of  its  funded  debt  and  its  outstanding  shares  of  stock  are  competent 
evidence  of  the  value  of  its  corporate  plant,  and,  in  connection  with  its  entire  mileage 
and  its  mileage  within  the  State,  better  evidence  of  the  value  of  its  corporate  plant  in 
the  State  than  the  cost  of  its  reproduction.  Atchison,  T.  &  S.  F.  Ry.  Co.  v,  Sullivan, 
173  Fed.  Rep.,  456,  97  C.  C.  A.,  i  (1909). 

The  State  Board  of  Equalization  can  not  assess  for  taxation  any  personal  property 
owned  or  controlled  by  railway  companies  which  is  not  used  in  the  direct  operation  of 
the  respective  railroads,  even  though  such  property  may  be  used  indirectly  in  carrying 
on  the  business.  The  phrase  "exclusively  used"  in  sec.  2,  p.  322,  6.  L.,  1885,  does  not 
limit  the  action  of  the  state  board  to  such  rolling  stock  as  always  remains  upon  the  com- 
pany's  lines  and  under  its  immediate  control.  The  authority  of  the  board  includes 
cars  which  in  performing  their  regular  journeys  pass  out  of  the  State  and  become  tem- 
porarily useful  in  operating  other  railroads.  Denver  &  Rio  Grande  Ry.  Co.  v.  Church, 
17  Colo.,  I  (1891). 

<>  R.  S.,  sees.  5630,  5653;  Laws,  191 1,  chap.  216,  sec.  40. 

b  Ibid.,  sec.  5656;  also  interview  with  state  tax  officials,  February,  19 13. 

c  Ibid.,  sec.  5657. 

Sec.  15,  Art.  X,  of  the  constitution  creating  the  State  Board  of  Equalization  does 
not  limit  the  board  to  adjusting  and  equalizing  values  previously  assessed  by  county 
assessors,  but  imder  that  clause  of  the  section  requiring  the  board  to  perform  "such 
other  duties  as  may  be  prescribed  bylaw"  the  legislature  was  authorized  to  pass  the 
act  requiring  the  board  to  assess  railroad  property  and  other  similar  property.  Ames 
V.  The  People,  26  Cob.,  84  (1899). 

The  presumption  is  that  all  property  of  a  railroad  in  a  State  is  a  part  of  its  corporate 
plant,  and  that  its  tangible  and  intangible  property  is  equally  distributed  throughout 
its  mileage,  in  absence  of  evidence  of  value  of  property  owned  by  it  and  not  necessary 
for  railroad  piuposes.  Atchison,  T.  &  S.  F.  Ry.  Co.  v.  Sullivan,  173  Fed.  Rep.,  456, 
97  C.  C.  A.,  I  (1909). 

The  intangible  property  of  an  operating  railroad  company,  its  franchises,  tracks, 
privileges,  and  good  will  are  presumptively  combined  with,  automatically  distributed 
to,  and  enhance  the  value  of  every  part  of  its  tangible  corporate  plant.    Ibid. 

^  Interview  with  state  tax  officials,  February,  1913. 

The  assessment  of  railroads  by  the  board  of  equalization  [they  are  now  assessed  by 
the  State  Tax  Commission]  includes  that  of  the  right  of  way.    An  assessment  by 
localities,  of  the  land  traversed  by  the  railroad,  without  excepting  the  right  of  way,  is 
unwarranted.    Denver  County  v.  Doelz,  49  Colo.,  48  (19x0). 
49084**— 14 6 
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companies  are  not  considered,  but  the  number  of  wires  emanating 
from  exchanges  gives  the  particular  taxing  district  in  which  they 
are  located  a  greater  proportion  of  value  than  otherwise  would  be 
assessable  therein.* 

Railroad,  express,  telegraph,  and  telephone  companies  report 
annually  to  the  State  Tax  Commission,  among  other  items,  the 
actual  cash  value  of  all  property  used  exclusively  in  the  operation 
of  the  transportation  and  transmission  business,  both  within  and 
without  the  State,  the  value  of  stock  and  bonds,  and  the  amount 
of  net  earnings.  The  net  earnings  are  considered  as  net  operating 
revenue,  namely,  the  difference  between  actual  operating  expenses 
and  gross  operating  revenue.  Interest  on  bonds,  notes,  and  taxes 
are  not  considered  as  operating  expenses.* 

Car  Companies. 

Car  companies,  domestic  and  foreign,  pay  the  annual  corpora- 
tion license  tax  to  the  State  for  state  purposes  and  the  general 
property  tax  locally  for  state  and  local  purposes. 

The  value  of  cars  operated  within  the  State  is  determined  by 
the  State  Tax 'Commission  as  follows:  The  cars  are  first  classified 
as  refrigerator,  tank,  stock,  etc. ;  the  daily  average  mileage  and  the 
value  per  car  are  then  estimated  for  each  class  of  cars  separately.^ 

The  estimated  daily  average  mileage  of  a  car  of  any  class 
multiplied  by  365  gives  the  estimated  number  of  miles  traveled 
by  it  during  the  year.  This  result  divided  into  the  total  mileage 
made  by  all  cars  of  the  same  class  belonging  to  any  one  company 
equals  the  number  of  such  cars  operated  by  it  in  Colorado  during 
the  year.     The  number  of  cars  thus  obtained  separately  for  the 

<^  Interview  with  state  tax  officials,  February,  1913. 

^  R.  S.,  sees.  5642,  5644,  5647,  as  amended  by  Laws,  191 1,  chap.  316,  sec.  40;  also 
interview  with  state  tax  officials,  February,  1913. 

c  The  estimated  average  daily  mileage  per  car  and  the  equalized  value  per  car  for 
the  various  classes  as  determined  by  the  State  Tax  Commission  for  1912,  was  as  follows: 


Class  of  car. 


Refrigerator. 

Fruit 

Tank 

Horse  palace 
Stock 


Estimated 
average 

daily 
mileage. 


Equalized 
value 

per  car, 
one-tbird 

value. 


S450 
400 

490 

x,ooo 

260 
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various  classes,  multiplied  by  the  respective  assessable  value 
per  car,  gives  the  total  car  assessment  taxable  to  the  company.* 

This  assessment  is  then  apportioned  to  the  coimties  on  the  basis 
of  the  number  of  miles  of  main  track  over  which  the  cars  are 
operated  and  a  similar  apportionment  is  made  by  coimty  officials 
to  the  minor  taxing  districts.* 

Car  companies  are  required  to  report  annually  to  the  State  Tax 
Commission,  among  other  items,  the  number  and  kind  of  cars 
operated  within  and  without  the  State,  the  aggregate  number  of 
miles  traveled  by  each  kind,  the  number  of  **  car  days ''  and  the 
average  niunber  of  miles  traveled  per  car  per  day.  This  informa- 
tion is  verified  to  some  extent  by  comparison  with  similar  data 
reported  by  railroad  companies.*^ 

Public-Utility  Companies. 

Interurban-railway,  street-railway,  pipe-line,  gas,  water,  elec- 
tric Kght,  heat,  power,  and  sunilar  companies,  foreign  and  do- 
mestic, pay  the  annual  corporation  license  tax  to  the  State  for 
state  purposes,  and  the  general  property  tax  locally  for  both 
state  and  local  purposes. 

Assessment  is  by  the  State  Tax  Commission.  The  statute 
directs  that  each  such  company  be  valued  as  an  entirety,  con- 
sideration being  given  to  the  value  of  stock  and  bonds,  to  earnings, 
to  physical  value,  etc.*' 

«  R.  S.,  sees.  5653,  5656;  Laws,  1911,  chap.  216,  sec.  40;  also  interview  with  state 
tax  officials,  February,  1913. 

The  cars,  of  a  foreign  car  company,  brought  into  the  State,  and  used  and  employed 
therem,  though  the  individual  cars  within  the  State  are  not  continuously  the  same, 
may  have  imposed  upon  them  their  fair  share  of  the  burdens  of  taxation  placed  upon 
similar  property,  used  in  like  way  by  citizens  of  the  State,  and  notwithstanding  the 
fact  that  such  cars  are  used  in  interstate  commerce.  Amer.  Refrigerator  Transit  Co. 
V,  HalJ,  174  U.  S.,  70  (1899). 

6  Ibid.,  sees.  5656,  5657. 

« Ibid.,  sees.  5648-5650;  also  interview  with  state  tax  officials,  February,  1913. 

d  Ibid.,  sees.  5591,  5592;  Laws,  1913,  chap.  133. 

The  following  figures,  taken  from  the  Denver  County  assessment  books,  show  the 
assessment  (made  locally  and  prior  to  the  enactment  of  chap.  133,  Laws,  1913)  of  a 
certain  public-utility  company: 

Stocks  issued  and  outstanding,  $7,001 ,300  at  80 $5,  601, 040 

Bonds,  $7,283,800  at  96 6, 992, 448 

12,  593, 488 
Less  10  per  cent  (brokerage  and  commission) i,  259,  348 

11,334. 140 

33K  per  cent  basis 3,  778,  046 

Less  property  in  other  county 6,  600 

3,771,446 
I^ess  all  of  company's  own  real  estate 941,  050 

Net  assessment 2, 830, 396 
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The  situs  of  tangible  property  for  taxation  purposes  is  fixed 
where  the  property  is  situated,  and  the  value  of  intangible  prop- 
erty is  apportioned  according  to  the  location  of  the  tangible  prop- 
erty of  the  corporation. * 

Mercantile,   Manufacturing,   Mining,  and  Miscellaneous  Corpora- 
tions. 

Mercantile,  manufacturing,  mining,  and  miscellaneous  corpora- 
tions, domestic  and  foreign,  pay  to  the  State  for  state  purposes 
the  annual  corporation  license  tax,  and  the  general  property  tax 
locally  for  both  state  and  local  purposes.  The  average  value  of 
money  invested  in  merchandise  and  manufactures  during  each 
calendar  month  of  the  preceding  year  is  used  by  the  local  assessors 
as  the  basis  of  assessment  of  this  class  of  property  belonging  to 
merchants  and  manufacturers.  Their  moneys  and  credits  are 
assessed  in  like  manner.^ 

Mines  and  mining  claims  producing  valuable  minerals,  such  as 
gold,  silver,  lead,  copper,  etc.,  valued  in  excess  of  $5,000  in  any 
one  year-,  arie  taxable  on  their  product  and  on  surface  improvements 
and  machinery.*^  Product  is  separately  assessed  and  its  assess- 
ment is  based  on  the  value  of  one-half  the  gross  proceeds  plus  the 
entire  value  of  net  proceeds  for  the  preceding  year.**  If  the  value 
of  the  product  is  $5,000  or  less,  the  mine  or  claim,  like  mines  pro- 

«  R.  S.,  sec.  5594. 

b  Ibid.,  sees.  5579,  5580. 

Companies  under  this  head  are  not  assessed  upon  the  intangible  element  to  any 
great  extent.    Interview  with  state  tax  officials,  February,  1913. 

A  manufactttrer  is  "  any  person  who  purchases,  receives  or  holds  personal  property  of 
any  description  for  the  purpose  of  adding  to  the  value  thereof  by  any  process  of  manu- 
facttuing,  reducing,  extracting,  refining,  purifying,  or  by  the  combination  of  different 
materials  with  a  view  of  making  gain  or  profit  by  so  doing  and  by  selling  the  same." 
R.  S.,  sec.  5580. 

c  Ibid.,  sec.  5621.  Surface  improvements  include  mills,  shaft  houses,  tram  lines, 
sorting  houses,  etc.    Interview  with  state  tax  officials,  February,  1913. 

d  Ibid.,  sees.  5617,  5618;  Laws,  1913,  chap.  139. 

Mine  owners  are  required  to  report  data  to  enable  assessors  to  determine  gross  and 
net  proceeds,  etc.    Laws,  19 13,  chap.  139. 
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ducing  less  valuable  minerals,  such  as  iron,  coal,  asphaltum,  etc., 
and  quarries,  is  assessed  in  the  same  manner  as  other  property .• 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  corporations  of  the  classes  herein 
treated  are  not  taxed  in  the  hands  of  the  holders.  The  law  pro- 
vides that  **  corporate  stock  shall  be  deemed  to  represent  the  cor- 
porate property,  and  except  in  case  of  banking  corporations,  shall 
not  be  taxed.  The  taxpayer  need  not  return  such  stock  in  his 
schedule."  ^  Whether  shares  of  stock  held  within  the  State,  in 
foreign  corporations,  are  taxable,  is  a  question  in  a  suit  now  pend- 
ing before  the  state  supreme  court.  ^ 

o  R.  S.,  sec.  5625. 

The  location  of  such  nonproducing  mine  and  its  proximity  to  other  mines  or  mining 
claims  must  be  taken  into  consideration,  but  no  nonproducing  mine  may  be  assessed 
at  a  greater  sum  per  acre  than  is  assessed  per  acre  against  the  lowest  producing  mine  or 
claim  in  the  same  locality.     Ibid. 

A  valid,  subsisting  mining  location  or  an  interest  therein,  is  property  distinct  from 
the  land  itself,  taxable  as  such  although  tmpatented  by  the  United  States.  Elder  v. 
Wood,  208  U.  S.,  226  (1908). 

On  a  question  involving  the  validity  of  taxes  assessed  against  nonproducing  mine 
properties  located  in  the  Cripple  Creek  mining  district,  the  court  held  that  Rev. 
Stats.,  1908,  sees.  5617-5620,  5625,  5665,  providing  for  the  taxation  of  gold,  silver, 
lead,  copper,  etc.,  mines  are  not  imconstitutional  on  the  ground  that  the  provision 
for  assessment  fixing  the  gross  production  in  excess  of  $5,000  per  annum  as  a  basis  on 
which  producing  and  nonproducing  mines  shall  be  classilied,  is  invidious  and  unrea- 
sonable, nor  is  the  act  invalid  on  the  theory  that  the  provision  of  sec.  5665  will  produce 
inequalities  because  a  group  of  claims  constituting  one  producing  property  is  not 
required  to  pay  any  greater  tax  than  a  producing  property  consisting  of  one  claim  or 
a  fraction  of  a  claim  producing  a  similar  amotmt. 

The  above  sections  are  not  invalid  as  discriminating  in  favor  of  one  class  of  mining 
property  as  against  others,  because  sec.  5625  does  not  apply  to  mines  of  iron,  coal, 
quarries,  and  lands  containing  other  metals,  minerals,  or  earth  not  classed  as  precious. 

The  legislature  can  not.  assess  any  class  of  property  for  taxation,  that  being  the 
function  of  the  respective  county  assessors,  but  it  can  by  general  laws  prescribe  such 
regulations  to  guide  the  assessors  as  will  secure  a  just  valuation. 

Sec.  5625,  Rev.  Stats.,  1908,  limiting  the  asseq^ment  for  taxation  of  nonproducing 
gold,  silver,  lead,  copper,  etc.,  mines  to  an  amotmt  per  acre  not  exceeding  the  amount 
per  acre  at  which  the  lowest  producing  mine  in  the  same  locality  is  assessed,  is  a  valid 
exercise  of  the  legislature's  power  and  not  an  invasion  of  the  functions  of  the  assessor. 
Foster  et  al.  v.  Hart  Consolidated  Mining  Co.,  52  Colo.,  459  (1912). 

^  R.  S.,  sec.  5687;  also  p.  25,  Report  of  Tax  Commissioner,  1912. 

«  Sec.  6,  Art.  X,  of  the  state  constitution  provides  that  all  laws  exempting  from 
taxation  property  other  than  "that  hereinbefore  mentioned"  (school  property, 
church  property,  public  property,  certain  ditch  companies,  etc.)  shall  be  void. 
R.  S.,  5687,  seems  to  refer  to  the  domestic  corporations  and  to  exempt  the  shares 
from  taxation  in  the  hands  of  the  holders  on  the  theory  that  they  represent  the  corpo> 
rate  property,  which  is  itself  taxable.  The  taxability  of  shares  in  foreign  corporationfl 
has  been  attacked  in  the  state  courts,  but  the  case  has  not  yet  been  decided  by  the 
supreme  court  of  the  State.     Interview  with  state  tax  officials,  February,  1913. 
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Bonds  of  both  domestic  and  foreign  corporations  are  taxable 
to  the  holders.^ 

Foreign  Corporations. 

Foreign  corporations  are  subject  to  the  annual  corporation 
license  tax  payable  to  the  State  for  state  ptuposes,  and  to  the  same 
further  taxation  as  domestic  corporations  of  corresponding  class. 
Foreign  corporations  assessed  by  the  local  officials  are  taxable  on 
intangible  value.  Local  assessors,  however,  have  not  assessed 
the  intangible  value  to  any  great  extent.* 

III.  FINANCIAL  RESULTS. 
Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  28  per  cent. 

Total  State  Rbchipts,  Taxes  prom  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  Sept.  30,  1912.C 

Total  state  receipts,  all  sources $3, 414,  514.  53 

State  taxes  from  corporations: 

Railroads  ^ $222,  597.  61 

Telephone  companies  ^ 15, 186.  69 

Telegraph  companies  ^ 3, 910.  66 

Car  companies  d 3, 835.  35 

Express  companies  ^ 2, 314.  45 

Incorporation  taxes  « 53, 079.  23 

Incorporation  fees  « 119, 642.  67 

Insurance  companies 228, 282.  45 

Total  ascertainable  state  taxes  from  corporations 648, 849. 31 

Other  taxes: 

Inheritance  tax  / 206,  573.  95 

Poll  tax  P 77, 135. 48 

Game  licenses  * 26, 864.  92 

Liquor  licenses < 56, 225.  00 

General  property  tax  i  (less  $247,844.96  above  es- 
timated)   1,338, 504.  22 

Total  state  taxes  xiot  from  corporations i,  705, 303.  57 

Total  taxes  for  state  purposes,  all  sources 2, 354, 152. 88 

o  R.  S.,  sec.  5581. 

6  Interview  with  state  tax  officials,  February,  1913. 

c  Report  of  State  Treasurer,  1911-12. 

d  Estimated  by  applying  the  state  rate  of  4^  mills  to  the  property  values  as  shown  on 
p.  93,  Report  of  the  State  Board  of  Equalization,  19 11. 

«  Report  of  Secretary  of  State,  19 12,  p.  43. 

/Report  of  State  Treasurer,  1911-12,  p.  73. 

ff  Ibid.,  p.  48. 

h  Ibid.,  p.  35. 

^  Ibid.,  p.  42. 

i  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  practically  impossi- 
ble to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated,  which 
are  not  included  in  this  item. 
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Receipts  from  sources  other  than  taxes: 

United  States,  forest  reserve  fund $78, 218.  76 

United  States,  internal  improvement  ftmd 26, 069.  20 

United  States,  soldiers'  and  sailors'  home  fund 22,  291.  07 

Interest 106, 309.  37 

Land  bonds 721,665.  20 

State  institutions 104, 157. 15 

Miscellaneous i,  650.  90 

Total  receipts  from  sources  other  than  taxes $1, 060, 361. 63 

Total  state  receipts,  all  sotu'ces 3, 414,  514.  53 

IV.  COMMENTS. 
Historical. 

In  the  main,  corporations  in  Colorado  have  been  subject  to  the 
general  property  tax  from  the  creation  of  the  Territory  in  i86i 
to  the  present  time  and,  as  is  shown  later,  the  tendency  to  adhere 
to  this  method  still  exists.  In  the  early  days,  however,  the  sub- 
ject of  taxing  corporations  was  given  consideration,  as  was  also 
the  encouragement  of  industries  by  the  exemption  of  certain  cor- 
porate property  from  taxation. 

Under  the  territorial  laws,  as  revised  in  1867,^  the  property 
of  corporations  constructing  railways,  roads,  canals,  ditches,  etc., 
was  assessed  to  the  corporation.''  Foreign  insurance  companies 
were  taxed  i  per  cent  per  annum  upon  premiums,  for  territorial 
purposes.  Owners  of  "capital  employed  in  merchandise"  in- 
cluded the  amount  thereof  in  their  returns.  Shares  of  stock  and 
corporate  bonds  were  also  returnable  by  individuals.  Provision 
was  made  for  the  deduction  of  debts  from  credits.  The  territorial 
census  board  <^  was  authorized  to  equalize  assessments  in  the  differ- 
ent coimties,^  but  could  not  change  the  aggregate  valuation.  This 
board  also  fixed  the  rate  for  territorial  taxes,  while  the  boards  of 
coimty  commissioners  levied  the  taxes,  and  the  coimty  treasin-ers 
collected  them. 

In  1872  irrigating  ditches  were  made  exempt  from  taxation, 
where  the  water  was  not  sold  for  revenue.*  For  10  years  from 
1876,  mines  bearing  precious  metals  (except  the  net  proceeds  and 

«  Colorado  Rev.  Stats.,  1867,  Chap.  LXXV. 

6  The  value  was  to  be  ascertained  "in  the  best  manner  within  the  power  of  the 


It 


c  Composed  of  the  secretary,  auditor,  and  treasurer  of  the  Territory. 
^  By  changing  any  of  the  assessments,  or  by  varying  any  of  the  rates  of  taxation 
in  any  of  the  counties. 

<  Laws,  Colorado  Territory,  1872,  p.  143. 
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surface  improvements)  were  exempt  from  taxation,*  and  ditches, 
canals,  and  flumes  owned  by  individuals  and  corporations  and  used 
by  them  for  inigating  purposes,  were  exempt  for  a  like  period.^ 

By  1878  railroads  were  assessed  by  the  State  Board  of  Equaliza- 
tion upon  all  property  used  in  operation,  with  certain  exceptions.*^ 
The  valuation  was  apportioned  upon  a  mileage  basis  to  the  counties 
through  which  the  roads  ran.^  Domestic  insurance  companies 
had  then  become  subject  to  taxation  upon  premiums  received,  as 
property.*  Merchandise  and  material  for  use  in  manufacture,  etc., 
were  assessed  upon  the  average  amount  on  hand  during  the  year.' 

In  1885  the  State  Board  of  Equalization  was  required  to  assess 
the  property  of  telegraph  and  telephone  companies,  the  valuation 
being  apportioned  to  the  counties  on  a  mileage  basis.*'  The  inten- 
tion seems  to  have  been  to  include  car  companies  but  the  law  is 
ambiguous  in  this  respect.*  In  1887  mines  were  made  taxable 
upon  a  valuation  based  upon  an  amount  not  exceeding  one-fifth 
of  the  gross  proceeds  for  the  preceding  year.*  In  1889  "sleeping 
and  other  palace  cars  "  were  specifically  added  to  the  list  of  cor- 
porations assessable  by  the  State  Board  of  Equalization.^ 

In  1 901  shares  of  stock  were,  for  the  first  time,  made  exempt 
from  taxation  in  the  hands  of  the  holders*  and  the  State  Board  of 
Assessors,  composed  of  13  county  assessors  elected  by  the  whole 

o  General  Laws  of  Cblorado,  1877,  sec.  2244.  This  exempticm  was  based  on  sec.  3 
of  Art.  X  of  the  state  constitution,  and  related  only  to  mines  producing  minerals. 
Dyke  v,  Whyte,  17  Cdlo.,  298  (i8gi). 

2>  Ibid. ,  sec.  2244.  Also  exempt  for  10  years  was  the  increase  in  the  value  of  private 
lands  caused  by  planting  hedges,  orchards,  and  forests.     Ibid.,  sec.  2243. 

c  Ibid.,  sec.  2251.  The  exceptions  were  lots  or  parcels  of  real  estate  owned  by  the 
roads  within  each  county  and  improvements  thereon,  and  depots,  machine  shops, 
and  other  improved  property  connected  with  the  road  and  located  within  any  county 
and  taxed  where  situated.  The  property  of  the  roads  was  to  be  valued  at  full  cash 
value.  All  matters  connected  with  tliem  and  necessary  to  enable  the  board  to  make 
a  just  and  equitable  assessment  were  to  be  taken  into  consideration. 

d  Ibid.,  sec.  2251. 

^  Ibid.,  sec.  2252. 

/  Ibid.,  sec.  2262. 

9  Laws,  1885,  p.  321. 

ft  In  Denver  &  Rio  Grande  Ry.  Co.  v.  Church,  17  Colo.,  6  (1891),  the  court  refers  to 
this  ambiguity. 

*  Laws,  1887,  p.  340. 
i  Laws,  1889,  p.  318. 

*  Laws,  1901,  p.  311.  "Corporate  stock  shall  be  deemed  to  represent  the  corporate 
property,  and,  except  in  the  case  of  banking  corporations,  shall  not  be  taxed.  The 
taxpayer  need  not  return  suc^  stock  in  his  schedule. "    Ibid.,  1901,  p.  311. 
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number  of  such  officials,  was  charged  with  the  duty  of  determining, 
upon  a  mileage  basis,  the  State's  share  of  the  value  of  the  entire 
plant  of  railway,  telegraph,  telephone,  express,  and  car  com- 
panics.®  This  board  was,  however,  abolished  the  following  year 
and  the  property  of  all  these  companies  was  from  1902  until  the 
appointment  of  the  State  Tax  Commission  in  191 2  assessed  by  the 
State  Board  of  EquaUzation.* 

Taxation  Based  on  Entire  Capital  Stock. 

An  *' annual  state  corporation  license  tax''  was  in  1902  im- 
posed upon  both  foreign  and  domestic  corporations.  By  this 
act  it  was  attempted  to  tax  foreign  corporations  at  twice  the  rate 
applicable  to  domestic  corporations.^*  As  applied  to  foreign  cor- 
porations doing  business  in  the  State  prior  to  its  enactment,  this 
act  was  in  1907  declared  unconstitutional  by  the  United  States 
Supreme  Court.^  During  the  same  year  the  law  as  it  aflFected  for- 
eign corporations  was  changed  so  as  to  tax  them  on  the  same  basis 
and  at  the  same  rate  as  domestic  corporations,  namely,  upon  the 
entire  authorized  capital  stock  at  the  rate  of  2  cents  for  each  $1 ,000 
par  value.*  The  United  States  Supreme  Court  having  declared  a 
somewhat  similar  law  of  Kansas  unconstitutional  in  1910,  ^  the 
Colorado  law  was  again  changed  in  191 1  to  its  present  form.  ^  This 
change  as  will  be  seen  imder  the  above  heading  ** Statutes"  does 
not  aflfect  domestic  corporations  but  provides  for  the  taxation  of 
the  authorized  capital  stock  of  foreign  corporations  on  a  propor- 
tional basis. 

The  effect  of  the  language  of  the  amending  act  providing  for 
the  changes  just  described  is  discussed  in  the  reports  of  the 
secretary  of  state.*  In  1910  the  secretary  recommended  that 
the  law  be  changed  so  as  to  tax  foreign  corporations  on  that 
proportion  of  their  capital  stock  represented  by  property  located 
and  business  transacted  in  the  State.  The  bill  as  passed,  how- 
ever, does  not  contain  the  words  "business  transacted,''  thus 
limiting  the  tax  to  that  jM-oportion  of  the  capital  stock  represented 

«  Laws,  1901,  pp.  297,  298;  Report,  Att'y  Gen.,  Colo.,  1901-2,  pp.  6,  7. 

&  Laws,  X902,  pp.  loi,  102. 

cLaws,  1902,  p.  73. 

c' American  Smelting  &  Refining  Co.  v.  Colorado,  204  U.  S.,  103  (1907);  Report, 
Att'y  Gen.  of  Colo.,  1909-10,  p.  9.  The  1902  law  was  held  constitutional  as  to  domestic 
corporations.    Ohio-Colorado  Mining  &  Milling  Co.  v.  Elder  et  al.,  47  Colo.,  63  (1908). 

<  Laws,  1907,  chap.  211. 

/Western  Union  Telegraph  Co.  v.  Kansas,  216  U.  S.,  i. 

Q  Laws,  191 1,  p.  260. 

*  Report,  Secretary  of  State,  1909-10,  pp.  6,  7;  1910-12,  p.  5. 
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by  property  located  and  employed  in  Colorado.  This  leaves 
foreign  insurance  and  express  companies  practically  free  from  the 
payment  of  the  "annual  corporation  license  tax"  as  such  com- 
panies, although  transacting  a  large  amount  of  business  in  the 
State,  have  little  property  located  and  employed  therein.* 

Apportionment  of  Car  Company  Values. 

In  its  1 910  report  the  State  Board  of  Equalization  referred  to 
the  fact  that  it  has  been  proven  "not  only  in  this  State  but  in 
many  others  as  well  that  the  assessment  of  car  line  companies 
distributed  to  the  counties  through  which  these  cars  are  reported 
as  being  run,  provides  confusion  not  only  to  the  car  line  com- 
panies but  to  the  county  treasurers,  whose  duty  it  is  to  collect 
this  tax;'*  that  in  a  great  many  instances  the  amount  certified  to 
the  counties  is  hardly  worth  the  expense  of  collection,  and  that  a 
tax  on  this  class  of  property  levied  at  a  uniform  rate  and  collected 
directly  by  the  state  treasurer  would  meet  with  little  objection.* 

Corporations  Having  Continuity    of    Business    in    Two    or  More 
Counties. 

The  need  for  the  assessment  of  intertwban-railway,  water,  gas, 
and  other  corporations  conducting  business  in  more  than  one 
county,  by  central  state  authority,  and  for  the  proportionate 
distribution  of  the  assessment  to  each  county  entitled  thereto, 
was  apparent  to  the  board  in  1909.  The  schedules  showing  finan- 
cial conditions,  etc.,  were  not  being  returned  to  the  state  auditor 
and  local  assessors  were  not  assessing  the  intangible  value  of  the 
properties  as  required  by  law.*^  The  act  of  1911  creating  the 
Tax  Commission  did  not  provide  for  the  assessment  of  such  com- 
panies by  the  commission,  but  in  191 3  this  provision  was  made.** 

Timberlands. 

Timberlands  are  subject  to  the  general  property  tax  locally  for 
state  and  local  purposes,  the  same  as  other  property.  According 
to  the  Tax  Commission  some  better  method  is  needed.  An  illus- 
tration of  this  is  found  in  a  certain  county,*  where  142,460  acres 
of  "grazing  land"  are  assessed  at  only  $1  per  acre.  A  great  deal 
of  this  is  in  timber.     The  assessment  is  said  to  be  too  low./ 


o  Report,  Secretary  of  State,  1910-12,  p.  5. 

&  Report,  State  Board  of  Equalization,  1909-10,  p.  157. 

c  Ibid.,  p.  7. 

dSee  "Statutes,"  p.  83. 

«  First  Annual  Report,  Tax  Commission,  19 12,  p.  234. 

/  Interview  with  state  tax  officials,  February,  1913. 
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Separation  of  Sources  of  State  and  Local  Revenue. 

The  question  of  separating  the  sources  of  state  and  local  revenue 
has  been  discussed  from  time  to  time  in  Colorado.  According  to 
an  interview  with  a  member  of  the  Tax  Commission  he  considered 
that  there  are  two  obstacles  in  the  way  of  adopting  such  a  sys- 
tem  at  the  present  time.  Fij-st,  constitutional  limitations  prohibit 
its  adoption;  second,  the  sparsely  populated  moimtain  coimties 
through  which  the  railroads  pass  are  the  beneficiaries  of  railroad 
mileage  apportionment  to  the  extent  of  from  20  to  50  per  cent  of 
their  total  taxes,  and  in  certain  coimties  to  the  extent  of  95  per 
cent  of  their  school  taxes."  These  circumstances  also  tend  to  pre- 
vent the  taxing  of  railroads  by  any  substitute  for  the  general  prop- 
erty tax  and  mileage  apportionment  in  Colorado. 

The  same  official,  in  a  monograph  published  in  191 1,*  showed 
the  adherence  of  the  State  to  the  general  property  tax,  soimded  a 
warning  against  sudden  and  radical  changes,  and  indorsed  the 
establishment  of  a  permanent  central  assessing  authority  which,  as 
previously  stated,  has  since  been  created  in  the  form  of  the  State 
Tax  Commission. 

*'  In  any  scheme  for  the  reform  of  the  present  tax  system,"  says 
the  monograph  above  referred  to,<^  *'the  absence  of  radical  changes 
is  a  strong  point.  Changes  for  the  betterment  of  a  financial  system 
are  rarely  made  by  wholesale.  On  the  contrary,  they  come  slowly, 
alhd  only  by  small  increments  at  a  time.  It  is  for  this  reason  that 
we  cannot  hope  for  the  sudden  abolition  of  the  general  property 
tax  and  the  substitution  of  some  one  of  the  numerous  academic 
schemes  for  fiscal  reform.  The  general  property  tax  system  we 
now  have,  which  is  so  vigorously  condemned  by  financial  writers, 
has  grown  up  with  our  industrial  and  political  fabric  and  cannot 
be  either  quickly  abandoned  or  suddenly  and  radically  changed. 
It  would  therefore  seem  wise  for  us  to  consider  first  moderate  and 
reasonable  plans  for  improving  it.  While  we  are  not  able  to 
remove  all  the  injustice  inherent  in  the  present  system,  we  can  at 
least  improve  its  administration.  It  is  for  this  reason  that  the 
suggestion  of  a  supervisory  agency  or  state  tax  commission  is  more 
likely  to  engage  the  attention  of  the  legislators  than  are  the  more 
radical  schemes  of  reform.  The  most  obvious  need  appears  to 
be  pressure  on  the  local  assessors  by  a  superior  power  to  secure 
uniformity  in  assessments.  This  power  can  be  obtained  by  means 
of  a  state  tax  commission." 

o  Interview  with  state  officials,  February,  1913. 

b  "Need  of  a  State  Tax  Commission  in  Colorado,"  John  Burton  Phillips,  Univ.  of 
Colo.  Studies,  Vol.  VIII,  pp.  95-97  (February,  191 1). 
clbid.,  pp.  loo-i. 
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Powers  of  the  Tax  Commission. 

The  present  Tax  Commission  exists  by  virtue  of  an  act  passed 
in  191 1 .  At  first  there  Was  some  imcertainty  as  to  the  scope  of  the 
commission's  power  under  the  statute  when  read  in  connection  with 
section  15  of  Article  X  of  the  state  constitution.  This  section 
created  the  State  Board  of  Equalization  and  prescribes  its  duties. 
A  proposed  constitutional  amendment  intended  to  abolish  the  State 
Board  of  Equalization  and  substitute  therefor  the  State  Tax  Com- 
mission failed  of  adoption  at  the  November,  191 2,  general  election. 
A  bill  to  resubmit  this  amendment  was  before  the  legislature  in 
1 91 3  but  did  not  pass. 

The  State  Tax  Commission  is  of  the  opinion  that  the  power  to 
appoint  all  assessors  if  granted  to  it  would  insure  a  greater  degree 
of  uniformity  in  assessments.  The  granting  of  such  a  pow:er 
would,  however,  necessitate  amending  the  constitution,  as  the 
office  of  local  assessor  is  provided  for  therein.  Such  an  amend- 
ment was  recommended  by  a  committee  of  local  assessors  in 
August,  191 2,  but  no  bill  for  its  submission  was  introduced  in  the 
1 91 3  legislature.^ 

True  Consideration  in  Deeds. 

A  bill  was  introduced  during  191 3  to  require  that  the  true  con- 
sideration be  expressed  in  deeds.     This  bill  did  not  pass.*"  . 

Home  Rule  in  Municipal  Taxation. 

Reference  has  been  made  to  an  amendment  to  the  state  consti- 
tution, effective  January  22,  1913,  granting  to  cities  of  2,000 
inhabitants  the  power  to  legislate  upon  and  control  the  taxation 
of  property  for  municipal  piuposes.^  Under  this  power  the  city 
of  Pueblo  amended  its  charter  so  that  improvements  on  land  for 
the  year  19 14  are  exempt  from  all  taxation  for  municipal  pur- 
poses to  the  extent  of  half  of  their  assessed  value  at  the  time  of  the 
adoption  of  the  amendment  (November,  191 2),  and  after  January 
1 ,  191 5,  to  the  extent  of  99  per  cent  of  that  value.^ 

*  Interview  with  state  officials,  February,  19 13. 

&  Letter  from  Tax  Commission,  Jime  18,  1913. 

«  See  p.  78. 

^  Letter  from  coimty  attorney  of  Pueblo  County,  Mar.  19,  1914. 
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UTAH. 

I.  GENERAL  VIEW. 
Chief  Features. 

First.  Taxation  of  physical  property  of  all  corporations  and  also 
of  the  franchises  of  all  public-service  corporations,  under  the  gen- 
eral property  tax. 

Second.  Taxation  of  all  corporations  under  the  capital-stock 
or  **  annual  license  "  tax. 

Third.  Assessment  of  public-service  corporations  by  a  state 
board. 

General  Property  Tax. 

All  property  of  the  domestic  and  foreign  corporations  herein 
treated,  except  exempted  property  and  the  property  of  car  com- 
panies, is  subject  to  the  general  property  tax  paid  locally  for  state 
and  local  purposes.  Such  property  (including  franchise)  used  in 
or  incidental  to  the  business  of  each  public-service  corporation 
operated  in  more  tlian  one  county  in  the  State,  and  certain  property 
of  mining  companies,  is  assessed  by  the  State  Board  of  Equaliza- 
tion. The  assessed  valuation  of  public-service  corporation  prop- 
erty, except  car  companies,  is  apportioned  by  said  board  to  the 
various  counties  through  which  the  company  operates,  or  in  which 
its  property  is  located.  A  like  apportionment  is  then  made  by 
county  officials  to  the  respective  minor  taxing  districts,  and  taxes 
are  there  levied  at  the  same  rates  and  in  the  same  manner  as  those 
levied  against  the  property  of  individuals. 

The  general  property  tax  on  car  companies  is  paid  to  the  State 
for  state  and  local  piUTposes.  Assessment  is  by  the  State  Board 
of  Equalization. 

All  property  of  the  other  corporations  herein  treated  is  assessed 
and  taxed  locally. 

Capital-Stock  or  "Annual  License"  Tax. 

All  domestic  and  foreign  corporations  of  the  classes  herein 
treated  are  required  to  pay  to  the  State  for  state  purposes  a  small 
graduated  tax  based  on  the  amoimt  of  their  authorized  capital 
stock. 

94 
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Stockholders  and  Bondholders. 

Resident  owners  of  stock  of  a  corporation,  whose  property  rep- 
resented by  such  stock  has  been  taxed,  are  not  subject  to  taxation 
therefor.  Bonds  are  taxable  in  the  hands  of  the  individual  hold- 
ers  but  in  practice  are  not  taxed. 

Foreign  Corporations. 

Foreign  corporations  are  taxed  in  like  manner  as  domestic  cor- 
porations of  the  same  kind. 

Administration. 

The  State  Board  of  Equalization,  composed  of  four  residents  of 
the  State  appointed  by  the  governor  and  confirmed  by  the  senate 
for  terms  of  four  years  each,  assesses  and  apportions  to  the  coun- 
ties the  property  and  franchise  values  of  all  public-service  corpora- 
tions operating  in  more  than  one  county,  and  assesses  the  net  pro- 
ceeds and  machinery  of  mining  companies.  The  board  directs 
local  assessing  officials  as  to  their  duties  and  may  visit  each  county 
for  the  purpose  of  examining  all  assessment  and  taxation  books. 
It  equalizes  assessments  as  between  coimties,  and  upon  notice 
may  change  the  assessment  of  any  class  of  property  in  a  county. 
The  state  board  also  determines  each  year  the  tax  rate  to  be  levied 
on  property  for  the  purpose  of  raising  the  amount  fixed  by  the 
legislature  for  state  needs.  (C.  L.,  sees.  2560,  2588,  as  amended 
Laws,  1909,  chap.  63,  and  sec.  2584,  as  amended  Laws,  191 1, 
chap.  85.) 

County  boards  of  equalization  adjust  and  equalize  individual 
assessments  within  their  respective  counties,  and  assign  to  the 
local  districts  the  valuations  of  public-service  property  apportioned 
to  their  coimty  by  the  State  Board  of  Equalization.  Assessors 
having  any  statement  of  taxable  property  situated  in  another 
coimty  must  notify  the  assessor  of  the  latter  county. 

The  general  property  tax  is  collected  by  the  coimty  treasurers, 
except  the  rolling-stock  tax  on  car  companies  which  is  collected 
by  the  secretary  of  the  State  Board  of  Equalization. 

The  capital-stock  or  "annual  license"  tax  is  collected  by  the 
secretary  of  state.® 

o  Sources  of  revenue  in  Utah: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  poll  tax;  (c)  business 
taxes  and  licenses. 

County. — (a)  General  property  tax;  (6)  poll  tax;  (c)  business  taxes  and  licenses. 

State. — (a)  General  property  tax;  (6)  inheritance  tax;  (c)  taxes  and  fees  from  in- 
surance companies;  (d)  capital-stock  or  "annual  license"  tax;  (e)  fish  and  game 
licenses;  (f),  fines,  fees.  etc. 
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n.  DETAILS  AS  TO  THE  CONSTITUTION  AND    STATUTES. 

Constitution.** 

*'A11  corporations  or  persons  in  this  State,  or  doing  business 
herein,  shall  be  subject  to  taxation  for  state,  county,  school, 
municipal  or  other  purposes,  on  the  real  and  personal  property 
owned  or  used  by  them  within  the  territorial  limits  of  the  authority 
levying  the  tax." *  Property  not  exempted  from  taxation,  includ- 
ing moneys,  credits,  bonds,  stocks''  (except  of  companies  whose 
property  represented  by  such  stocks  has  been  taxed),  and  fran- 
chises "shall  be  taxed  in  proportion  to  its  value. "^ 

"The  legislature  shall  provide  by  law  a  uniform  and  equal  rate 
of  assessment  and  taxation  on  all  property  *  *  *,  according 
to  its  value  in  money,*  and  shall  prescribe  by  general  law  such 
regulations  as  shall  secure  a  just  valuation  for  taxation  of  all 
property,  so  that  every  person  and  corporation  shall  pay  a  tax 
in  proportion  to  the  value  of  his,  her  or  its  property:  Provided, 
That  a  deduction  of  debits  from  credits  may  be  authorized.  *  *  * 
The  property  of  the  United  States,  of  the  State,  counties,  cities, 
towns,  school  districts,  municipal  corporations  and  public  libra- 
ries," churches,  cemeteries,  and  property  of  a  like  nature,  also 
^*  mortgages  upon  both  real  and  personal  property  shall  be  exempt 
from  taxation."  Ditches,  canals,  reservoirs,  pipes,  and  flumes 
shall  not  be  separately  taxed  while  owned  by  the  parties  benefited 
and  used  exclusively  for  irrigating  their  own  lauds,  f 

^  Except  as  otherwise  indicated,  the  references  are  to  the  constitution  of  the  State, 
as  contained  in  Cbmpiled  Laws  of  Utah,  1907. 

ft  Constitution,  Art.  Xlll,  sec.  10. 

<:  "  As  here  used,  evidently  means  property  consisting  of  shares  in  joint-stock  com- 
panies, whether  of  banking  institutions  or  other  corporations. ' '  Commercial  National 
Bank  v.  Chambers,  21  Utah,  324,  334  (1900). 

^  Constitution,  Art.  XIII,  sec.  2. 

The  constitutional  provision  prohibiting  damaging  or  taking  of  private  property  for 
public  use  without  just  compensation  is  not  a  limitation  on  the  taxing  power  of  the 
State  but  is  a  limitation  on  the  exercise  of  the  power  of  eminent  domain.  Kimball 
V.  Grantsville  City,  19  Utah,  368  (1899),  overruling  Ka3rsville  v.  Ellison,  18  Utah,  163 
(1898). 

«  The  term  "according  to  its  value  in  money"  means  that  all  property  shall  be 
valued,  for  purposes  of  assessment,  as  near  as  is  reasonably  practicable,  at  its  fuU 
cash  value.  The  valuation  shall  be,  as  near  as  reasonably  practicable,  equal  to  the 
cash  price  for  which  the  property  valued  would  sell  in  open  market,  doubtless  the 
correct  test  of  the  value  of  property.    State  v.  Thomas,  16  Utah,  86,  90  (1897). 

/  Constitution,  Art.  XIII,  sec.  3,  as  amended,  1900,  1906.  The  statute  relating  to 
exemptions  adds  to  the  list  pumping  plants  owned  and  used  by  such  parties.  Com* 
piled  Laws,  sec.  2503,  as  amended  by  Laws,  1909,  c^ap.  94. 
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"All  mines  and  mining  claims,  both  placer  and  rock  in  place, 
containing  *  *  *  valuable  mineral  deposits  after  purchase 
thereof  from  the  United  States,  shall  be  taxed  at  the  price  paid 
the  United  States  therefor,  imless  the  surface  groimd  or  some  part 
thereof  of  such  mine  or  claim,  is  used  for  other  than  mining  pur- 
poses, and  has  a  separate  and  independent  value  for  such  other 
purposes;  in  which  case  said  surface  ground,  or  any  part  thereof, 
so  used  for  oth^r  than  mining  ptuposes,  shall  be  taxed  at  its  value 
for  such  other  piuposes.  *  *  *  Machinery  used  in  mining, 
and  all  property  and  surface  improvements''  having  "a  value 
separate  and  independent  of  such  mines,"  and  "the  net  annual 
proceeds  of  all  mines  and  mining  claims,  shall  be  taxed  by  the 
State  Board  of  Equalization."** 

"  Rolling  stock,  and  other  movable  property,  belonging  to  any 
railroad  company  or  corporation  in  this  State,  shall  be  considered 
personal  property,"  and  taxed  "  in  the  same  manner  as  the  personal 
property  of  individuals."^ 

"Private  or  special  laws"  for  "assessing  and  collecting  taxes," 
or  for  granting  "any  privilege,  immunity  or  franchise"  are  pro- 
hibited.*' 

The  constitution  shall  not  be  "construed  to  prevent  the  legisla- 
ture from  providing  a  stamp  tax,  or  a  tax  based  on  income,  occu- 
pation, licenses  or  franchises."*' 

o^  Constitution,  Art.  XIII,  sec.  4,  as  amended  1908.  See  Laws,  1907,  p.  274;  Report 
of  Sec.  of  State,  1907^,  p.  6. 

Gypsum  deposits  are  included  within  the  term  "  valuable  mineral  deposits. ' '  Nephi 
Plaster  &  Mfg.  Co.  v.  Juab  Coimty,  33  Utah,  114  (1907). 

b  Constitution,  Art.  XII,  sec.  14. 

c  Ibid.,  Art.  VI,  sec.  26;  see  also  Art.  I,  sec.  23. 

d  Ibid.,  Art.  XIII,  sec.  12. 

A  city,  authorized  by  the  legislature  to  raise  revenue  by  lev)ring  and  collecting  a 
license  fee  or  tax  upon  any  private  corporation  or  business  within  its  limits,  required 
a  license  of  $5  per  annum  for  each  telephone  instrument  for  which  a  rental  or  charge 
was  made,  such  amount  to  be  paid  by  every  person  or  corporation  who  operated  and 
maintained  any  such  instrument  in  the  city.  This  license  tax  is  not  a  property  tax 
subject  to  the  provisions  of  sees.  2  and  3  of  Art.  XIII,  but  comes  under  the  head  of  a 
business  license.    Qgden  City  v.  Grossman,  17  Utah,  66,  71,  78  (1898). 

An  ordinance  passed  by  county  commissioners  requiring  persons  or  corporations 
raising,  grazing,  etc.,  sheep  in  the  county  to  pay  an  annual  license  fee  of  5  cents  per 
head,  etc.,  was  held  invalid.  The  cotut  said:  "License,  in  general,  implies  privilege 
and  regulation,  and  the  imposition  of  it  falls  within  the  police  power  of  the  State. 
*  *  *  A  charge  of  a  license  fee,  however,  against  a  business  or  occupation,  com- 
mendable and  necessary  for  the  public  good,  which,  in  efifect,  is  prohibitory  of  the 
carrying  on  or  ptu'suing  of  such  business  or  occupation,  is  void  as  an  .tmlawful  exercise 
of  power.     ♦    *    *    The  thing  provided  for  by  this  instrument  is  not  a  license ,  wi  thi  n 

49084°— 14 7 
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''The  legislature  shall  not  impose  taxes  for  the  purpose  of  any 
county,  city,  town  or  other  municipal  corporation,  but  may,  by  law, 
vest  in  the  corporate  authorities  thereof,  respectively,  the  power 
to  assess  and  collect  taxes  for  all  purposes  of  such  corporation.* 

"The  legislature  shall  not  delegate  to  any  *  *  *  pri- 
vate corporation  or  association,  any  power  *  *  *  to  levy 
taxes    *    *    *     .6 

"All  laws  relating  to  corporations  may  be  altered,  amended  or 
repealed  by  the  legislature.  ''^ 

No  foreign  corporation  "shall  be  allowed  to  transact  business 
within  the  State  on  conditions  more  favorable  than  those  pre- 
scribed by  law'*  for  domestic  corporations.^ 

"Lands  belonging  to  citizens  of  the  United  States,  residing 
without  this  State  shall  never  be  taxed  at  a  higher  rate  than  lands 
belonging  to  residents.* 

"No  law  shall  be  passed  granting  irrevocably  any  franchise, 
privilege  or  immunity.-^ 

"  Until  otherwise  provided  by  law,  there  shall  be  a  State  Board 
of  Equalization,  consisting  of  the  governor,  state  auditor,  state 
treasurer,  secretary  of  state  and  attorney  general;  also,  in  each 
county  of  this  State,  a  county  board  of  equalization,  consisting  of 
the  board  of  county  commissioners  of  said  county. "  ^ 

The  state  tax  rate  "  shall  never  exceed  eight  mills  on  each  dollar 
of  valuation  to  be  apportioned  as  follows:  Not  to  exceed  four 
and  one-half  mills    *    *    *    for  general  state  purposes ;    *    *    * 

the  tenns  of  the  statute,  but  by  design  a  prohibitive  tax  in  violation  of  the  statute  and 
constitution."    Matthews  v.  Jensen,  21  Utah,  207,  212,  218,  225  (1900). 

In  a  case  arising  out  of  the  imposition  of  an  annual  license  tax  by  a  city  upon  all 
merchants  and  bankers  transacting  business  therein,  at  different  rates  classified 
according  to  the  value  of  capital  employed  in  their  business,  the  cotu't  said:  "By 
adopting  Section  12,  as  we  view  it,  the  framers  of  the  Constitution  neither  intended  to, 
nor  did  they,  in  any  way  place  a  limitation  upon  the  power  of  the  legislature  to  impose 
the  several  kinds  of  taxes  specilicd  in  that  section.  ♦  *  *  In  Section  12  neither 
duties  nor  restrictions  of  any  kind  are  mentioned . ' '  Sal  t  Lake  Ci ty  i; .  Christensen  Co . , 
34  Utah,  38,  42,(1908). 

o  Constitution,  Art.  XIII,  sec.  5. 

&  Ibid.,  Art.  VI,  sec.  29. 

«  Ibid.,  Art.  XII,  sec.  i. 

<*  Ibid.,  Art.  XII,  sec.  6. 

e  Ibid.,  Art.  III. 

/  Ibid.,  Art.  I,  sec.  23. 

ff  Ibid.,  Art.  XIII,  sec.  11.  The  constitution  also  prescribes  the  duties  and  powers 
of  the  State  Board  of  Equalization .     (Ibid.) 

Although  the  state  constitution  declares  that  the  State  Board  of  Equalization,  in 
addition  to  the  work  of  equalization,  "shall  perform  such  other  duties  as  may  be  pre- 
scribed by  law, ' '  it  was  held  that  this  did  not  authorize  the  legislature  to  confer  upon 
that  board  the  power  to  assess  property  the  situs  and  operation  of  which  were  wholly 
within  one  coimty.    State  ex  rel.  v.  Eldredge,  27  Utah,  477  (1904). 
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three  mills  *  *  *  for  district  school  piirposes;"  and  "one- 
half  mill  *  *  *  for  high-school  purposes.  *  *  *  And 
whenever  the  taxable  property  within  the  State  shall  amomit  to 
$400,000,000,  the  rate  shall  not  exceed  five  mills;"  miless  a 
majority  of  the  taxpayers  vote  to  increase  such  rate.  ** 

Statutes.  ^ 

General  Property  Tax. 

All  corporate  property,  tmless  exempt,^  is  subject  to  the  general 
property  tax  paid  locally  for  state  and  local  purposes. 

Property,  including  franchise,  of  public-service  corporations, 
operating  in  more  than  one  county,  is  assessed  by  the  State  Board 
of  Equalization.  Franchises  (the  right  to  use  public  roads,  etc.) 
and  all  of  the  property  of  such  corporations  operating  in  a  single 
cotmty  are  assessable  locally.^ 

The  statute  requires  the  assessment  of  all  property  at  its  full 
cash  value,  namely,  the  amount  at  which  the  property  would  be 
taken  in  payment  of  a  just  debt  due  from  a  solvent  debtor.'  In 
practice,  however,  it  is  assessed  at  about  30  per  cent  of  full  cash 
value.' 

The  term  "real  estate"  includes  land,  improvements  thereon, 
mines,  minerals,  quarries,  timber,  and  all  rights  and  privileges 
appertaining  thereto.  "Personal  property"  includes  everything 
which  is  the  subject  of  ownership  not  included  within  the  terms 
"real  estate"  and  "improvements."  "Credit"  means  solvent 
debts,  secured  or  unsecured,  owing  to  a  person,  and  "  debts  "  means 
secured  or  unsecured  liabilities  owing  by  a  person.^' 

Lands  held  under  a  contract  of  sale  or  lease  from  the  Territory 
or  State  of  Utah  are  taxable  to  the  extent  of  the  improvements 

a  Constitution,  Art.  XIII,  sec.  7,  as  amended  1910.  See  Laws,  1909,  p.  346;  Re- 
port of  Sec.  of  State,  1909-10,  p.  8. 

^  Except  as  otherwise  indicated,  references  herein  are  to  the  Compiled  Laws  of 
Utah,  1907,  cited  as  "C.  L." 

c  C.  L.,  sees.  2501,  2506.  The  wording  of  the  statutes  as  to  exemptions  follows  the 
language  of  the  constitution,  except  that  the  statutes  include  pumping  plants  of  irriga- 
tion  systems  operated  for  mutual  benefit.  C.  L.,  sec.  2503,  as  amended  by  Laws, 
1909,  chap.  94. 

^  Ibid.,  sec.  2513,  as  amended  by  Laws,  1909,  chap.  63;  and  C.  L.,  sec.  206x86,  as 
amended  by  Laws,  191 1,  chap.  120.  Certain  cities  impose  gross-earnings  business 
taxes  on  some  local  public-service  corporations.  Interview  with  state  tax  officials, 
January,  1913. 

^  Ibid.,  sees.  2505,  2506. 

The  price  for  which  the  property  would  sell  in  open  market.  State  v.  Thomas, 
x6  Utah,  86  (1897). 

/  Interview  with  state  tax  officials,  January,  1913. 

Q  C.  L.*  sec.  2505. 
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thereon,  and  interest  therein  as  represented  by  the  part-payment 
of  the  purchase  price. ^ 

Debts,  secured  or  unsecured,  are  deducted  from  "solvent 
credits;"  but  amounts  due  on  insurance  premiums,  unpaid  sub- 
scriptions to  societies  or  institutions,  installments  payable  on  the 
capital  stock  of  a  corporation,  and  liabilities  on  any  bond  or  imder- 
taking,  can  not  be  deducted.  ^  While  net  credits,  as  well  as  money, 
are  taxable,  a  very  small  amount  is  actually  assessed.*^ 

Both  real  and  personal  property  is  assessed  annually.''  Land, 
improvements,  and  personal  property  are  each  separately  assessed.' 

When  the  taxable  property  within  the  State  amounts  to 
$400,000,000,  the  rate  for  state  purposes  is  limited  to  5  mills, 
unless  increased  by  a  vote  of  a  majority  of  the  taxpayers. 
'Wlien  the  valuation  is  less  than  this  amount,  the  rate  may  be 
raised  as  high  as  8  mills  on  each  dollar  of  valuation.' 

No  property  is  exempt  from  taxation  unless  by  constitutional 
provision.^ 

Capital-Stock  or  ^^Annual  License"  Tax. 

All  domestic  and  foreign  corporations,  imless  exempt,  are 
required  to  pay  to  the  State,  for  the  use  of  the  State,  a  capital 
stock  or  ''annual  license"  tax,  based  on  authorized  capital  stock. 
The  maximum  amount  collectible  from  any  one  corporation  under 
this  tax  is  $50  per  annum.  WTien  the  authorized  capital  stock  is 
$10,000  or  less,  the  annual  payment  is  $5 ;  when  it  exceeds  $200,000 
the  maximum  is  reached.* 

^  C.  L.,  sec.  2502. 

&  Ibid.,  9CC.  2517  (as  amended  by  Laws,  1909,  chap.  63)  and  sec.  2518. 

c  Interview  with  state  tax  officials,  January,  1913. 

^C  L.,  sec.  2516,  as  amended  by  Laws,  1909,  chap.  63. 

^  Ibid.,  sec.  2506. 

/  Constitution,  Art.  XIII,  sec.  7,  as  amended  1910. 

If  Ibid.,  Art.  XIII,  sec.  2,  as  amended  1906. 

A  When  the  authorized  capital  stock  is — 

$10,000  or  less,  the  rate  is  $5.00  per  annum. 

When  exceeding    $10,000  and  not  exceeding    $25,000,     10.00  per  annum. 

When  exceeding      25,000  and  not  exceeding      50,000,     15.00  per  annum. 

When  exceeding      50,000  and  not  exceeding      75,000,     20.00  per  annum. 

When  exceeding      75.000  and  not  exceeding     100,000,     25.00  per  annum. 

When  exceeding     100,000  and  not  exceeding     150,000,    35.00  per  annum. 

When  exceeding    150,000  and  not  exceeding    200,000,     40.00  per  annum. 

When  exceeding    200,000  50.00  per  annum. 

Laws,  1909,  chap.  106,  repealing  Laws,  1907,  chap.  107  (C.  L.i  sees.  456x6-456x10), 
which  imposed  the  same  rates  of  annual  license  tax  but  did  not  provide  for  the  same 
exemptions  and  penalties  as  the  1909  law. 

The  general  principle  of  a  capital-stock  tax  was  held  constitutional.  In  rendering 
the  decision  the  court  di£ferentiated  franchises  granted  for  the  use  and  occupation 
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Steam  and  Street  Railroads. 

Steam  and  street  railroads  pay  locally  the  general  property  tax 
for  state  and  local  purposes*  on  all  property,  including  **fran- 
cliise".^  In  addition,  they  pay  to  the  State  for  state  purposes 
the  small  graduated  capital-stock  or  ''annual  license"  tax.^ 

All  property, including  ''franchise,''  except  real  estate  not  actu- 
ally necessary  for  raihoad  ptuposes,  is  assessed  by  the  State 
Board  of  Equalization.^  Real  estate  not  actually  necessary  for 
raihoad  purposes  is  assessed  locally.*  The  valuation  of  "fran- 
chises,'* and  of  rolling  stock,  as  assessed  by  the  state  board,  is 
apportioned  among  the  counties  through  which  the  road  passes 
in  that  proportion  which  the  length  of  all  its  tracks  f  in  each 
county  bears  to  the  total  length  of  all  tracks  in  the  State.  All 
other  property  assessed  by  the  state  board  is  taxed  in  the  county 
where  located.^ 

Apportionment  of  these  values  is  made  by  the  respective  boards 
of  county  commissioners  to  the  local  taxing  districts  on  track 
mileage  basis.* 

The  property  of  raifa-oads  which  are  operated  wholly  within  one 
county  is  assessed  by  the  county  assessor.*  *•! 

Each  raifa-oad  company  is  required  to  file  annually  with  the 
state  board  a  detailed  statement  showing  the  value  of  all  prop- 
erty owned  in  the  State,  mileage  in  each  county,  and  such  other 

data  as  the  board  may  require.^    Similar  data  are  required  to  be 

■■■.^^— ^^-^^ ^-^^-^— ^— ^"— •— i^^-^— ^— ^^.^— ^— .— ^.^— ^— ™^^— ™^^^^^^^.^««.^.^^™^^^^_»_^««^^,^^^^^^^,^_^^^_^__^^^^^_^^^^^^^^^ 

of  public  roads,  etc.,  from  franchises  granted  for  the  right  to  be  and  to  continue  to 
exist  as  a  corporation.  The  former  "must  be  assessed  on  their  actual  value,  what- 
ever that  may  be,  and  this  value  must  be  ascertained  in  the  same  manner  as  is  the 
value  of  property  generally."  With  respect  to  the  taication  of  the  latter  under  the 
capital-stock  tax,  the  court  said  that  this  "can  be  said  to  be  a  franchise  tax  in  a  very 
limited  sense.  *  *  *  It  is  far  more  in  the  nature  of  a  license  tax  imposed  upon  the 
privilege  of  being  and  continuing  to  exist  as  a  corporation."  Blackrock  Copper 
Mining  &  Milling  Co.  v.  Tingey,  34  Utah,  369  (1908). 

A  C.  L.,  sec.  2562,  as  amended  by  Laws,  1909,  chap.  63. 

ft  Ibid.,  sec.  2560,  as  amended  by  Laws,  1909,  chap.  63;  interview  with  state  tax 
officials,  January,  1913. 

^  Laws,  X909,  chap.  106. 

<^C.  L.,  sees.  25x3  (as  amended  by  Laws  1909,  chap.  63),  2584  (as  amended  by 
Laws,  1909,  chap.  63,  and  Laws,  1911,  chap.  85). 

^  Ibid.,  sees.  2514,  2515. 

/  Main  tracks,  sidetracks,  passing  tracks,  switches,  and  tramways. 

^  C.  L.,  sec.  2560,  as  amended  by  Laws,  1909,  chap.  63. 

*Ibid.,  sees.  2561;  and  2562,  as  amended  by  Laws,  1909,  chap.  63.  Interview 
with  chairman,  Special  Tax  Commission,  Jan.  x6,  1913. 

<  Ibid.,  sec.  2536. 

i  Ibid.,  sec.  2559,  as  amended  by  Laws,  1909,  chap.  63. 
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reported  to  county  assessors  by  railroads  operating  wholly  within 
one  county  .<» 

Street  railroads  are  taxed  under  the  same  laws  and  in  practi- 
cally the  same  manner  as  steam  railroads.* 

Car  Companies. 

Car  companies  pay  to  the  State  the  general  property  tax  for 
state  and  local  purposes  on  the  cars  operated  and  on  property 
located  within  the  State.  ^ 

Assessment  is  by  the  State  Board  of  Equalization  and  is  based 
on  statements  from  the  railroads  over  which  the  cars  operated 
during  the  preceding  year.^ 

From  these  statements  the  state  board  determines  the  assess- 
ment of  sleeping-car  companies  by  taking  that  proportion  of  the 
value  of  all  cars  operated  in  the  State  which  the  all-track  mileage 
covered  by  such  cars  in  the  State  bears  to  the  total  all-track 
mileage  over  which  such  cars  are  nm. 

The  assessment  of  freight  and  refrigerator  car  companies  by 
the  State  Board  of  Equalization  is  based  on  the  number  of  cars 
necessary  to  cover  the  total  mileage  in  the  State  as  reported  by 
the  railroads.  The  state  board  has  adopted  loo  miles  per  day  as 
the  standard  mileage  of  cars.  Thus,  if  the  returns  of  a  railroad 
company  should  show  that  the  cars  of  any  given  freight-car  com- 
pany made  36,500  miles  in  the  State  dtiring  the  preceding  year,  the 
company  would  be  assessed  with  one  car.*    The  number  of  cars 

«  C.  I/.,  sec.  2536. 

The  state  board  can  not  assess  the  property  and  franchise  owned  by  railroads  or  other 
companies  situated  wholly  within  one  county.    State  v.  Eldredge,  27  Utah,  477  (1904). 

^  Ibid.,  sees.  2513  (as  amended  by  Laws,  1909,  chap.  63),  and  2536. 

c  Ibid.,  sees.  2562  (as  amended  by  Laws,  1909,  chap.  63),  and  2610  (as  amended  by 
Laws,  191 1,  chap.  116). 

<2  Ibid.,  sec.  2584,  as  amended  by  Laws,  1909,  chap.  63,  and  Laws,  i9ii»  chap.  85. 

<  Letter,  State  Board  of  Equalization,  Mar.  19,  1914. 

This  law  was  attacked  by  a  foreign  car  company  upon  the  ground  that  the  cars 
being  only  transiently  within  the  State  from  time  to  time  acquired  Ho  such  situs 
within  its  borders  as  to  give  it  jurisdiction  over  them  for  the  ptuposes  of  taxation. 
The  court  said:  "Nor  do  we  think  the  tax  imposed  is  a  regulation  of  interstate  com- 
merce. It  is  not  a  tax  on  persons  or  freight  in  transit  through  this  State  to  other 
States  or  countries,  nor  on  the  right  of  transit  or  transportation:  nor  is  it  a  license  or 
privilege  tax,  or  tax  on  business  or  occupation,  or  on  property  of  the  United  States 
located  in  this  State.  It  is  essentially  a  tax  on  property  found  and  used  in  this 
State,  and  valued,  for  the  ptupose  of  taxation,  like  other  personal  property  within 
the  jurisdiction  of  the  State;  and,  although  the  cars  may  have  been  employed  in  inter- 
state commerce,  the  State  is  not  prohibited  by  the  constitution  or  laws  of  the  United 
States  from  taxing  them  as  other  personal  property  within  its  jurisdiction."  Union 
Refrigerator  Transit  Co.  v.  Lynch,  18  Utah,  378  (1898).  Affirmed  in  177  U.  S.,  149 
(1900). 
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thus  determined  for  taxation  in  Utah  is  then  multiplied  by  the 
value  per  car  and  the  company  assessed  for  this  amount. 

Apportionment  of  assessments  is  made  to  the  various  counties 
on  the  mileage  basis.*  Each  car  company's  assessment  is  reduced 
to  a  valuation  per  mile  by  dividing  it  by  the  total  railroad  mileage 
in  the  State  (excluding  narrow  gauge  and  electric-interurban  lines) , 
and  each  coimty's  apportionment  is  then  determined  by  multiplying 
the  valuation  per  mile  by  the  railway  mileage  in  the  county. 

Property  other  than  cars  is  assessed  by  the  State  Board  of 
Equalization  and  taxed  at  its  situs.^ 

Express,  Telegraph,  and  Telephone  Companies. 

Express,  telegraph,  and  telephone  companies  pay  locally  the 
general  property  tax  for  state  and  local  purposes  on  all  property, 
including  franchise.*  In  addition  they  pay  to  the  State  for  state 
purposes  the  small  graduated  capital  stock  or  "anniual  license" 
tax.<* 

Assessment  by  the  State  Board  of  Equalization  is  based  on  the 
cost  of  reproduction  modified  so  that  the  proportion  of  the  assessed 
value  to  cost  of  reproduction  will  be  about  the  same  ratio  as  is 
the  assessed  value  to  true  value  of  other  property.  Physical  prop- 
erty after  such  assessment  is  taxed  at  its  situs.  The  value  of 
franchise  is  apportioned  to  the  respective  counties  through  which 
each  express,  telegraph,  and  telephone  company  operates  in  that 
proportion  which  the  value  of  their  property  in  such  coimty  bears 
to  the  total  value  of  their  property  in  the  State.* 

Like  railroad  and  car  companies,  express,  telegraph,  and  tele- 
phone companies  are  required  to  report  in  detail  all  property 
owned  by  them  in  the  State,  the  mileage  in  each  county,  and  such 
other  information  as  the  board  may  require./ 

The  property  of  express,  telegraph,  and  telephone  companies 
operating  wholly  within  one  county  is  assessed  by  the  county 
assessor,  to  whom  they  make  reports  similar  in  character  to  reports 
required  by  the  state  board  of  companies  assessed  by  it.^  Certain 
cities  impose  gross-earnings  business  taxes  on  local  public-service 
corporations.  *  • 

A  C.  L.,  sec.  2560,  subdiv.  4,  as  amended  by  Laws,  1909,  chap.  63. 
&  Ibid.,  sec.  2513,  as  amended  by  Laws,  1909,  chap.  63,  and  sec.  2515. 
c  Ibid.,  sec.  2536;  and  sec.  2562,  as  amended  by  Laws,  1909,  chap.  63. 
^  Laws,  1909,  chap.  106. 

«  C.  L.,  sec.  2560,  as  amended  by  Laws,  1909,  chap.  63;  interview  with  state  offi- 
cials, January,  1913. 
/Ibid.,  sec.  3559,  as  amended  by  Laws,  1909,  chap.  63. 
if  Ibid.,  sees.  2513  (as  amended  by  Laws,  1909,  chap.  63)  and  2536. 
^  Ibid.,  sec.  306x86,  as  amended  by  Laws,  19x1,  chap.  130. 
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Public  Utilities. 

Electric-light,  pipe-line,  power,  canal,  and  irrigation  companies 
pay  locally  the  general  property  tax  for  state  and  local  purposes  on 
all  property,  including  franchises."  In  addition  they  pay  to  the 
State  for  state  purposes  the  small  graduated  tax  based  on  author- 
ized capital  stock.  ^ 

Assessment  of  lines  operating  in  more  than  one  county  is  by  the 
State  Board  of  Equalization.  *  The  value  of  franchise  of  each  such 
company  is  distributed  to  the  coimties  in  the  proportion  that  the 
value  of  its  tangible  property  in  each  county  bears  to  the  total 
value  of  its  tangible  property  in  the  State.  ^  The  assessed  valua- 
tion of  all  other  property  is  assigned  to  the  coimty  where  located.^ 

These  companies  are  required  to  report  in  detail  to  the  State 
Board  of  Equalization  the  value  and  location  of  all  property  owned 
by  them  in  the  State,  and  such  other  information  as  the  board  may 
require.  * 

The  property  of  such  lines  as  are  operated  entirely  within  one 
coimty  is  assessed  by  the  county  assessor.  ^  The  personal  property 
(including  mains  and  pipes  laid  in  roads,  streets,  or  alleys)  of  gas 
and  water  companies  is  listed  and  assessed  where  the  principal 
works  are  located.^ 

Manufacturing  and  Mercantile  Companies. 

These  companies  pay  locally  the  general  property  tax  for  state 
and  local  purposes  on  their  real  and  personal  property.  In  addi- 
tion they  pay  to  the  State  for  state  purposes  the  small  graduated 
capital-stock  or  *'  annual  license  "  tax.* 

Personal  property  belonging  to  the  business  of  a  manufacturer 
or  merchant  is  listed  in  the  taxing  district  where  such  property  is 
situated.*  Personal  property  consigned  for  sale  to  any  person 
within  the  State  from  any  place  without  the  State  is  assessed  as 
any  other  property.^  The  real  estate  of  such  companies  is  assessed 
as  is  the  property  of  an  individual.* 

o  C.  I/.,  sec.  2536;  and  sec.  2562,  as  amended  by  Laws,  1909,  chap.  63. 

^  Laws,  1909,  chap.  106. 

<^C.  L.,  sec.  2560,  as  amended  by  Laws,  1909,  chap.  63.       * 

<^Ibid.,  sec.  2560,  as  amended  by  Laws,  1909,  chap.  63. 

« Ibid.,  sec.  2559,  as  amended  by  Laws,  1909,  chap.  63. 

/Ibid.,  sec.  2536. 

9  Ibid.,  sec.  2534. 

A  Ibid.,  sec.  2501;  Laws,  1909,  chap.  106. 

<Ibid.,  sec.  2532. 

ilbid.,  sec.  2526. 

&  Ibid.,  sees.  2515,  2528. 
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Mining  Companies. 

Mining  companies  pay  locally  the  general  property  tax  for  state 
and  local  purposes  on  acreage  at  price  paid  the  Government  there- 
for ;  on  the  annual  net  proceeds  of  all  mines  and  mining  claims ;  on 
machinery  used  in  mining;  and  on  all  property  and  surface 
improvements.*  In  addition  they  pay  to  the  State  for  state  pur- 
poses the  small  graduated  capital  stock  or  "annual  license'*  tax 
based  on  authorized  capital  stock.  ^ 

Assessment  of  all  property,  except  with  respect  to  the  acreage, 
is  by  the  State  Board  of  Equalization.*^  Land  only  is  assessed 
locally. 

The  assessment  of  the  land  is  at  the  price  paid  the  United 
States  therefor,^  and  the  surface  improvements  at  their  value.* 

Assessment  by  the  State  Board  of  Equalization  of  the  annual 
net  proceeds  of  the  mines,  of  machinery,  and  of  surface  improve- 
ments used  in  coimection  with  the  operation  or  development  of 
the  mine,/  is  based  upon  reports  from  the  mining  companies  and 
on  information  obtained  from  local  assessors.^  The  value  of  the 
annual  net  proceeds  is  determined  as  follows:  From  the  gross  pro- 
ceeds of  sales  of  ore,  or  of  refined  product,  is  deducted  the  cost  of 
extraction,  of  transportation,  and  of  improvements  in  and  about 
the  mine  or  reduction  works  for  the  year  only ;  but  no  allowance 
is  made  for  taxes,  interest,  insurance,  office  expenses,  or  salaries 
of  officers  except  only  those  engaged  in  personally  supervising  the 
operations.  The  remainder  is  assessed  at  full  value  and  taxed  at 
the  rates  applicable  to  other  property  in  the  county.* 

The  company  reports  show  the  gross  yield  of  each  mine  and  the 
value  thereof;  the  value  of  surface  improvements  and  machinery 
used  in  mining,  together  with  various  details  as  to  operating  costs, 

investments,  etc.*    The  county  assessor  of  each  county  also  fiU"- 

•^"~~^~-^^"^^"^^~"^"^^^^ '    '  """~~~^^^"^^  — — .^— ^^.— ^«^.^^^^.^— ™^««^ 

^^C.  I/.,  sec.  2504;  and  sec.  2572,  as  amended  by  Laws,  1909,  chap.  63. 

&  Laws,  1909,  chap.  106. 

<^C.  L.,  sec.  25131  as  amended  by  Laws,  1909,  chap.  63. 

d  Ibid.,  sec.  2504;  Constitutioni  Art.  XIII,  sec.  4,  as  amended  1908. 

Opinion  of  Att'y  Genl  in  Pub.  Docs.,  1909-10,  Vol.  I,  Biennial  Report  of  Att'y 
Geni,  p.  8. 

«  C.  L.,  sees.  2504,  2505;  and  sec.  2572,  as  amended  by  Laws,  1909,  chap.  63. 

/This  would  include  smelters,  mills,  store  buildings,  trams,  sidings  and  switches, 
either  on  or  appurtenant  to  the  mines;  houses  for  the  officers  or  laborers;  tools,  imple<» 
ments,  horses,  and  mules;  and  any  other  property  on  the  mine  used  in  connection  with 
the  operation  or  development  of  the  mine  or  claim.  Opinion  of  Atty  Genl,  Pub, 
Docs.,  190^10,  Vol.  I,  Biennial  Report  of  Att'y  Genl,  p.  135  et  seq. 

^C.  L.,  sec.  2550,  as  amended  by  Laws,  1909,  chap.  63. 

^  Interview  with  state  officials,  January,  19 13. 

<C.  L.i  sees.  2566  and  2567,  as  amended  by  Laws,  1909,  chap.  63. 
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nishes  the  State  Board  of  Equalization  annually  a  statement 
showing  the  valuation  which,  in  his  opinion,  applies  to  all  property 
except  the  net  proceeds  of  mines. 

If  the  surface  ground  or  part  thereof  is  used  for  other  than 
mining,  it  is  taxable  at  its  value,  if  any,  for  such  other  piUTpose.* 

Stockholders  and  Bondholders. 

When  the  property  of  corporations  herein  treated  is  taxed  the 
shares  of  stock  are  not  taxed  in  the  hands  of  holders.  Otherwise, 
shares  of  stock  are  taxable  to  the  resident  holder. 

Bonds  are  subject  to  taxation  in  the  hands  of  holders,*^  but  in 
practice  no  assessment  is  made  because  of  the  constitutional  pro- 
vision that  mortgages  on  real  and  personal  property  shall  be 
exempt  from  taxation. 

Foreign  Corporations. 

Foreign  corporations  are  in  general  subject  to  the  same  tax 
provisions  as  are  similar  domestic  corporations. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  piuposes  derived 
from  corporations  for  191 2  was  approximately  23  per  cent. 

Total  Stat«  Receipts,  Taxes  prom  Corporations,  Other  Taxes,  and  Receipts 
FROM  Sources  Other  than  Taxes,  Year  Ended  Nov.  30,  1912.C 

Total  state  receipts,  all  sources $3, 665, 323.  59 

•State  taxes  from  corporations:  :====s 

Railroads  d $238, 695.  68 

Telegraph  companies  d 2, 499. 13 

Telephone  companies  <* 12, 140.  46 

Express  companies  ^ i,  186. 86 

Car  companies  ^ 2, 891.  78 

Car  companies  (delinquent  taxes) 2, 962.  09 

Power  companies  <* 12, 656. 63 

Mining,  sugar,  and  water  companies  d 24, 430.  86 

Net  proceeds  of  mines  ^ 55, 956.  93 

Insurance  companies 64, 757. 00 

Banks 3,060.00 

Corporation  license  tax  « 70, 865.  00 

Total  ascertainable  state  taxes  from  corporations 492, 102. 42 

a  C.  L.,  sec.  2504. 

^  Constitution,  Art.  XIII,  sees.  2,  3;  C.  L.,  sees.  2501,  2505. 
«  Report  of  State  Treasiuer,  1911-12. 

d  Estimated  by  applying  the  state  rate  of  y}4  mills  to  the  assessed  values  of  the 
property  as  shown  in  Report  of  State  Auditor,  191 2,  p.  66. 
<  Interview  with  Secretary  of  State,  Jan.  16,  1913. 
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Other  taxes: 

Inheritance  taxes $242, 80a  31 

Fish  and  game  licenses 34,  796.  23 

General  property  tax «  (less  $350,458.33  above  esti- 
mated)   1, 351, 694.  26 

Total  state  taxes  not  from  corporations $1, 629, 290. 80 

Total  taxes  for  state  purposes,  all  sources 2, 121, 393*22 

Receipts  from  sources  other  than  taxes: 

State  lands  fund 873, 375. 93 

Government  aid  to  Agricultural  College 50,  ooa  00 

From  forest  reserves 68, 629.  52 

University  building  bonds 300, 000. 00 

Redemption  fund 149,  732. 06 

State  bounty  fund 28, 900.  71 

Miscellaneous  fees 59, 085.  49 

Miscellaneous 14, 206.  66 

Total  receipts  from  sotu-ces  other  than  taxes i,  543, 930.  37 

Total  state  receipts,  all  soiuces 3, 665, 323.  59 

IV.  COMMENTS. 
Historical. 

There  have  been  no  important  changes  in  the  system  of  taxa- 
tion in  Utah  since  its  admission  as  a  State.  Action  intended 
to  provide  a  better  general  system  of  revenue  and  taxation  wa§ 
initiated  by  the  legislature  of  191 1.  This  consisted  in  the  sub- 
mission of  certain  proposed  constitutional  amendments  intended 
to  give  the  legislature  wider  scope  with  respect  to  methods  of 
taxation ;  and  an  act  providing  for  the  appointment  of  a  special 
tax  commission  to  prepare  drafts  of  recommended  legislation. 

Constitutional  Amendments. 

The  constitutional  amendments  above  referred  to  were  intended 
for  the  following  purposes:  (i)  To  eliminate  the  requirement 
that  all  property  shall  be  taxed  in  proportion  to  value;  (2)  to 
substitute  for  the  requirement  of  a  uniform  and  equal  rate  of 
assessment  and  taxation  on  all  property  accoiiding  to  value, 
requirements  for  a  just  and  equitable  assessment  of  property 
at  its  actual  money  value,  and  for  uniformity  of  taxes  on  the 

A  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  practically  impos- 
sible to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 
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same  class  of  property;  (3)  to  authorize  the  State  Board  of 
Equalization  to  equalize  property  within  counties,  as  well  as 
between  counties;  (4)  to  remove  the  provision  requiring  the 
State  Board  of  Equalization  to  tax  mining  machinery,  surface 
improvements,  and  net  proceeds  of  mines. 

All  these  amendments  were  defeated  at  the  November,  191 2, 
election. 

Among  other  things  they  would  have  permitted  the  legislatiu-e 
to  make  a  classification  of  property,  to  assess  diflFerent  classes  at 
different  rates,  and  to  make  exemptions  not  now  permitted  imder 
the  constitution. 

The  Special  Tax  Commission  referred  to  above  favored  the  repeal 
of  the  entire  article  of  the  constitution  on  revenue  and  taxation  and 
the  substitution  of  the  provision  recommended  by  the  National 
Tax  Association,  prohibiting  the  contracting  away  of  the  power  of 
taxation  and  requiring  that  all  taxes  shall  be  uniform  upon  the 
same  class  of  property  within  the  territorial  limits  of  the  levying 
authority,  and  that  taxes  shall  be  levied  for  public  piu-poses  only. 
However,  in  view  of  the  recent  defeat  of  the  tax  amendments  in 
191 2,  it  did  not  recommend  the  submission  of  this  provision  at  the 
present  time.* 

Proposed  Revision  of  the  Tax  System. 

The  recommendation  of  the  State  Board  of  Equalization^  not 
only  for  a  revision,  but  for  an  almost  complete  reconstruction  of 
the  revenue  laws  of  the  State,  resulted,  as  before  stated,  in  the 
appointment  of  a  special  tax  commission  in  191 1. 

The  commission  consisting  of  three  members  began  its  work 
in  February,  19 12.  Its  efforts  were  directed  primarily  to  securing 
a  more  equitable  distribution  of  the  burdens  of  taxation.  The 
various  counties  of  the  State  were  visited,  local  conditions  inves- 
tigated, and  a  preliminary  report  was  prepared  suggesting  impor- 
tant changes.  Criticism  and  suggestions  were  invited  and  the  final 
conclusions  of  the  commission  were  .presented  to  the  governor 
and  legislature  in  January,  191 3,  with  a  draft  of  bills  embodying 
their  recommendations  covering  the  whole  subject  of  revenue 
and  taxation.  ^ 

o  Report  of  the  Board   of  Commissioners  on  Revenue  and  Taxation,  19 13,  pp. 

9a,  93. 

ft  Report  of  State  Board  of  Equalization,  1909-10,  p.  4. 

<:  Report  of  the  Board  of  Commissioners  on  Revenue  and  Taxation,  i9i3»  pp.  5 
etseq. 
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These  bills  were  referred  by  the  legislature  of  191 3  to  a  special 
joint  committee.*  The  joint  committee  recommended  that  the 
general  revenue  measure  be  not  considered  further  at  the  present 
session;  that  the  duties  and  powers  of  the  state  and  local 
boards  of  equalization  be  made  specific,  to  the  end  that  better 
service  might  be  obtained;  that  provision  be  made  for  the  pay- 
ment of  all  expenses  of  cotmty  assessors  incident  to  a  discharge 
of  their  official  duties ;  and  that  the  following  bills  be  not  passed : 
(a)  To  provide  for  a  license  tax  on  those  engaged  in  loaning  money 
on  real  estate  security;  (6)  to  require  corporations  occupying 
portions  of  the  public  highways  of  the  State  to  contribute  their 
portion  of  special  assessments  for  improving  such  highways; 
(c)  to  provide  a  license  tax  on  corporations  engaged  in  furnishing 
information  relating  to  the  financial  standing  of  merchants  doing 
business  within  the  State;  and  (d)  to  abolish  the  office  of  county 
assessor  as  an  elective  office  and  to  place  the  assessment  of  all 
property  within  the  State  in  the  hands  of  the  State  Board  of 
Equalization. 

The  following  were  recommended  for  consideration:  A  bill  to 
provide  for  the  filing  of  affidavits  as  to  the  true  consideration  in 
instrtunents  affecting  real  estate,  and  a  bill  changing  the  term  of 
office  of  county  assessor  from  two  to  four  years. 

Assessment  and    Apportionment    of    Certain    Corporate 

Values. 

The  Special  Tax  Commission  recommended  a  change  in  the 
basis  of  assessing  public-service  corporations  operating  in  more 
than  one  county.  The  commission  was  of  the  opinion  that  assess- 
ments heretofore  have  been  confined  too  closely  to  a  physical 
valuation  basis  coupled  with  an  attempt  to  reach  separately,  and 
in  addition  to  the  physical  value,  the  value  of  franchise.^  The 
commission  believed  segregation  of  the  different  items  impracti- 
cable, and  the  present  method  of  assessment  inaccuorate,  mislead- 
ing, and  tmscientific.  In  the  revenue  bill  above  referred  to  the 
commission  provided  for  the  unit-valuation  plan,  namely,  a  plan 
by  which  the  property  of  public-service  corporations  would  be 
assessed  as  an  entirety,  by  considering  the  actual  value  of  the 
tangible  property  within  the  State ;  the  market  value  of  outstand- 
ing stocks  and  bonds  plus  floating  indebtedness;  dividends  paid, 

<*  House  Journal,  1913,  p.  656  et  seq. 

^  Report  of  Board  of  Commissioners  on  Revenue  and  Taxation,  1913,  p.  63. 
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indebtedness  retired,  and  amounts  added  to  surplus,  reserve,  and 
sinking  funds;  net  and  gross  earnings,  etc. 

The  question  as  to  whether  all  counties  should  receive  a  pro- 
portion of  taxes  collected  from  certain  public-service  corporations, 
or  whether  the  cotmties  wherein  such  property  is  located  should 
continue  alone  to  benefit  thereby,  has  been  very  much  .discussed 
in  Utah  within  the  last  five  or  six  years. 

Attention  has  been  directed  to  the  fact  that  the  present  method 
results  in  assessments  at  a  higher  percentage  of  full  value  in 
counties  receiving  only  an  insignificant,  or  no,  apportionment 
than  in  cotmties  where  the  greater  part  of  the  expenses  are  paid 
by  railroad,  telegraph,  telephone,  power,  and  other  corporation 
taxes.**  According  to  the  governor  one  county  of  large  area, 
wherein  no  terminal  or  other  valuable  railroad  property  requiring 
police  or  fire  protection  is  located,  receive^  a  larger  proportion  of 
railroad  valuations  than  does  the  cotmty  wherein  the  capital  and 
largest  city  in  the  State  is  located.  * 

This  situation,  says  the  State  Board  of  Equalization,  in  its 
1909-10  report,  has  been  met  in  some  States  by  using  the  taxes 
from  public  utilities  entirely  for  the  support  of  the  state  govern- 
ment, while  the  local  or  general  property  is  not  taxed  for  state 
ptuposes.*  It  suggests  for  Utah  « the  distribution  of  all  taxes  on 
public  utilities  among  all  of  the  cotmties  of  the  State  in  proportion 
to  the  assessed  value  of  all  other  property  in  the  county. 

The  Special  Tax  Commission  fully  agrees  that  there  should  be 
a  change  in  the  method  of  distribution,  but  recognizes  that  in 
order  to  accomplish  this  an  amendment  must  first  be  made  to  the 
constitutional  provision  which  requires  all  property  within  any 
taxing  district  to  be  liable  for  all  taxes  levied  therein.  ^ 

Moneys  and  Credits. 

In  view  of  the  defeat  at  the  polls  in  191 2  of  the  constitutional 
amendment  permitting  classification  of  property  for  taxation,  the 
Special  Tax  Commission  stated  that  it  was  unable  to  recommend 
£uiy  change  in  the  present  laws  that  in  its  judgment  would  result 
in  placing  a  larger  proportion  of  the  intangible  property  of  the 
State  on  the  assessment  rolls.  The  commission  favored  its  taxa- 
tion at  not  less  than  3  mills  nor  more  than  5  mills  on  the  dollar, 

<>  Report  of  State  Board  of  Equalization,  1909-10,  p.  5. 

b  Biennial  Message  of  Governor,  19 11,  p.  5. 

^  Report  of  State  Board  of  Equalization,  1911-12,  p.  5. 

^  Report  of  Board  of  Commissioners  on  Revenue  and  Taxation,  19131  p.  37. 
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with  stringent  provisions  respecting  the  enforcement  of  contracts 
for  the  payment  of  money  on  which  the  taxes  had  not  been  paid.« 

State  Supervision  of  Assessments. 

The  powers  of  the  State  Board  of  Equalization  are  limited  to 
equalization  between  the  different  counties  and  between  the  differ- 
ent classes  of  property  throughout  the  State.  It  can  order  an  in- 
crease only  by  a  percentage  of  the  whole.  It  has  no  power  to  equal- 
ize individual  assessments  or  to  compel  cotmty  assessors  to  revise 
individual  assessments,  neither  can  it  prescribe  rules  or  methods 
to  be  followed  by  the  cotmty  assessors.  The  Special  Tax  Com- 
mission recommends  that  the  state  board  be  given  these  powers, 
and  additional  power  to  direct  and  control  assessors  in  all  matters 
relating  to  the  securing  of  a  full  and  imiform  assessment;  to  insti- 
tute proceedings  for  the  removal  of  cotmty  assessors ;  to  hear  and 
act  on  appeals  of  individual  taxpayers ;  and  to  assess  or  order  a 
reassessment  of  any  or  all  property  in  any  county  of  the  State.* 

Uniform  Assessments. 

In  view  of  the  fact  that  the  amendment  providing  for  the 
classification  of  property  was  defeated,  the  Special  Tax  Commls- 
sion  did  not  make  a  specific  recommendation  with  respect  to  the 
assessment  of  all  property  at  full  value.  In  discussing  this  sub- 
ject in  its  report,  however,  the  Commission  stated  that  at  present 
the  net  proceeds  of  mines  are  assessed  at  full  value,  banking  insti- 
tutions at  approximately  75  per  cent,  and  other  property  through- 
out the  State  at  about  30  per  cent  of  actual  cash  value.* 

This  seeming  inequality  is  not  so  serious,  says  the  Special  Com- 
mission, as  it  wotdd  be  if  all  property  in  the  State  was  assessed 
at  full  value,  because  net  proceeds  as  such  are  assessed  but  once 
while  other  property  is  taxed  annually.  For  this  reason  the  Com- 
mission would  have  recommended  the  taxation  of  net  proceeds  at 
a  higher  rate  than  other  classes  of  property  if  the  proposed  amend- 
ment for  the  classification  of  property  had  been  adopted  as  part 
of  the  constitution.*' 

Annual  Corporation  License  Tax. 

Utah  passed  its  first  annual  corporation  license  tax  law  in 
1907,*  and  by  it   materially  increased  the  state  revenue.    The 

<*  Report  of  Board  of  Commissioners  on  Revenue  and  Taxation,  1913,  p.  53. 
&Ibid.,  pp.  9,  10. 
<:ibid.,  pp.  48,  49. 
<*  Ibid.,  pp.  30-33,51. 
<  Laws,  1907,  chap.  107. 
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secretary  of  state  recommends  that  the  present  schedule  of  license 
taxes  be  extended,  making  the  maximum  license  tax  $250,  instead 
of  $50,  as  tmder  the  present  law,  but  not  so  as  to  disturb  the 
present  graduated  scale  up  to  $50.*  The  attorney  general,  in 
his  last  two  reports,^  likewise  states  that  the  revenue  from  this 
source  might  be  increased.  He  says  it  does  not  seem  equitable 
that  a  corporation  having  a  capital  stock  of  but  $250,000  should 
pay  $50  per  annum,  while  one  having  an  authorized  capital  stock 
of  as  many  milUons  should  pay  no  larger  amount. 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
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Governors'  Messages,  1901,  1911,  1913. 

Report  of  Board  of  Commissioners  on  Revenue  and  Taxation, 

1913. 
Biennial   Reports  of  State  Board  of  Equalization,    1909-10, 

1911-12. 

Biennial  Reports  of  the  Secretary  of  State,  1909-10,  1911-12. 

Biennial  Report  of  State  Treasurer,  1911-12. 

Biennial  Report  of  State  Auditor,  191 1-12. 

Biennial  Reports  of  Attorney  General,  1909-10,  1Q11-12 

—  — • —  

«  Biennial  Report,  Secretar>'  of  State,  1909-10,  p.  5;  1911-12,  p.  4. 
&  Biennial  Report,  Attorney  General,  1909-10,  pp.  7,  8;  1911-12,  p.  9. 
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L  GENERAL  VIEW. 
Chief  Features. 

First.  The  broad  application  of  the  general  property  tax. 
Second.  The  assessment  of  corporate  property  by  a  state  tax 
commission. 

General  Property  Tax. 

All  property  of  domestic  and  foreign  corporations,  except  that 
of  mining  companies,  is  subject  to  the  general  property  tax  for  state 
and  local  piUTposes.  The  Nevada  Tax  Commission  has  authority  to 
assess  the  property  of  corporations  or  any  other  property  which 
in  its  judgment  may  be  more  uniformly  assessed  by  it  than  by 
the  various  county  assessors. 

Mining  companies  are  assessed  on  the  net  proceeds  of  mines  and 
on  surface  improvements.  Patented  mining  claims  upon  which 
less  than  $ioo  has  been  expended  for  labor  actually  performed 
during  the  year  are  subject  to  a  minimum  annual  assessment  of 
$500. 

Stockholders  and  Bondholders. 

Shares  of  stock  are  not  taxable  when  the  corporation  is  taxed 
on  its  property.     Bonds  are  taxable  in  the  hands  of  holders. 

Foreign  Corporations. 

Foreign  corporations,  doing  business  in  Nevada,  are  taxed  in 
practically  the  same  manner  as  similar  domestic  corporations. 

Administration. 

The  Nevada  Tax  Commission  was  created  in  19 13  and  is  com- 
posed of  three  members.  Two  of  these  are  appointed  by  the 
governor  and  confirmed  by  the  senate.  The  statute  designates 
the  first  associate  commissioner  of  the  Nevada  Railroad  Com- 
mission, chairman  and  third  member  of  the  Nevada  Tax  Com- 
mission. 

The  important  powers  and  duties  of  the  Tax  Commission  are  as 
follows:  To  exercise  general  supervision  and  control  over  the 
entire  revenue  system  of  the  State;  to  assess  railroad,  sleeping  car, 
street-railway,  traction,  telegraph,  telephone,  express,  and  electric- 
light  and  power  property,  and  any  other  property  which  in  its 
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judgment  may  be  assessed  more  uniformly  by  the  commission 
than  by  the  various  assessors ;«  to  have  final  authority  in  equaliz- 
ing property  values  and  in  raising  or  lowering  values  made  by 
county  assessors  and  county  boards  of  equalization;  to  investi- 
gate and  determine  the  net  proceeds  of  all  operating  mines.  The 
law  creating  the  Nevada  Tax  Commission  was  judicially  sustained 
in  1913*,  but  it  will  expire  by  limitation  on  February  15,  1917, 
unless  continued  by  future  legislation.  ^ 

All  taxes  herein  considered  are  collected  locally  for  state  and 
local  purposes.  ^ 

n.  DETAILS  AS  TO  CONSTITUTION  AND  STATUTES. 

CONSTlTUTlOI^.« 

"The  Legislattu-e  shall  provide  by  law  for  a  uniform  and  equal 
rate  of  assessment  and  taxation,  and  shall  prescribe  such  regula- 
tions as  shall  sectu-e  a  just  valuation  for  taxation  of  all  property, 
real,  personal  and  possessory,  except  mines  and  mining  claims, 
when  not  patented,  the  proceeds  alone  of  which  shall  be  assessed 
and  taxed,  and,  when  patented,  each  patented  mine  shall  be 
assessed  at  not  less  than  five  hundred  dollars  ($500)  except  when 
one  hundred  dollars  ($100)  in  labor  has  been  actually  performed 
on  such  patented  mine  during  the  year,  in  addition  to  the  tax 
upon  the  net  proceeds;  and,  also  excepting  such  property  as  may 
be  exempted  by  law  for  municipal,  educational,  literary,  scientific 
or  other  charitable  purposes.'*^ 

<*  Certain  property  of  the  more  important  public -service  companies  was  formerly 
assessed  by  the  State  Board  of  Assessors.  This  board  was  abolished  by  the  law  which 
created  the  Tax  Commission. 

*  Nevada  Tax  Commission  v,  Campbell  et  al.,  36  Nev.  319  (1913). 

^Laws,  1913,  chap. .134. 

^  Sources  of  revenue  in  Nevada: 

Municipal  and  local  districts. — (a)  General  property  tax;  {h)  business  taxes  and 
licenses. 

County. — (a)  General  property  tax;  (6)  inheritance  tax;  (c)  business  taxes  and 
licenses;  {d)  poll  tax. 

State . — (a )  General  property  tax ;  ( 6)  inheritance  tax ;  (c)  business  taxes  and  licenses, 
fines,  fees,  etc. 

^  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  the  State  as 
contained  in  vol.  i,  Revised  Laws  of  Nevada,  1912. 

/  Constitiition,  Art.  X,  sec.  i,  as  amended  1906. 

The  words  "mines  and  mining  claims"  do  not  include  surface  improvements. 
Such  improvements  are  subject  to  taxation.  Town  of  Gold  Hill  v,  Caledonia  S.  M. 
Co.,  5  Sawyer  (U.  S.  Coiul  Reports,  ninth  circuit),  575  (1879). 

As  all  property  is  to  be  assessed  at  its  actual  cash  value,  the  fact  that  the  statute 
(1891,  p.  56)  provides  that  the  different  kinds  of  property  shall  be  assessed  by  differ- 
ent assessors  does  not  make  it  conflict  with  Art.  X  of  the  constitution,  requiring  a 
uniform  and  equal  rate  of  taxation.  The  cash  value  may  be  as  well  and  acctu^tely 
determined  by  several  men  as  by  one.    Sawyer  v,  Dooley,  21  Nev.,  390  (1893). 
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'*A11  real  property,  and  possessory  rights  to  the  same,  as  well  as 
personal  property  in  this  State,  belonging  to  corporations  now 
existing  or  hereafter  created  shall  be  subject  to  taxation,  the  same 
as  property  of  individuals:  Provided,  that  the  property  of  corpo- 
rations formed  for  Mimicipal,  Charitable,  Religious,  or  Educa- 
tional purposes  may  be  exempted  by  law/'<* 

"The  Legislature  shall  not  pass  local  or  special  laws  *  *  * 
for  the  assessment  and  collection  of  taxes  for  state,  county  and 
township  purposes."  ** 

"  Lands  belonging  to  citizens  of  the  United  States,  residing  with- 
out the  *  *  *  state,  shall  never  be  taxed  higher  than  the 
lands  belonging  to  residents.'*^ 

The  legislature  is  required  to  restrict  the  powers  of  taxation  pos- 
sessed by  organized  cities  and  towns.  ^ 

Statutes/ 
General  Property  Tax. 

All  property  of  domestic  and  foreign  corporations,  except 
exempted  property,  is  taxable  at  full  cash  value  for  state  and 
local  purposes.^  In  practice,  however,  property  usually  has  been 
assessed  at  from  30  to  50  per  cent  of  full  cash  value.^ 

The  location  of  tangible  property,  except  that  of  public-service 
corporations,  determines  its  situs  for  taxation  purposes.  The 
principal  place  of  business  of  a  mercantile,  manufacturing,  or 
like  corporation  determines  the  situs  of  its  intangible  personalty. 
The  situs  of  intangible  personalty  belonging  to  an  individual  is  at 
his  residence.  The  value  of  both  tangible  and  intangible  prop- 
erty of  public-service  corporations  is  prorated  according  to  the 
mileage  rule.  ^ 

Mortgages,  deeds  of  trust,  contracts,  or  other  obligations  by 
which  a  debt  is  secured  and  which  is  a  lien  on  real  property, 
except  mortgages  held  or  owned  by  banks  or  trust  companies, 
railroads,  and  other  quasi-public  corporations  are  considered  as 
an  interest  in  the  property  affected,  and  the  assessment  of  real 

<»  Constitution,  Art.  VIII,  sec.  2. 

6  Ibid.,  Art.  IV,  sec.  20. 

<^  Ordinance  of  Constitutional  Convention,  Revised  Laws,  Nevada,  1912,  vol.  i, 

P-  63. 

<*  Constitution,  Art.  VIII,  sec.  8. 

«  Except  as  otherwise  indicated,  the  references  given  herein  are  to  the  Revised 
Laws  of  igi2,  cited  as  "R.  L." 

/The  term  "full  cash  value"  means  the  equivalent  in  money  which  an  investor 
in  such  character  of  property  would  be  "reasonably  willing  "  to  exchange  therefor. 
Laws,  1913,  chap.  134,  sec.  8. 

if  Interview  with  state  tax  officials,  1913. 
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estate  is  taken  as  an  assessment  of  the  mortgage  or  other  mstru- 
ment.  The  taxes  are  paid  either  by  the  owner  of  the  real  estate 
or  the  holder  of  the  security,  as  they  may  stipulate." 

Property  used  for  public  and  religious  purposes  is  exempt 
from  taxation.  * 

Railroad  Companies. 

Railroads,  domestic  and  foreign,  pay  locally,  for  state  and  local 
ptirposes,  the  general  property  tax  on  all  property^  including 
"franchise." 

The  Tax  Commission  is  authorized  to  value  annually  as  a  col- 
lective unit  the  franchise,  roadway,  roadbed,  rails,  bridges,  rolling 
stock,  and  other  property  used  directly  in  the  operation  of  the 
railroad  in  Nevada.  On  establishing  the  imit  valuation  for  the 
collective  property  of  the  railroad,  the  commission  apportions  it 
upon  a  mile-unit  valuation  basis  among  the  several  counties 
wherein  the  railroad  operates. 

Each  coimty  assessor  is  then  required  to  apply  the  valuations  so 
apportioned  to  the  miles  of  main  and  side  track  located  within  his 
particular  coimty .^^ 

There  are  no  reports  made  primarily  for  taxation  purposes  by 
railroad  companies  which  cover  as  an  entirety  their  property  within 
the  State,  but  reports  made  by  railroads  to  the  Railroad  Commis- 
sion for  other  purposes,  which  reports  indirectly  form  part  of  the 
basis  of  valuation  for  taxation  ptirposes,  are  quite  complete. 
They  contain,  among  other  items,  detailed  statements  with  respect 
to  the  value  of  railroad  property,  cost  of  reproduction,  earnings, 

o-  Laws,  i9i3»  chap.  289,  sees.  1-5. 

6  R.  L.,  see.  3621. 

^  Laws,  19131  chap.  134;  also  interview  with  state  tax  officials,  1913. 

No  assessment  under  this  law  has  been  made  by  the  Tax  Commission  (December, 
1913).    The  method  formerly  used  is  described  under  "Comments,"  (see  p.  124.) 

Where  the  admitted  net  proceeds  of  a  railroad  were  $8,500,  an  assessment  of  the  road 
for  taxation  at  $175,000  was  justified  by  evidence  that  the  current  rate  of  interest  for 
loans  of  large  amounts  was  from  4  to  6  per  cent.  State  v.  Nevada  Centra]  R.  R.  Co., 
26  Nev.,  357  (1902). 

The  cash  value  of  a  railroad  for  purposes  of  taxation  must  be  determined  mainly 
by  its  net  earnings  capitalized  at  the  current  rate  of  interest,  taken  in  consideration 
with  any  immediate  prospect  of  increase  or  decrease  in  earning  capacity;  and  if  the 
utility  of  the  toad,  as  so  determined,  is  not  equal  to  its  cost,  which  is  prima  facie  its 
value,  then  the  value  must  be  determined  by  utility  alone.  The  net  income  of  a 
railroad  for  taxation  purposes  is  the  difference  between  the  gross  receipts  and  expenses 
as  they  would  have  been  under  reasonable,  economical,  and  prudent  management. 
State  V.  Nevada  Central  R.  R.  Co.  et  al.,  28  Nev.,  186  (1905). 
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capitalization,  and  other  financial  and  statistical  information.** 
Railroads  are  required,  however,  when  called  upon,  to  submit 
reports  to  the  county  assessor  of  any  county  in  which  the  railroads 
operate.  Such  reports  show,  according  to  the  items  specified  by 
statute,  the  length,  location,  and  value  of  tracks,  the  proportional 
value  of  rolling  stock  due  the  county,  and  various  other  items  with 
respect  to  railroad  property  located  in  the  particular  county  cov- 
ered by  the  report.* 

Car  Companies. 

Car  companies,  domestic  and  foreign,  are  taxable  locally  under 
the  general  property  tax  on  all  property  for  state  and  local  pur- 
poses.*^ The  Tax  Commission,  beginning  with  the  assessment  for 
19 1 4,  will  assess  the  property  of  car  companies.  The  Pullman 
company  appears  to  be  the  only  car  company  which  in  the  past 
was  taxed  in  Nevada.  The  valuation  of  this  company's  property 
by  the  State  Board  of  Assessors  in  191 2  and  19 13  was  estimated 
upon  a  gross-earnings  basis.**  This  valuation,  divided  by  the  total 
nmnber  of  miles  over  which  the  company's  cars  operated  in  Ne- 
vada during  the  preceding  year,  gave  the  valuation  per  mile,  which 
multiplied  by  the  number  of  such  miles  in  each  county  or  minor 
taxing  district  gave  the  total  assessed  valuation  of  the  company's 
property  therein.  * 

Telegraph  and  Telephone  Companies. 

Telegraph  and  telephone  companies  pay  locally  the  general 
property  tax  for  state  and  local  purposes  on  all  tangible  property.  ^ 

a  Minutes  of  meeting  of  State  Board  of  Assessors,  1910-13. 

&  R.  L.>  sec.  3814. 

c  Ibid.,  sec.  3621. 

^  The  assessment  of  the  Pullman  company  for  19 13  was  estimated  as  follows:  The 
gross  earnings  made  on  Nevada  mileage  in  1912,  namely,  the  earnings  from  intrastate 
business  and  the  mileage  proportion  in  Nevada  of  interstate  business,  was  $276,919.98. 
The  taxes  that  would  accrue  if  these  companies  were  taxed  at  4  per  cent  on  the  above 
gross  earnings  would  be  $1 1,076.80.  Assuming  that  this  tax  was  levied  at  the  average 
state  and  local  general  property  rate,  namely,  2.4  per  cent,  and  capitalizing  this  as- 
sumed tax  on  that  basis,  the  State  Board  of  Assessors  placed  the  valuation  of  the  prop- 
erty at  $461,533.33.  The  railroad  main-track  mileage  over  which  this  company 
operated  in  Nevada  for  the  year  was  1,484  miles,  which  divided  into  the  value  placed 
on  the  property  ($461,533.33)  equaled,  in  round  numbers,  $300,  or  the  assessed  value 
per  mile  as  determined  by  the  State  Board  of  Assessors  for  the  year  1913.  Minutes 
of  meeting  of  the  State  Board  of  Assessors,  19 13,  p.  57. 

This  method  of  valuation  is  now  being  contested  by  the  Pullman  Company  in  the 
United  States  district  court  at  Carson  City,  the  company  having  paid  the  tax  in  some 
counties  and  not  in  others.    Ibid.,  p.  64. 

«  Minutes  of  meeting  of  State  Board  of  Assessors,  1912,  p.  55;  1913,  p.  57. 

/R.  L.»sec.  3621. 
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estate  is  taken  as  an  assessment  of  the  mortgage  or  other  instru- 
ment. The  taxes  are  paid  either  by  the  owner  of  the  real  estate 
or  the  holder  of  the  security,  as  they  may  stipulate.** 

Property  used  for  public  and  religious  purposes  is  exempt 
from  taxation.  * 

Railroad  Companies. 

Railroads,  domestic  and  foreign,  pay  locally,  for  state  and  local 
purposes,  the  general  property  tax  on  all  property*  including 
"franchise.** 

The  Tax  Commission  is  authorized  to  value  annually  as  a  col- 
lective unit  the  franchise,  roadway,  roadbed,  rails,  bridges,  rolling 
stock,  and  other  property  used  directly  in  the  operation  of  the 
railroad  in  Nevada.  On  establishing  the  imit  valuation  for  the 
collective  property  of  the  railroad,  the  coixmiission  apportions  it 
upon  a  mile-unit  valuation  basis  among  the  several  counties 
wherein  the  railroad  operates. 

Each  county  assessor  is  then  required  to  apply  the  valuations  so 
apportioned  to  the  miles  of  main  and  side  track  located  within  his 
particular  county .^^ 

There  are  no  reports  made  primarily  for  taxation  purposes  by 
railroad  companies  which  cover  as  an  entirety  their  property  within 
the  State,  but  reports  made  by  railroads  to  the  Railroad  Commis- 
sion for  other  purposes,  which  reports  indirectly  form  part  of  the 
basis  of  valuation  for  taxation  piuposes,  are  quite  complete. 
They  contain,  among  other  items,  detailed  statements  with  respect 
to  the  value  of  railroad  property,  cost  of  reproduction,  earnings, 

»  Laws,  19131  chap.  289,  sees.  1-5. 

b  R.  L.,  sec.  3621. 

c  Laws,  1913,  chap.  134;  also  interview  with  state  tax  officials,  1913. 

No  assessment  under  this  law  has  been  made  by  the  Tax  Commission  (December, 
1913).    The  method  formerly  used  is  described  under  "Comments,"  (see  p.  124.) 

Where  the  admitted  net  proceeds  of  a  railroad  were  $8,500,  an  assessment  of  the  road 
for  taxation  at  $175,000  was  justified  by  evidence  that  the  current  rate  of  interest  for 
loans  of  large  amounts  was  from  4  to  6  per  cent.  State  v.  Nevada  Central  R.  R.  Co., 
26  Nev.,  357  (1902). 

The  cash  value  of  a  railroad  for  purposes  of  taxation  must  be  determined  mainly 
by  its  net  earnings  capitalized  at  the  current  rate  of  interest,  taken  in  consideration 
with  any  immediate  prospect  of  increase  or  decrease  in  earning  capacity;  and  if  the 
utility  of  the  road,  as  so  determined,  is  not  equal  to  its  cost,  which  is  prima  facie  its 
value,  then  the  value  must  be  determined  by  utility  alone.  The  net  income  of  a 
railroad  for  taxation  purposes  is  the  difference  between  the  gross  receipts  and  expenses 
as  they  would  have  been  under  reasonable,  economical,  and  prudent  management. 
State  V.  Nevada  Central  R.  R.  Co.  et  al.,  28  Nev.,  186  (1905). 
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capitalization,  and  other  financial  and  statistical  information.** 
Railroads  are  required,  however,  when  called  upon,  to  submit 
reports  to  the  county  assessor  of  any  county  in  which  the  railroads 
operate.  Such  reports  show,  according  to  the  items  specified  by 
statute,  the  length,  location,  and  value  of  tracks,  the  proportional 
value  of  rolling  stock  due  the  county,  and  various  other  items  with 
respect  to  railroad  property  located  in  the  particular  county  cov- 
ered by  the  report.* 

Car  Companies. 

Car  companies,  domestic  and  foreign,  are  taxable  locally  under 
the  general  property  tax  on  all  property  for  state  and  local  pur- 
poses.*^ The  Tax  Commission,  beginning  with  the  assessment  for 
1914,  will  assess  the  property  of  car  companies.  The  Pullman 
company  appears  to  be  the  only  car  company  which  in  the  past 
was  taxed  in  Nevada.  The  valuation  of  this  company's  property 
by  the  State  Board  of  Assessors  in  191 2  and  19 13  was  estimated 
upon  a  gross-earnings  basis.**  This  valuation,  divided  by  the  total 
nmnber  of  miles  over  which  the  company's  cars  operated  in  Ne- 
vada during  the  preceding  year,  gave  the  valuation  per  mile,  which 
multiplied  by  the  nmnber  of  such  miles  in  each  county  or  minor 
taxing  district  gave  the  total  assessed  valuation  of  the  company's 
property  therein.  * 

Telegraph  and  Telephone  Companies. 

Telegraph  and  telephone  companies  pay  locally  the  general 
property  tax  for  state  and  local  purposes  on  all  tangible  property.  ^ 

<i  Minutes  of  meeting  of  State  Board  of  Assessors,  1910-13. 

b  R.  L.,  sec.  3814. 

c  Ibid.,  sec.  3621. 

^  The  assessment  of  the  Pullman  company  for  1913  was  estimated  as  follows:  The 
gross  earnings  made  on  Nevada  mileage  in  1913,  namely,  the  earnings  from  intrastate 
business  and  the  mileage  proportion  in  Nevada  of  interstate  business,  was  $276,919.98. 
The  taxes  that  would  accrue  if  these  companies  were  taxed  at  4  per  cent  on  the  above 
gross  earnings  would  be  $1 1,076.80.  Assuming  that  this  tax  was  levied  at  the  average 
state  and  local  general  property  rate,  namely,  2.4  per  cent,  and  capitalizing  this  as- 
sumed tax  on  that  basis,  the  State  Board  of  Assessors  placed  the  valuation  of  the  prop- 
erty at  $461,533.33.  The  railroad  main-track  mileage  over  which  this  company 
operated  in  Nevada  for  the  year  was  1,484  miles,  which  divided  into  the  value  placed 
on  the  property  ($461,533.33)  equaled,  in  rotind  numbers,  $300,  or  the  assessed  value 
per  mile  as  determined  by  the  State  Board  of  Assessors  for  the  year  19 13.  Minutes 
of  meeting  of  the  State  Board  of  Assessors,  19 131  p.  57. 

This  method  of  valuation  is  now  being  contested  by  the  Pullman  Company  in  the 
United  States  district  court  at  Carson  City,  the  company  having  paid  the  tax  in  some 
counties  and  not  in  others.    Ibid.,  p.  64. 

^  Minutes  of  meeting  of  State  Board  of  Assessors,  1912,  p.  55;  1913,  p.  57. 

/  R.  I/.,  sec.  3621. 
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For  1 91 4  and  each  year  thereafter  the  Tax  Commission  is  required 
to  establish  as  a  collective  unit  the  valuation  of  franchises,  poles, 
wires,  conduits,  and  other  property  of  such  corporations  located 
within  the  State,  and  to  assess  and  apportion  the  same  on  a  mileage 
basis.*  In  191 2  and  in  191 3  the  State  Board  of  Assessors  (now 
replaced  by  the  Tax  Commission)  assessed  the  property  of  the 
principal  telegraph  companies  operating  in  the  State  and  left  the 
telephone  companies  to  be  assessed  locally. 

As  in  the  case  of  railroad  assessments,  the  assessments  of  tele- 
graph property  were  based  on  information  furnished  by  the  Rail- 
road Commission  to  which  these  companies  are  required  to  report. 
The  method  used  was  to  consider  the  gross  earnings,  the  reproduc- 
tion value,  and  other  items  necessary  to  an  inteUigent  assessment 
of  such  property;  to  discuss  the  value  of  the  property  of  each  com- 
pany, and  then  to  agree  upon  an  equalized  valuation  which  was 
reduced  to  a  valuation  per  mile  of  wire.  This  valuation,  multiplied 
by  the  total  ntunber  of  miles  of  wire  of  all  kinds  in  each  coimty,  or 
minor  taxing  district,  gave  the  assessable  value  of  the  telegraph 
property  therein.  ^ 

Express  Companies. 

Express  companies  pay  locally  the  general  property  tax  for  state 
and  local  purposes  on  the  cash  value  of  franchise  and  property 
as  determined  by  the  Tax  Commission.  *  The  law  provides:  "  For 
the  purpose  of  assessment  and  collection  of  taxes  on  the  property 
and  franchises  of  any  express  company  the  cash  value  thereof  shall 
not  be  less  than  the  largest  amount  on  which  the  net  profit  of  the 
company  for  the  calendar  year  previous  to  the  assessment  or  levy 
of  the  taxes  will  pay  interest  or  dividends  at  the  rate  of  eight  per 
cent  per  annum.  * '  ^ 

The  term  **  net  profit "  as  used  in  the  statute  is  the  difference  be- 
tween the  average  gross  earnings  per  mile  and  the  necessary  aver- 
age expenses  per  mile.  The  term  "gross  earnings**  includes 
receipts  from  transportation  of  parcels  carried  into,  out  of,  or 
through  the  State.  The  term  *' mileage,"  in  practice,  is  taken  to 
mean  the  main-track  mileage  of  the  railroads  over  which  the 
express  cars  were  operated  within  the  State  during  the  preceding 
year.  The  totals  of  these  items,  except  **  net  profits,'*  are  reported 
by  the  express  companies  to  the  Railroad  Commission  and  used 

«  R.  L.,  sec.  3797;  Laws,  1913,  chap.  134,  sec.  5. 

&  Minutes  of  meeting  of  State  Board  of  Assessors,  1912,  pp.  3^40;  1913,  pp.  15-32. 

c  R.  L.,  sec.  3621,  Laws,  1913,  chap.  134,  sec.  5. 

^  Ibid.,  sec.  3791. 
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by  the  Tax  Commission  as  a  basis  of  the  assessment  which  is  de- 
termined as  follows: 

From  the  aggregate  amomit  of  gross  earnings  from  transporta- 
tion of  expressage  carried  into,  out  of,  or  through  the  State  is 
deducted  the  amoimt  of  expenses  reported  by  the  express  com- 
panies as  incidental  to  such  transportation.  The  remainder, 
**  net  profits,**  is  capitalized  at  8  per  cent.  After  thus  establishing 
the  valuation  of  the  express  companies*  property  in  Nevada,  it 
is  apportioned  upon  a  mileage  basis  to  the  counties  through  which 
the  express  cars  are  operated.* 

Express  companies  are  required  to  report  aimually,  in  addition 
to  other  items,  their  gross  receipts,  expenses,  net  income,  divi- 
dends, surplus,  and  mileage,* 

Electric-Lighti  Gas,  Water,  and  Power  Companies. 

Electric-light,  gas,  water,  and  power  companies  pay  locally  the 
general  property  tax  for  state  and  local  purposes  on  all  property.^ 

These  companies  have  been  assessed  in  the  past  by  the  various 
county  assessors  who  were  furnished  with  a  table  compiled  by  the 
State  Raih-oad  Commission,  showing  capitalization,  gross  earn- 
ings, and  dividends.^  Under  the  act  of  191 3  the  Tax  Commission 
is  authorized  to  assess  the  property  of  these  companies.* 

Mining  Companies. 

Mining  companies  pay  locally  the  general  property  tax  for  state 
and  local  purposes  on  the  net  proceeds  of  mines  and  on  surface 
improvements./ 

This  tax  as  applied  to  mining  companies  is  both  assessable  and 
payable  quarterly,*'  and  constitutes  a  lien  on  the  mine  or  mining 
claim  until  paid.'^ 

The  term  "net  proceeds'* is  defined  by  statute  as  the  value  of 
the  gross  yield  less  (a)  the  actual  cost  of  extracting  ores  or  minerals 
from  the  mines,  (6)  the  actual  cost  of  saving  the  tailings,  (c)  the 
actual  cost  of  transportation  to  place  of  reduction  or  sale,  (c[)  the 
actual  cost  of  such  reduction  or  sale,  (e)  the  royalties  paid  to  per- 

o  R.  L.,  sees.  3791,  3792. 

*  Ibid.,  sec.  3792. 
c  Ibid.,  sec.  3621. 

<*  Interview  with  state  officials,  1913. 

«  Laws,  1913,  chap.  134,  sec.  5. 

/R.  L.,  sees.  3622,  3687;  also  interview  with  state  officials,  19x3. 

9  State  V.  Kruttschnitt,  4  Nev.,  178  (1868). 

*  R.  L.,  sees.  3687,  3688. 
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sons  who  do  not  assume  any  of  the  expenses  of  working  the  lease.* 
The  same  product  is  not  assessed  a  second  time  while  remaining 
in  the  form  produced  and  in  the  possession  of  the  corporation 
producing  it.^ 

Royalties  are  taxable  imder  the  general  property  tax  to  the 
lessor.* 

Patented  mining  claims,  upon  which  less  than  $ioo  has  been 
expended  for  labor  actually  performed  during  the  year,  are  sub- 
ject to  a  minimmn  annual  assessment  of  $500.* 

The  Tax  Commission  is  required  to  ascertain  for  taxation  pur- 
poses the  condition  of  the  various  mines  and  mining  companies 
in  the  State,  the  value  of  their  products,  the  actual  cost  of  extrac- 
tion, transportation,  reduction  or  sale  of  ores,  and  the  amount  of 
taxes  payable  thereon.  *  Mining  companies  are  required  to  file 
quarterly  reports  which  are  used  by  the  commission  in  determining 
the  value  of  the  net  proceeds.  ^ 

Capital-Stock  Tax. 

The  capital  stock  of  all  corporations  doing  business  or  having 
an  ofl&ce  within  the  State,  except  mining  companies,  is  taxable  as 
personal  property,^  but.  in  practice  the  corporations  considered 
herein  do  not  pay  this  tax.* 

Stockholders  and  Bondholders. 

Shareholders  of  corporations  of  the  classes  treated  herein, 
whose  capital  is  taxed,  or  is  invested  in  property  which  is  taxed, 
are  not  assessed  on  shares  of  stock  held  by  them.'  Otherwise 
shares  of  stock  and  bonds  are  taxable  to  the  holder  where  he  resides, 
but  this  class  of  property  is  seldom  returned  for  taxation.^ 

a  R.  L.,  sees.  36871  3688,  and  "Instructions  Relating  to  Taxes  on  the  Pnx:eeds  of 
Mines/'  Carson  City,  Nev.,  May  15,  191 1. 

6  Ibid.,  sec.  3687. 

e  "  Instructions  Relating  to  Taxes  on  the  Proceeds  of  Mines,"  Carson  City,  Nev., 
May  15,  1911. 

^  Laws,  1913,  chap.  83,  sec.  i;  Goldfield  Consolidated  Mines  Co.  v.  State  et  al.,  35 
Nev.,  178  (1913). 

«  Laws,  1913,  chap.  134,  sec.  9. 

All  ad  valorem  taxes,  whether  on  the  proceeds  of  mines  or  other  property,  must  be 
equal,  and  the  entire  annual  proceeds  of  the  mines  are  subject  to  taxation,  and  not 
the  mere  proceeds  on  hand  when  the  assessor  visits  the  mines.  State  v.  Kruttschnitt, 
4  Nev.,  178  (1868). 

/  R.  L.,  sec.  3690,  Laws,  1913,  chap.  134,  sec.  9. 

0  Ibid.,  sec.  3622. 

A  Interview  with  state  tax  officials,  1913,  and  for  this  reason  is  not  considered  in 
Table  A,  p.  2. 

'  R.  L.i  sec.  3629. 

i  Ibid.,  sec.  3622. 
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Foreign  Corporations. 

Foreign  corporations,  of  the  various  classes  herein  considered, 

are  taxed  in  practically  the  same  manner  as  similar  domestic 

corporations. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  53  per  cent. 

ToTAi,  State  Recbipts,  Taxes  prom  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  Dec.  31,  i9i2.<i 

Total  state  receipts,  all  sources $1, 236, 154. 17 

State  taxes  from  corporations: 

Railroads  &. $250, 581.  65 

Mining  companies  & 56, 574. 94 

Telegraph  companies  * 2, 761. 00 

Pullman  Co.& 2, 509.  20 

Insurance  fees 11, 409. 98 

Bank  licenses 3, 575.  00 

Corporation fees^^ 30, 908.  65 

Total  ascertainable  state  taxes  from  corporations 358»  32a  43 

Other  taxes: 

Docket  tax 155. 00 

Attorneys'  licenses i,  400. 00 

Liquor  licenses 50, 639.  77 

Sheep  tax 13, 086. 91 

General  property  tax  <*  (less  $312,426.79  above  esti- 
mated)    248, 156.  50 

Total  state  taxes  not  from  corporations 313, 438. 18 

Total  taxesforstate  purposes,  all  sources 671, 758. 60 

Receipts  from  sources  other  than  taxes: 

Land  sales 49, 871.  67 

Interest 148, 884. 86 

State  bonds 249, 000. 00 

Escheated  estates 25, 15a  76 

5  per  cent  United  States  land  sales 2, 599.  27 

Miscellaneous  fees i,  393.  50 

Miscellaneous  items 87, 495.  51 

Total  receipts  from  sources  other  than  taxes 564, 395.  57 

Total  receipts,  all  sources i,  236, 154. 17 

o  Reports,  State  Controller,  1912. 

6  Estimated  by  applying  the  state  rate  of  60  cents  per  $100  to  the  assessed  values 
of  the  property  as  shown  in  report  of  state  controller,  191 2,  and  Minutes  of  Meeting  of 
State  Board  of  Assessors,  19 12. 

«  Interview  with  state  officials,  1913. 

^  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  impossible  practi- 
cally to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 
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IV.  COMMENTS. 
Historical. 

The  general  property  tax  system  was  adopted  upon  the  organ- 
ization of  Nevada  Territory  in  1861.  The  first  legislature  of 
the  State  adopted  many  of  the  territorial  tax  laws  and  these 
form  the  basis  of  the  present  tax  system. 

Under  the  territorial  laws  all  corporate  property  was  subject  to 
the  general  property  tax  in  the  coimty  where  situated  and  shares 
of  stock  were  exempted  when  the  capital  stock  of  the  corporation 
was  taxed,  or  when  the  entire  capital  was  invested  in  taxable 
property."  Practically  the  same  law  is  in  force  at  the  present 
time. 

One  of  the  first  laws  affecting  railroads  provided  for  a  capitation 
tax  upon  every  person  leaving  the  State  by  raitoad  or  stage. 
This  tax,  for  state  purposes,  payable  by  the  railroad  or  stage  line 
transporting  passengers,^  was  declared  •  unconstitutional  in  1867.^ 
Laws  enacted  in  1869  and  1875  defined  railroad  property  for 
taxation  purposes  and  broadened  the  prescribed  methods  of 
assessing  it. 

The  proceeds  of  mines  were  first  taxed  in  1862.  Four-tenths 
of  the  revenue  therefrom  was  for  state  purposes  and  six-tenths 
was  for  county  purposes.^  The  laws  taxing  the  proceeds  of  mines 
underwent  many  changes  between  1864,  the  year  in  which  the 
State  was  organized,  and  1891.  These  changes  resulted  in  the 
formation  of  the  present  system  of  taxing  the  proceeds  of  mines. 
Under  a  general  revision  in  1891,  the  laws  relating  to  the  taxation 
of  corporations  were  not  changed.  The  county  assessors  were 
authorized  in  1903  to  meet  annually  as  a  state  board  for  the 
purpose  of  valuing  any  property  which,  in  their  judgment,  could 
be  valued  more  uniformly  by  the  assessors  acting  collectively  than 
by  acting  separately .«  This  board  was  replaced  in  19 13  by  a 
State  Tax  Commission. 

Citizens  Economy  and  Taxation  Committee. 

In  1 9 1 2 ,  a  committee  of  1 2  citizens  was  appointed  to  investigate 
the  tax  system  of  Nevada  and  to  point  out  and  recommend  reme- 
dies for  such  defects  as  it  might  find. 

The  summarized  conclusions  and  recommendations  of  this  com- 
mittee are,  in  part,  as  follows: 

'^Laws,  1861,  p.  144.  ^^Laws,  1862,  p.  131. 

&Ibid.,  1864-65,  p.  304.  «Ibid.,  1901,  p.  61. 

cCrandall  v.  State,  73  U.  S.,  p.  35. 
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Recommendation  made  and  bill  proposed  for  creation  of  per- 
manent tax  commission  for  Nevada  of  three  members  appointed 
by  governor  subject  to  approval  by  senate,  with  power  to  raise  or 
lower  valuations  of  any  taxable  property  and  to  add  property 
which  might  be  omitted  by  assessors. 

Concluded  California  tax  system  not  feasible  for  Nevada. 

Graduated  business  licenses,  which  includes  those  paid  by 
merchants,  hotels,  and  bankers,  now  collected  at  lowest  rates  or  at 
a  rate  slightly  above  lowest,  due  to  understatement  of  business. 

Tax  on  net  proceeds  of  mines  evaded  to  a  considerable  extent — 
in  some  instances  to  a  very  marked  extent. 

Committee  as  a  whole  instruct  subcommittee  to  prepare  plan 
carrying  out  ideas  as  to  taxation  and  place  copies  of  same  in  hands 
of  governor  of  State  and  of  lieutenant  governor  and  speaker  of 
house.* 

The  legislature  at  its  191 3  session  acted  upon  the  most  important 
of  the  above  recommendations  by  providing  for  the  appointment 
of  a  permanent  tax  commission. 

The  law  creating  this  commission  *  abolished  the  office  of  state 
license  and  bullion  tax  agent  and  the  State  Board  of  Assessors. 
It  also  transferred  to  the  newly  created  commission  the  powers  and 
duties  of  both. 

State  License  and  Bullion  Tax  Agent. 

The  state  license  and  bullion  tax  agent  was  charged  with  the 
duty  of  enforcing  the  license  laws  and  the  law  providing  for  the 
taxation  of  net  proceeds  of  mines.  The  establishment  of  this 
office  in  1905  ^  was  a  definite  step  toward  a  more  centralized  admin- 
istration of  tax  laws,  accomplished  by  the  creation  of  the  Permanent 
Tax  Commission.  While  the  enforcement  of  license  laws  and  the 
laws  taxing  the  net  proceeds  of  mines  under  a  state  official  was  not 
satisfactory,  the  experiment  was  important  as  showing  certain 
defects  in  the  laws  and  as  showing  the  necessity  of  a  permanent 
central  state  board  with  original  assessing  power  and  with  ample 
authority  to  secure  from  corporations  and  others  information 
necessary  to  determine  valuations  equitably.  This  is  made  plain 
in  the  annual  report  of  the  state  license  and  bullion  tax  agent  for 
1912  **  wherein  attention  is  called  to  certain  defects,  among  which 
was  the  difficulty  of  determining  **the  actual  cost  of  extracting 

o  Report  of  the  Nevada  Citizens  Economy  and  Taxation  Committee,  1913,  p.  99. 

&  Laws,  1913,  chap.  134. 

^  Ibid.,  1905,  p.  226. 

'  Annual  Report  of  State  License  and  Bullion  Tax  Agent,  1912,  p.  8. 
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ores  or  minerals  from  the  mines'*  when  the  item  of  profit  is  dis- 
guised by  an  arbitrary  milling  charge.  Thus,  according  to  the 
report,  a  milling  company  subsidiary  to  a  mining  company  or  group 
of  mining  companies,  by  making  an  arbitrary  charge  for  milling 
may  absorb  an  enormous  share  of  the  profit  of  the  mining  company. 
It  is  this  profit  which  governs  the  amount  of  the  tax  on  the  net 
proceeds  of  mines,  and  by  apparently  reducing  its  profit  the  mining 
company  deprives  the  State  of  revenue  which  it  should  receive  from 
this  source. 

Two  remedies  were  suggested.  One,  providing  for  the  crea- 
tion of  a  permanent  tax  commission,  was  concurred  in  by  the  citi- 
zens* economy  and  taxation  committee  and  adopted  by  the  legis- 
lature. The  other,  providing  for  an  amendment  to  the  constitu- 
tion which  would  permit  the  assessment  of  a  graduated  tax  on 
gross  output  instead  of  the  present  tax  on  net  output  of  mines, 
was  not  acted  upon  by  either  body. 

State  Board  of  Assessors. 

The  State  Board  of  Assessors,  above  referred  to,  was  created  in 
1903  and  abolished  in  191 3.  It  was  composed  of  the  county 
assessors  from  each  county  and  was  charged  with  the  duty  of 
assessing  any  property  which  in  the  judgment  of  the  board  could 
be  assessed  more  equitably  by  it  than  by  individual  county  asses- 
sors. Under  this  discretionary  power  the  classes  of  property 
assessed  by  the  board  varied  slightly  from  year  to  year.  Its  valua- 
tions were  usually  determined  after  the  consideration  of  data  fur- 
nished by  the  State  Railroad  Commission  and  of  oral  arguments 
submitted  by  its  members  and  by  representatives  of  corporations. 
Stenographic  reports  of  the  proceedings  of  the  board  were 
published  annually.  From  these  publications  were  taken  brief 
descriptions,  given  below,  of  the  methods  used  in  valuing  the 
property  of  certain  classes  of  corporations. 

Assessment  of  Railroads. 

Beginning  in  1903  the  State  Board  of  Assessors  assessed  cer- 
tain property  of  railroads  each  year  until  the  creation  of  the  Tax 
Commission  in  191 3.  The  following  quotation  from  an  argument 
by  a  member  of  the  Nevada  Railroad  Commission,  upon  which 
the  State  Board  of  Assessors  based  its  assessment  of  a  certain 
railroad,  serves  to  illustrate  the  method  used  by  it  in  determining 
railroad  valuations : 

''Assuming  that  the  line  as  it  now  exists  in  Nevada  from  Ogden 
to  Reno  can  be  reproduced  for  $80,000  per  mile,  we  have  allowed 
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for  the  purposes  of  rate  making  $100,000  per  mile.  If  you  gentle- 
men figm-e  that  the  cost  of  reproduction  is  the  correct  basis  on 
which  to  levy  your  assessment,  and  taking  $80,000  per  mile  as 
the  cost  of  reproduction,  why,  then,  $30,000  per  mile,  including 
sidetracks  and  rolling  stock,  which  would  bring  it  up  to  $40,000 
per  mile,  would  make  it  40  per  cent.  If  you  put  on  a  $33,000 
per  mile  valuation,  it  would  be  47  per  cent.    *    *    * 

*'If  a  4  per  cent  of  gross  earnings  basis  were  applied  to  the 
revenues  accruing  to  the  Central  Pacific  lines  in  Nevada,  it  would 
very  greatly  increase  the  taxes  over  and  above  anything  that  we 
have  suggested.  However,  *  *  *  that  would  be  too  high  at 
this  time,  because  it  would  be  out  of  all  proportion  to  the  value 
at  which  any  other  property  is  assessed  in  the  State.  *  *  * 
But  upon  the  assumption  that  the  gross  earnings  *  *  *  are 
$12,000,000,  which  they  were  in  1907,  and  applying  4  per  cent  to 
that  and  dividing  by  the  mileage  we  would  have  in  total  taxes 
paid  to  the  State  and  coimties  $480,000  from  this  railroad  and  in 
order  to  reach  that  amotmt  it  would  be  necessary  for  this  board 
to  make  an  assessment  of  $53,500  per  mile.*'* 

The  assessment  of  the  main  line  of  this  company  was  finally 
placed  at  $31,500  per  mile  and  sidetracks  at  $6,000  per  mile. 

The  Railroad  Comimission  reported  to  the  State  Board  of  Asses- 
sors at  its  annual  meeting  in  191 2  that  the  taxes  paid  in  Nevada 
for  the  year  1910  by  the  particular  railroad  company,  above  dis- 
cussed, amotmted  to  $350,679.31,  or  the  equivalent  of  3.64  per 
cent  of  $9,617,421.74,  the  amotmt  of  gross  earnings  attributed  to 
business  in  Nevada  in  191 1;  that  the  taxes  on  the  above-men- 
tioned gross  earnings  on  a  4  per  cent  basis  would  amount  to 
$384,696.87,  requiring  an  assessment  at  $35,000  per  mile  for  main 
line.  The  commission  further  stated  that  $35,000  plus  $6,000  for 
rolling  stock  and  sidetracks,  or  a  total  per  mile  of  $41 ,000,  was  a  fair 
valuation  according  to  the  earnings  of  the  road.  On  the  basis  of 
reproduction  cost,  namely,  $80,000  per  mile,  the  total  assessed 
value  per  mile  agreed  upon  was  substantially  51  or  52  per  cent  of 
full  value.^ 

The  assessed  valuation  of  main  line  of  this  road,  $17,000  in  1907, 
was  gradually  increased  to  $18,500  in  1909.  The  1910  assess- 
ment, based  upon  reproduction  cost,  was  increased  to  $28,000,  in 
1911  to  $31,500,  and  in  1912  to  $35,000  per  mile.^ 

a  Minutes  of  meeting  of  State  Board  of  Assessors,  191 1,  pp.  67-68. 
6  Ibid.,  1912,  p.  79. 
« Ibid.y  1909-13. 
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Capitalization  of  Net  Earnings  of  Express  Companies. 

The  law  enacted  in  191 1,  providing  for  the  assessment  of  the 
property  and  franchises  of  express  companies  at  cash  value, 
specifically  defines  the  method  of  determining  the  value  of  such 
property.  In  accordance  with  the  terms  of  this  law,  the  Railroad 
Commission  in  191 3  submitted  to  the  State  Board  of  Assessors  the 
following  statement  as  a  basis  for  the  assessment  of  a  certain  ex- 
press company : 

'*The  railroad  mileage  operated  in  Nevada  is  1,365;  the  steam- 
boat mileage  is  20.25;  the  stage  line  mileage  operated  in  Nevada 
is  40,  making  a  total  mileage  operated  within  the  State  of  i  ,425.25. 
The  gross  earnings  in  Nevada  for  the  year  191 1  were  $572,805.75. 
The  gross  earnings  in  Nevada  for  the  year  191 2  are  $580,755.33,  or 
a  small  increase.  *  *  *  The  operating  expenses  figured  on  the 
basis  of  the  ratio  of  the  express  privileges  and  expenses  as  a  whole, 
which  is  81.2  per  cent  bring  a  total  of  $471,573.32;  this  taken  from 
the  above  gross  earnings  leaves  net  earnings  of  $109, 1 82.01 .  This, 
capitalized  on  the  basis  of  8  per  cent,  in  conformity  with  the  law, 
gives  a  property  valuation  of  $1,348,785.12;  and  in  order  to  arrive 
at  this  amount  of  property  it  will  be  necessary  to  place  a  per  mile 
valuation  of  $950  per  mile.'' 

Following  this  recommendation  the  express  company  was 
assessed  on  the  basis  of  $950  per  mile  instead  of  $300  a  mile,  as 
levied  the  previous  year. 

Another  express  company  was  assessed  in  19 13  at  $90  per  mile. 
The  assessment  was  based  on  a  statement  by  the  Railroad  Commis- 
sion showing  that  the  gross  earnings  of  this  company  in  Nevada  for 
191 2  were  $79,478.61 ,  and  the  operating  expenses  $76,299.47,  leav- 
ing $3, 1 79. 14  as  the  net  earnings,  or  the  equivalent  of  8  per  cent  on  a 
property  value  of  $39,739.25.  By  prorating  the  property  value 
on  the  mileage  operated  in  Nevada,  estimated  at  433.60  miles, 
the  assessment  was  placed  at  approximately  $90  per  mile,  the  same 
as  that  of  the  previous  year.  ** 

Assessment  of  Telegraph  Companies. 

The  assessment  of  telegraph  property  like  the  assessment  of  the 
other  corporation  property  above  described  was  based  on  informa- 
tion furnished  by  the  Nevada  Railroad  Commission.  One  of  the 
telegraph  companies  operated  in  Nevada  during  1912a  total  wire 
mileage  of  13,241  miles,  and  this  capitalized  on  a  basis  of  $40 
per  mile  of  wire  gave  a  property  valuation  of  $529,640.  The  gross 
intrastate  earnings  for  the  year  191 2  were  $59,203.39  and  the  total 

o  Minutes  of  meeting  of  State  Board  of  Assessors,  1913,  pp.  69,  71. 
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taxes  paid  in  the  State  were  $9,305.99,  an  increase  of  $2,296.32 
over  the  previous  year.  *  In  the  absence  of  complete  detail  as  to 
earnings  and  expenses,  the  Railroad  Commission  found  it  impossible 
to  estimate  the  value  of  the  property,  capitalized  on  either  a  gross 
or  net  earnings  basis,  and  the  valuation  of  $40  per  mile  of  wire 
was  made  upon  the  assumption  that  it  would  produce  the  equiva- 
lent of  approximately  50  per  cent  of  the  full  physical  valuation  of 
the  property.* 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  the  court  reports,  of 
value  in  the  study  of  corporate  taxation  in  Nevada : 

Report  of  the  State  Controller,  191 2-13. 

Minutes  of  meeting  of  the  State  Board  of  Assessors,  1 909-1 91 3. 

Annual  Reports  of  State  License  and  Bullion  Tax  Agent, 
1911,  1912. 

Report  of  the  Nevada  Citizens'  Economy  and  Taxation  Com- 
mittee, 1 913. 

o  Minutes  of  meeting  of  State  Board  of  Assessors,  1913,  p.  27. 
c  Interview,  Nevada  Railroad  Commission,  1913. 
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I.  GENERAL  VIEW. 

Chief  Features. 

First.  The  application  of  the  property  tax  to  all  corporations 
except  express  companies. 

Second.  A  state  tax  commission,  which  assesses  mines  and  the 
principal  public-service  corporations,  and  which  has  much  author- 
ity over  local  assessors,  and  full  powers  of  equalization. 

Taxes  for  State  Purposes  Only. 

The  State  receives  for  state  purposes  a  gross-receipts  tax  from 
express  companies  and  a  tax  on  the  property  of  car  companies 
levied  at  the  average  rate  of  taxation  in  lieu  of  all  other  taxes 
on  the  property  of  these  corporations.  Considerable  revenue  is 
derived  from  a  state  tax  on  premium  receipts  of  foreign  insurance 
companies."  A  small  registration  fee  is  payable  annually  to  the 
State  by  every  domestic  corporation  and  by  every  foreign  cor- 
poration doing  business  in  the  State,*  except  charitable,  reli- 
gious, etc. 

General  Property  Tax  for  Both  State  and  Local  Purposes. 

All  taxable  property  of  corporations,  domestic  and  foreign, 
except  express  and  car  companies,  is  taxed  locally  for  state  and 
local  purposes  by  means  of  the  general  property  tax. 

The  assessment  of  railroad,  telegraph,  and  telephone  com- 
panies (except  as  to  such  property  of  railroads  as  is  not  continu- 
ously used  in  the  business)  is  made  by  the  State  Tax  Commission, 
the  valuations  then  being  apportioned  to  the  coimties  entitled 
thereto.    All  other  taxable  property  is  assessed  locally. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  corporations  of  the  classes  covered  by  this 
report  are  not  taxed  in  the  hands  of  resident  holders.  Bonds 
are  taxable  in  the  hands  of  resident  holders. 

<>  There  is  also  a  premium-receipts  tax  on  surety  companies  and  a  gross-receipts  tax 
on  toll  roads,  toll  bridges,  etc.  The  proceeds  of  the  latter  go  to  the  school  fund  but 
the  yield  is  practically  nothing. 

b  R.  S.,  par.  2274. 
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Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are  taxed  like 
similar  domestic  corporations.  Foreign  insurance  companies  pay 
a  tax  on  premium  receipts. 

Administration. 

The  State  Tax  Commission  is  composed  of  tliree  meml)ers 
appointed  by  the  governor  and  confirmed  by  the  senate,  but  as 
the  term  of  each  expires  his  successor  is  to  be  elected  at  general 
election  for  a  term  of  six  years.  Members  are  prohibited  from 
holding  other  oflfices  of  trust  or  profit  and  must  devote  their 
entire  time  to  the  duties  of  the  office.  The  commission  is  to 
hold  continuous  session.  Its  principal  duties  and  powers  are  to 
exercise  general  supervision  over  assessors;  to  prescribe  forms  of 
assessment,  blanks,  books,  etc.;  to  assess  railroad,  telegraph, 
telephone,  express,  sleeping-car  and  private-car  companies,  and 
producing  mines;  to  require  individuals  and  corporations  to 
furnish  information  concerning  capital,  assets,  liabilities,  earn- 
ings, etc.;  to  examine  witnesses,  and  require  the  production  of 
books  when  necessary;  to  examine  laws  of  other  States  and 
countries,  recommend  legislation,  etc.     (R.  S.,  pars.  4820-4833.) 

The  Tax  Commission  is  constituted  the  State  Board  of  Equali- 
zation. As  such  board,  it  has  power  to  equalize  between  persons, 
firms,  and  corporations  of  the  same  assessment  district,  between 
cities  and  towns  of  the  same  county,  and  between  the  various 
cotmties.  It  may  direct  any  assessor  to  raise  or  lower  the  valu- 
ation on  property.  It  is  required  to  fix  the  rate  of  taxation  for 
state  purposes.     (R.  S.,  pars.  4834--4838.) 

Express  companies  pay  their  gross-receipts  tax  and  car  com- 
panies their  ad  valorem  tax  to  the  state  treasurer  direct.  The 
annual  registration  fee  from  corporations  is  collected  by  the 
corporation  commission,  and  the  general  property  tax  by  the 
county  treasurers.* 

^  Sources  of  revenue  in  Arizona: 

Municipal  and  local  districts. — (a)  General  property  tax;  {b)  business  taxes  and 
licenses;  (c)  fines,  fees,  etc. 

County.— (a)  General  property  tax;  {b)  poll  tax;  (c)  business  taxes  and  licenses; 
(rf)  fines,  fees,  etc. 

State. — (a)  General  property  tax;  (6)  corporation  taxes;  (c)  inheritance  tax;  (({)  busi- 
ness taxes  and  licenses;  (e)  fines,  fees,  etc. 

49084**— 14 9 
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n.  DETAILS  AS  TO  TH£  CONSTITUTION  AND  STATUTES. 

Constitution.* 

"The  power  of  taxation  ishall  never  be  surrendered,  suspended, 
or  contracted  away.  All  taxes  shall  be  uniform  upon  the  same 
class  of  property  within  the  territorial  limits  of  the  authority 
levying  the  tax,  and  shall  be  levied  and  collected  for  public 
purposes  only.'*  ^ 

"No  law  shall  be  enacted  granting  to  any  citizen,  class  of 
citizens,  or  corporation  other  than  mimicipal,  privileges  or  immu- 
nities which,  upon  the  same  terms,  shall  not  equally  belong  to  all 
citizens  or  corporations."  ^ 

"  No  law  granting  irrevocably  any  privilege,  franchise,  or  im- 
mtmity  shall  be  enacted."  ^ 

"  No  local  or  special  laws  shall  be  enacted  "  relating  to  "  assess- 
ment and  collection  of  taxes;"  or  "granting  to  any  corporation 
*  *  *  or  individual,  any  special  or  exclusive  privileges,  im- 
mtmities,  or  franchises."  * 

"  No  tax  shall  be  laid  *  *  *  in  aid  of  any  *  *  *  public- 
service  corporation." ' 

The  usual  exemptions  from  taxation  are  made.^  "All  property 
in  the  State  not  exempt  imder  the  laws  of  the  United  States  or 
under  this  constitution  or  exempted  by  law  imder  the  provisions 
of  this  section,  shall  be  subject  to  taxation  to  be  ascertained  as 
provided  by  law."  * 

"The  manner,  method  and  mode  of  assessing,  equalizing  and 
levying  taxes  in  the  State  of  Arizona  shall  be  such  as  may  be 
prescribed  by  law."' 

o  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  the  State,  as 
contained  in  Revised  Statutes  of  Arizona,  1913. 

6  Constitution,  Art.  IX,  sec.  i. 

^  Ibid.,  Art.  II,  sec.  13. 

^  Ibid.,  Art.  II,  sec.  9. 

«  Ibid.,  Art.  IV,  sec.  19. 

/  Ibid.,  Art.  IX,  sec.  10. 

9  Ibid.,  Art.  II,  sec.  2.  "There  shall  be  exempted  from  taxation  all  Federal,  state, 
county,  and  municipal  property.  Property  of  educational,  charitable,  and  religiotis 
associations  or  institutions  not  used  or  held  for  profit  may  be  exempted  from  taxation 
by  law.  Public  debts,  as  evidenced  by  the  bonds  of  Arizona,  its  cotmties,  mtmicipali- 
ties,  or  other  subdivisions,  shall  also  be  exempt  from  taxation." 

A  Ibid.,  Art.  IX,  sec.  2. 

« Ibid.,  Art.  IX,  sec.  11,  as  amended,  19 12.  As  this  seciton  originally  read,  pro- 
vision was  made  for  a  State  Board  of  Equalization  to  adjust  and  equalize  the  valtia- 
tion  of  property  among  the  counties  and  for  a  county  board  of  equalization  in  each 
county  to  adjust  and  equalize  the  valuation  of  property  within  the  coimty.  The 
state  board,  until  otherwise  provided  by  law,  was  to  consist  of  the  chairmen  of  the 
boards  of  supervisors  in  the  various  counties,  and  the  state  auditor  as  ex  officio  chair- 
man thereof.  Each  cotmty  board  was  to  consist  of  the  board  of  supervisors  of  the 
county. 
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"The  law-making  power  shall  have  authority  to  provide  for 
the  levy  and  collection  of  license,  franchise,  gross  revenue,  excise," 
and  "income"  taxes." 

"  No  corporation  organized  outside  of  the  limits  of  tliis  State 
shall  be  allowed  to  transact  business  within  this  State  on  more 
favorable  conditions  tlian  are  prescribed  by  law  for  similar  cor- 
porations organized  imder  tlie  laws  of  this  State."  * 

Provision  shall  be  made  by  law  for  an  annual  registration  fee 
from  every  domestic  and  every  foreign  corporation ;  except  "  purely 
charitable,  social,  fraternal,  benevolent,  or  religious  institutions," 
to  be  "paid  irrespective  of  any  specific  license  or  other  tax  im- 
posed by  law  *  *  *  for  the  privilege  of  carrying  on  its  business 
in  this  State,  or  upon  its  franchise  or  property." « 

"The  rolling  stock  and  all  other  movable  property  belonging  to 
any  public-service  corporation  in  this  State,  shall  be  considered 
personal  property . "  ^ 

"  Incorporated  cities,  towns,  and  villages  may  be  vested  by  law 
with  power  to  make  local  improvements  by  special  assessments, 
or  by  special  taxation  of  property  benefited.  For  all  corporate 
purposes,  all  municipal  corporations  may  be  vested  with  authority 
to  assess  and  collect  taxes."  • 

"The  lands  and  other  property  belonging  to  citizens  of  the 
United  States  residing  without  this  State  shall  never  be  taxed 
at  a  higher  rate  than  the  lands  and  other  property  situated  in 
this  State  belonging  to  residents  thereof."' 

Statutes.^ 

General  Property  Tax. 

All  property  of  corporations,  in  the  absence  of  specific  provision, 
is  assessed,  like  that  of  individuals,  locally  and  the  tax  is  col- 
lected locally  for  both  state  and  local  pinposes.*  The  assessed 
value  has  been  about  50  per  cent  of  full  value.*    The  law  requires 

a  Constitution,  Art.  IX,  sec.  12.  Also  "collateral  and  direct  inheritance,  legacy, 
and  succession  taxes,  *  *  *  graduated  income  taxes,  graduated  collateral  and 
direct  inheritance  taxes,  graduated  legacy  and  succession  taxes,  stamp,  registration, 
production,  and  other  specific  taxes." 

&Ibid.,  sec.  5. 

clbid..  Art.  XIV,  sec.  17. 

<*  Ibid.,  Art.  XV,  sec.  ii. 

« Ibid.,  Art.  IX,  sec.  6. 

/Ibid.,  Art.  XX,  sec.  5. 

0  Except  as  otherwise  indicated,  references  under  this  head  are  to  Revised  Statutes 
of  Arizona,  1913. 

A  Constitution,  Art.  IX,  sec.  2;  R.  S.,  par.  4846,  4850. 

*  Interview  with  state  tax  officers,  January,  19x3. 
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"full  cash  value"  assessments,  the  term  being  defined  as  the  price 
at  which  property  would  sell  if  voluntarily  offered  for  sale  by  the 
owner  thereof,  upon  such  terms  as  such  property  is  usually  sold, 
and  not  the  price  which  might  be  realized  if  such  property  was 
sold  at  a  forced  sale.* 

Property  is  assessed  annually.  *  Real  estate  and  improvements 
thereon  are  assessed  separately.  **Real  estate"  includes  the 
ownership  of,  or  claim  to,  or  possession  of  or  right  of  possession 
to,  any  land  or  patented  mine  within  the  State;  and  **the  claim 
by  possession  *  *  *  to  any  land  or  patented  mine  shall 
be  listed  imder  the  head  of  real  estate."  The  term  "personal 
property"  includes  money,  goods,  chattels,  choses  in  action,  evi- 
dence of  debt,  and  any  interest  or  equity  in  or  valid  claim  to 
nonpatented  mining  claims,  either  lode  or  placer,  and  all  property, 
both  tangible  and  intangible,  not  included  in  the  term  "real 
estate."  Whenever  solvent  debts  are  assessed,  the  person  assessed 
may  deduct  therefrom  his  liabilities.* 

Exemptions  from  taxation  are  made  as  to  public  property  and 
property  used  for  religious,  educational,  and  charitable  purposes, 
etc.,  also  as  to  bonds  of  the  State  and  its  minor  subdivisions.  The 
property  of  resident  widows  is  exempt  to  not  over  $i,ooo  to  any 
one  family,  where  total  assessment  does  not  exceed  $2,000.^ 

The  legislature  is  not  limited  as  to  the  amoimt  of  taxes  it  may 
levy  for  state  purposes.  Counties  and  cities,  however,  are  not 
permitted  to  levy,  except  for  school  ptuposes,  an  amount  10  per 
cent  greater  than  the  same  levy  dining  the  previous  year.* 

Railroad,  Telegraph,  and  Telephone  Companies. 

Railroad,  telegraph,  and  telephone  companies,  foreign  and 
domestic,  pay  locally,  for  both  state  and  local  ptUTK)ses,  the  general 
property  tax  on  all  their  property,  including  franchise,  and  in 
addition  they  pay  to  the  State  for  state  purposes  an  annual  regis- 
tration fee  of  $15.^ 

Assessment  of  these  classes  of  corporations  is  by  the  State  Tax 
Commission,  except  as  to  railroad  property  not  continuously  used 

aR.  S.,  par.  4849. 

b  Ibid.,  par.  4860. 

^'Ibid.,  par.  4847.  Although  moneys,  including  moneys  at  interest,  and  credits, 
are  taxable,  the  revenue  from  this  source  is  small.  There  is  practically  no  deduction 
of  debts  from  credits,  as  scarcely  any  credits  are  assessed.  Interview  with  State 
tax  officers,  January,  1913. 

<*R.  S.,  par.  4846. 

«  Ibid.,  pars.  4839,  4842. 

/Ibid.,  par.  2274. 
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in  operation.  In  valuing  their  property  the  commission  is  guided 
largely  by  a  consideration  of  earning  capacity.  The  valuations 
when  made  are  reduced  to  a  valuation  per  mile  of  main  track  of 
railroads  or  telegraph  or  telephone  wire.  The  following  memo- 
randum by  a  member  of  the  State  Tax  Commission  describes  the 
method  actually  employed  in  the  valuation  and  apportionment 
of  a  particular  railroad  company : 

"  Information  received  from  industrial  reports  and  other  reports 
shows  this  system  to  be  paying  dividends  and  interest  on  bonds  on 
a  valuation  per  mile  of  about  $56,000.00. 

"The  Commission  did  not  attempt  to  go  thoroughly  into  the 
investigation  of  this  or  any  other  railroad  property  in  the  State. 
After  having  found  this  valuation,  the  Commission  felt  that  any 
valuation  considerably  less  than  this  valuation  would  be  per- 
fectly safe  and  could  be  easily  defended  even  though  the  valuation 
found  would  be  much  greater  than  theretofore  found.  The  Com- 
mission asstuned  that  railroad  properties  in  the  State  had  been 
valued  approximately  on  the  same  valuation  as  large  classes  of 
other  property,  so  it  was  thought  reasonable  to  raise  all  railroad 
property  in  the  State,  generally,  twenty-five  per  cent  over  the 
valuation  of  191 1  .'* 

"In  the  case  of"  this  "railroad  it  was  thought  reasonable  to 
assess  it  at  $1 ,200.00  per  mile  more  than  "  a  certain  other  railroad 
"because  of  its  second  track  which  the"  other  road  "does  not 
have.  The  raise  of  twenty-five  per  cent  on  the"  other  road 
"valued  that  property  at  $21,000.00  per  mile.  The  addition  on 
the ' '  first  road  * '  valued  it  at  $2  2 ,  200.00  per  mile.  These  valuations 
were  upon  a  basis  of  fifty  per  cent  of  the  full  cash  valuation.  The 
Commission  did  not  attempt  to  determine  whether  this  was  fifty 
per  cent  of  the  full  cash  value  of  the  road.  In  conformity  with  the 
law  it  listed  all  the  real  estate  and  personal  property  and  rolling 
stock,  and  placed  a  valuation  on  it." 

"The  real  estate  included  all  real  estate  used  in  the  daily 
operation  of  the  road  not  included  in  the  right  of  way.  The 
valuation,  placed  on  this  real  estate  and  improvements  and 
personal  property  (rolling  stock,  etc.)  amounted  to  $7,551.14 
per  mile.  This,  subtracted  from  the  $22,200.00  valuation  per 
mile,  found  in  the  fiirst  instance,  left  a  valuation  of  $14,648.86 
per  mile,  which  was  the  valuation  for  franchise  and  right  of  way, 
main  track  and  roadbed,  together  with  bridges  and  culverts. 
There  were  386.76  miles  of  main  track  and  roadbed  in  Arizona. 
This,  multiplied  by  $22,200.00  per  mile  amounted  to  $8,586,072.00, 
the  total  valuation  placed  on  the  Arizona  property  of  the"  par- 
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ticular  railroad  system.  '*This  valuation  was  distributed  among 
the  counties,  according  to  the  mileage  of  main  track  in  the 
county;  and  to  the  incorporated  cities,  according  to  the  miles  of 
main  track  in  the  cities ;  and  by  the  county  boards  of  supervisors 
to  the  school  districts,  according  to  the  number  of  miles  of  main 
track  in  the  school  districts.'* 

Apportionment  of  telegraph  and  telephone  assessments  to  the 
proper  coimties  is  based  upon  that  proportion  which  the  length 
of  line  (single  wire)  in  each  county  bears  to  the  length  of  the 
whole  line  in  the  State." 

Each  railroad,  telegraph,  and  telephone  company  reports  an- 
nually certain  data  specified  by  statute,  and  railroad  companies 
furnish  such  further  information  as  the  Tax  Commission  may  in 
writing  require.* 

Car  Companies. 

Car  companies,  domestic  and  foreign,  pay  to  the  State  for  state 
purposes  the  annual  registration  fee -of  $15.*  The  property  of 
these  companies  within  the  State,  whether  used  in  intrastate, 
transstate  or  interstate  business,  is  assessed  by  the  Tax  Com- 
mission and  the  tax  is  paid  to  the  State  for  state  purposes  at  the 
average  rate  of  levy  for  all  purposes  in  the  several  taxing  dis- 
tricts of  the  State.  This  is  in  lieu  of  all  other  taxes  upon  the 
properties  and  business  of  such  companies,  except  the  annual 
registration  fee  mentioned. 

Assessment  is  based  upon  reports  from  the  companies.  These 
reports  contain  statements  as  to  total  mileage  made  by  the  rolling 
stock  of  each  company  within  the  State  for  the  preceding  year,  the 
average  number  of  miles  traveled  by  the  cars  of  each  class,  the 
value  of  the  number  of  cars  necessary  to  provide  for  such  total 
mileage,  and  the  value  of  the  company's  real  estate,  machinery, 
fixtures,  etc.,  subject  to  taxation  within  the  State.** 

Express  Companies. 

'  Express  companies  pay  to  the  State  for  state  purposes  a  tax  of 
6  per  cent  on  gross  receipts,  from  business  done  within  the  State, 
after  deducting  the  sum  paid  for  transportation.  They  also  pay 
the  annual  registration  fee  of  $15  to  the  State  for  state  purposes.*^ 

**  R.  S.,  pars.  4967-70,  4973,  4976,  4978,  4979;  *^  interview  with  state  tax  officers, 
January,  19 13. 

b  Ibid.,  pars.  4965,  497a, 

c  Ibid.,  par.  2274. 

d  Ibid.,  pars.  4953,  4955,  4959. 
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The  gross-receipts  tax  is  in  lieu  of  all  other  taxes  on  the  property 
of  such  companies. 

Assessment  is  by  the  State  Tax  Commission  and  is  based  upon 
reports  from  the  companies.  These  reports  contain,  among  other 
items,  a  statement  of  the  entire  receipts,  including  all  sums  earned 
or  charged,  whether  actually  received  or  not,  for  business  done  by 
such  companies  within  the  State,  including  the  proportion  of  gross 
receipts  for  business  done  by  them  within  the  State  iin  connection 
with  other  companies.  The  reports  must  also  contain  such  other 
facts  and  information  as  the  Tax  Commission  may  require.* 

Public  Utility  Companies. 

Interurban  street  railway,  gas,  water,*  electric  light,  heat,  and 
power  companies,  domestic  and  foreign,  pay  the  general  property 
tax  assessed  and  collected  locally  for  state  and  local  ptuT)oses.« 
In  addition,  they  pay  to  the  State  for  state  ptUT)oses  the  annual 
registration  fee  of  $15.**  Assessments  are  based  on  earnings  and 
many  other  factors,  but  no  specific  rule  is  employed.* 

Mining  Companies. 

Mining  companies,  domestic  and  foreign,  pay  the  general 
property  tax  locally  for  state  and  local  piuposes.^  In  addition, 
they  pay  to  the  State  for  state  piuposes  the  annual  registration 
fee  of  $15.^ 

The  State  Tax  Commission  assesses  producing  mines  by  adding 
1 2  K  P^r  cent  of  the  value  of  the  gross  proceeds  to  four  times  the 
value  of  the  net  proceeds.*  County  assessors  are  required  to  list 
the  assessments  thus  placed  upon  mines  at  the  amounts  fixed  by 
the  Tax  Commission.*  The  law  specifically  declares  that  the  tax 
is  not  to  be  construed  as  a  tax  upon  the  gross  or  net  proceeds  or 

o  R.  S.,  pars.  4946,  4948,  4950;  also  interview  with  state  tax  officers,  January,  1913, 

&  Works  constructed  after  Mar.  17,  1903,  connected  with  the  development  and 
storage  of  water  for  the  purpose  of  generating  and  transmitting  electric  power,  were 
made  exempt  from  all  taxation  during  the  period  of  9  years  from  the  passage  of  the 
act  approved  on  the  date  mentioned.  Laws,  1903,  Act  No.  27.  An  act  of  1907 
granted  similar  exemption  from  all  taxation  during  the  period  of  10  years  from  its 
passage;  Laws,  1907,  chap.  92. 

c  R.  S.,  par.  4850. 

^  Ibid.,  par.  2274. 

«  In  the  city  of  Phoenix,  the  city  assessor  makes  one  valuation,  and  the  cotmty 
assessor  places  a  different  value  on  the  same  property  for  county  and  state  purposes. 
Interview  with  state  officials,  January,  1913. 

/  R.  S.,  pars.  4982-4985. 

ff  Ibid.,  par.  2274. 

A  Ibid.,  pars.  4982,  4994.    This  method  is  prescribed  for  1913  and  1914. 

*  Ibid.,  par.  4987. 
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earnings  of  any  mine.*  Surface  improvements,  reduction  works, 
mills,  smelters,  machinery  and  appliances  of  all  mines  are  also 
assessed  by  the  local  assessors.^ 

Nonproducing  mines,  and  surface  grounds  riot  used  in  connec- 
tion with  mines,  are  assessed  locally  as  other  real  estate. 

Manufactiuingy  Mercantile,  and  Miscellaneous  Corporations. 

Manufacturing,  mercantile,  and  miscellaneous  corporations, 
domestic  and  foreign,  pay  the  general  property  tax,  assessed 
locally  for  state  and  local  purposes.*^  In  addition,  they  pay  to  the 
State  for  state  ptirposes  the  annual  registration  fee  of  $15.^ 
Manufacttuing  companies  are  assessed  on  the  physical  value  of 
plant  and  stock  on  hand.  Merchandise  is  assessed  according  to 
inventory.* 

Beet-sugar  manufacturing  and  refining  companies  expending 
$300,000  or  more  for  a  factory  or  refinery  were  exempt  from  taxa- 
tion dining  the  period  of  nine  years  which  ended  in  191 2./  For  a 
period  of  10  years  beginning  in  1907,  the  following  property  was 
made  exempt  from  taxation:  Dams  and  reservoirs  constructed 
after  March  21 ,  1907,  and  connected  with  the  development,  storage, 
and  distribution  of  water  for  the  purposes  of  irrigation,  watering 
stock,  mining,  and  generating  electricity.  ^ 

Stockholders  and  Bondholders. 

Shares  of  stock  in  corporations  of  the  classes  covered  by  this 
report  are  not  taxed  in  the  hands  of  resident  holders.  The  law 
provides  that  all  property  belonging  to  corporations  shall  be 
assessed  and  taxed,  and  that  no  ^assessment  shall  be  made  of 
shares  of  stock,  nor  shall  any  holder  thereof  be  taxed  therefor.* 

Bonds  of  both  domestic  and  foreign  corporations  are  taxable 
in  the  hands  of  resident  holders,*  but  the  present  revenue  from 
this  class  of  property  is  negligible.^ 

<>  R.  S.,  par.  4994.  Sworn  reports  are  required  from  mine  owners  (R.  S.i  par.  4981), 
but  the  commission  may,  in  relation  to  the  yield  of  ores,  examine  any  person  under 
oath  and  may  also  examine  records,  etc.  (R.  S.,  pars.  4988,  4990).  An  appeal  lies,  on 
the  part  of  mine  owners,  or  of  the  State,  from  the  appraisal  of  the  Tax  Commission  to 
the  superior  coiut  of  the  county.    (R.  S. ,  par.  4993  •) 

^  Ibid.,  pars.  4984-4986. 

^  Ibid.,  par.  4850. 

^  Ibid.,  par.  2274. 

«  Interview  with  state  tax  officers,  January,  1913. 

/  Laws,  1903,  act  No.  32. 

0  Ibid.,  1907,  chap.  92. 

*R.  S.,  par.  4850. 

<  Constitution,  Art.  IX,  sec.  2;  R.  S.,  par.  4847. 

i  Interview  with  state  tax  officers,  January,  1913. 
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Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are  taxed  like 
similar  domestic  corporations. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  f:r  191 2  was  48  per  cent. 

Total  Statb  Rhcbipts,  Taxes  proic  Corporations,  Othbr  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  June  30,  i9i2.« 

Total  state  receipts,  all  sources $1, 182, 755.  oa 

State  taxes  from  corporations: 

Railroads  ^ ti72>  6401 97 

Pullman  Company  * 903. 00 

Mines  * 150, 315. 86 

Smelters  ^  (not  included  in  improvements  on  mines).  22, 865. 12 

Banks  * 20, 961.  64 

Express,  telephone,  and  telegraph  companies a,  875. 17 

Incorporation  fees 32, 213. 36 

Insurance  tax 37, 492.  75 

Total  ascertainable  state  taxes  from  corporations 440, 267. 87 

Other  taxes: 

Railroad  liquor  licenses i,  50a  00 

General  property  and  road  tax  (less  $367,686.59  above 

estimated)  c 468, 944. 96 

Total  state  taxes  not  from  corporations 470, 444. 96 

Total  taxes  for  state  ptu'poses,  all  sources 910, 712.  83 

Receipts  from  sources  other  than  taxes: 

Agricultural  College,  Government  appropriation 50, 000. 00 

Government,  forest  reserve  school  fund 55, 385. 62 

Prison  receipts 23, 083.  51 

Interest • 95, 915. 16 

Fees 7, 983.  60 

Miscellaneous  receipts 39, 674.  30 

Total  receipts  from  sources  other  than  taxes 272, 042. 19 

Total  state  receipts,  all  sources i,  182, 755.  02 

o  Report  of  State  Treasurer,  19x2 .  Some  of  these  receipts  were  under  the  territorial 
government. 

^  Estimated  by  applying  to  the  state  rate  of  90  cents  per  $zoo  to  property  values 
found  on  p.  40,  Report  of  Governor,  191 1. 

c  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  impossible  practi- 
cally to  ascertain  the  amount  thus  received,  except  the  amotmts  above  estimated, 
which  are  not  included  in  this  item. 
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IV.  COMMENTS. 
Historical. 

In  the  history  of  corporate  taxation  in  Arizona  probably  the 
most  interesting  fact  is  that  opportunity  was  afforded  railroad 
companies,  and  other  corporations,  such  as  those  manufacturing 
beet  sugar  or  storing  water  for  the  purpose  of  generating  and  trans- 
mitting power,  etc.,  to  avail  themselves  of  full  or  partial  exemption 
from  taxation  for  periods  varying  from  9  to  20  years,  upon  com- 
plying with  certain  conditions  with  respect  to  the  time  of  begin- 
ning construction,  the  rate  at  which  the  work  should  proceed,  etc. 
Of  these  exemptions  doubtless  the  most  significant  were  those 
concerning  railroads,  for  the  reason  that  increasing  transportation 
facilities  made  possible  the  development  of  the  highly  important 
mining  industry,  of  grazing  and  farming,  and  of  the  other  enter- 
prises essential  to  the  growth  of  a  new  coimtry. 

The  Territory  was  organized  in  1864.  In  the  enactment  of  the 
first  tax  laws  some  consideration  was  given  to  the  taxation  of 
corporations  as  distinguished  from  that  of  individuals.  Thus, 
telegraph  companies  were  subject  to  an  annual  tax,  for  territorial 
purposes,  of  $1  per  mile  of  line,  in  lieu  of  all  other  taxes,"  and 
mining  companies,  hereinafter  more  specifically  treated,  had  the 
option  of  paying  either  the  general  property  tax  or  an  annual  tax 
on  net  proceeds  of  mines  and  50  cents  on  every  $100  in  value  of 
real  estate.* 

In  1864,  also,  it  was  declared  that  personal  property  subject  to 
taxation  should  include  the  capital  stock  of  all  corporations  doing 
business  in  the  Territory,  and  the  property  of  whatever  kind,  of 
all  corporations,  over  and  above  their  capital  stock.  Shares  of 
stock,  and  capital  invested  in  trade,  merchandise,  commerce,  etc., 
were  taxable  to  the  owners  ais  personalty.*^  All  moneys  and 
credits  were  taxable,  and  corporate  bonds,  if  not  regarded  as  fall- 

o  Howell  Code  (1864),  chap.  53,  sec.  3. 

b  Ibid.  (1864),  chap.  51,  sec.  24.  Chap.  51,  just  cited,  provided  for  the  incorporation 
of  mining  companies.  The  reports  made  by  such  companies  contained  a  statement  of 
the  amotmt  of  capital  paid  in,  the  money  expended  during  the  preceding  year,  the 
net  amount  and  value  of  product,  the  name  and  residence  of  each  stockholder,  and 
amotmt  of  stock  held,  etc.  (Sec.  23.)  In  1866  the  entire  chapter  was  repealed  (see 
Comp.  Laws,  Arizona,  1871,  chap.  51)  and  in  its  stead  there  was  enacted  the  first 
general  incorporation  law  of  the  Territory,  providing  for  the  incorporation  of  compa- 
nies for  the  purpose  of  engaging  in  any  lawful  enterprise,  business,  pursuit,  or  occu- 
pation, etc.  This  law,  however,  was  silent  as  to  the  taxation  of  both  mining  and  other 
corporations. 

0  Ibid.  (1864),  chap.  2^,  sec.  4. 
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ing  under  that  classification,  were  taxable  by  virtue  of  the  provi- 
sion that  all  property  not  expressly  made  exempt  was  subject  to 
taxation." 

Aside  from  the  reestablishment  of  the  net-proceeds  tax  upon 
mining  corporations  (hereinafter  mentioned  imder  *' Taxation  of 
mines  ")  there  was  no  important  change  in  methods  of  corporate 
taxation  until  1887. 

In  1887  the  laws  of  the  Territory  imderwent  a  thorough  revi- 
sion.^ As  revised  they  contained  many  tax  provisions  now  in 
force  or  which  continued  in  force  imtil  recently.  It  was  declared 
that  all  taxable  property  should  be  assessed  at  its  full  cash 
value  ;^  that  shares  of  stock  in  a  corporation  possess  no  value 
over  the  actual  value  of  the  property  of  the  corporation  which 
they  represent;  that  the  assessment  and  taxation  of  such  shares 
and  also  of  the  corporate  property  would  be  double  taxation ;  that, 
therefore,  all  property  belonging  to  corporations  should  be  as- 
sessed and  taxed,  but  no  assessment  should  be  made  of  shares  of 
stock,  nor  should  any  holder  thereof  be  taxed  therefor.**  Property 
imder  mortgage  or  lease  was  to  be  listed  by  and  taxed  to  the  mort- 
gagor or  lessor,  unless  listed  by  the  mortgagee  or  lessee.^  Certain 
water  ditches  and  turnpike  and  toll  roads  were  to  be  assessed  at  a 
rate  per  mile  for  the  portion  within  the  county,  etc.,  the  land, 
franchises,  and  improvements  to  be  listed  as  a  whole.'  The  prop- 
erty of  corporations  constructing  canals,  ditches,  flumes,  plank 
roads,  gravel  roads,  turnpike  roads,  etc.,  was  to  be  assessed  to  the 
company  in  the  coimties  in  which  such  improvements  were  situ- 
ated.^ 

Most  of  the  provisions  of  the  1887  revision,  as  to  corporate  tax- 
ation and  as  to  taxation  in  general,  which  have  just  been  men- 
tioned, were  in  force  up  to  191 2.*  From  time  to  time,  however, 
the  territorial  legislature  passed  laws  relating  to  the  exemption 
of  railroad  and  certain  other  corporate  property  from  taxation, 

o  Howell  Code,  sees.  2,  16. 

6  Rev.  Stats.,  Arizona  (1887).    Preface. 

c  Ibid.,  sec.  2632.  Cash  va^ue  was  defined  as  the  amount  at  which  the  property 
would  be  taken  in  payment  of  a  just  debt  from  a  solvent  debtor. 

^  Ibid.,  sec.  2633. 

«  Ibid.,  sec.  2640. 

/  Ibid.,  sec.  2647. 

ff  Ibid.,  sec.  2649. 

*  Art.  22,  sec.  2,  of  the  state  constitution  provides  that  "all  laws  of  the  Territory 
of  Arizona  now  in  force,  not  repugnant  to  this  Constitution,  shall  remain  in  force  as 
laws  of  the  State  of  Arizona  until  they  expire  by  their  own  limitations  or  are  altered 
or  repealed  by  law. " 
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and  with  respect  to  the  method  of  taxing  mines,  and  express,  tele- 
phone, and  telegraph  companies. 

Express,  Telegraphy  Telephone!  and  Car  Companies. 

In  1909,  express,  telegraph,  and  telephone  companies  were  sub- 
jected to  an  annual  tax,  for  territorial  purposes,  of  i  per  cent  of 
gross  earnings.*  In  191 2  express  and  car  companies  were  taxed 
on  gross  receipts  and  the  rate  on  the  former  was  increased  to 
5  per  cent,  while  telegraph  and  telephone  companies  were  again 
subjected  to  the  general  property  tax,  but  assessed  by  the  State 
Board  of  Equalization  instead  of  by  the  local  authorities,  as  before 
the  gross-earnings  tax  of  1909  was  imposed.  In  19 13  the  rate  - 
on  the  gross  receipts  of  express  companies  was  increased  to  6  per 
cent  and  deduction  was  allowed  for  sums  paid  for  transportation. 
During  the  same  year  the  gross-receipts  tax  on  car  companies  was 
abolished  and  the  tax  on  their  property  for  state  purposes  at  the 
average  rate  was  substituted. 

Railroad  and  Other  Corporate  Property  Exempt. 

The  exemption  of  corporate  property  other  than  that  of  rail- 
road companies  has  been  described.  *  By  acts  of  various  territorial 
legislatures  a  large  part  of  the  property  of  raihoad  companies  within 
the  Territory  was  made  exempt  for  a  certain  number  of  years 
after  construction,  in  order  to  encourage  the  building  of  raihoads. « 
In  addition  to  absolute  exemption  from  taxation  of  the  property 
of  some  raihoads,  the  property  of  another  road,  under  a  special 
act  of  Congress,**  to  the  value  of  $8,500,000  had  practically  es- 
caped taxation  from  1902  to  19x2,  when  the  State  was  admitted 
to  the  Union.  * 

Railroad  Property  Valuation  Increasing. 

As  the  periods  of  exemption  expire,  the  aggregate  taxable  valu- 
ation of  railroad  property  in  the  State  increases.  More  than 
one-third  of  the  railroad  valuation  was  exempt  in  1 908 .  f  The  same 
was  true  in  1910.^     In  191 1  the  exempted  valuation  was  less  than 

^  Laws,  1909,  p.  162. 

&  See  p.  136  under  "Statutes." 

<^0n  p.  54,  Laws,  1903,  may  be  fotind  a  statute  typical  of  this  class  of  legislation. 
By  it  the  companies  were  required  to  begin  construction  within  one  year  from  the 
passage  of  the  act,  and  to  continue  the  btdlding  of  the  load  at  the  rate  of  five  miles 
each  year  until  completion.     (See  also  Laws,  1909,  p.  230,  for  similar  legislation.) 

^  U.  S.  Statutes  at  Laige,  vol.  32,  part  i,  p.  405,  fixing  the  rate  of  tax  at  $175  per 
mile,  etc. 

^  Letter  of  Dec.  11,  1912,  from  member  of  the  Arizona  State  Tax  Commission. 

/  Proceedings,  Territorial  Board  of  Equalization,  August,  1908,  p.  15. 

9  Report  of  Governor,  1910,  p.  31. 
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one-third  of  the  segregate  valuation  of  raik'oad  property.*  In 
191 2  the  Tax  Commission  increased  the  taxable  valuation  of  rail- 
road property  from  $16,000,000  to  $29,000,000,  this  increase  con- 
taining the  item  of  $8,500,000*  on  the  railroad  which,  as  already 
stated,  had  been  largely  exempt  prior  to  191 2.  As  the  result, 
the  valuation  of  exempt  railroad  property  in  the  Territory  in  191 2 
was  less  than  one-twentieth  of  the  aggregate  valuation  of  all  rail- 
road property  in  the  Territory.^ 

Taxation  of  Mines. 

In  1864,  as  has  been  mentioned,  the  real  and  personal  property 
of  mining  companies  was  assessed  by  means  of  the  general  prop- 
erty tax,  but  such  companies  had  the  alternative  of  paying  an 
annual  tax  of  5  per  cent  upon  net  proceeds  of  the  mines,  and,  in 
addition,  50  cents  on  every  $100  in  value  of  real  estate.  In  1866, 
by  the  repeal  of  the  chapter  containing  those  pfovisions  mining 
companies  were  left  subject  to  the  same  provision  as  other  cor- 
porations, i.  e.,  that  invested  capital,  and  capital  stock  of  corpora- 
tions doing  business  in  the  Territory,  were  taxable  as  personalty. 
In  1868  all  mining  or  other  corporations  organized  in  other  Terri- 
tories or  in  the  States,  doing  business  in  Arizona,  were  released 
from  the  payment  of  any  and  all  taxes  levied  upon  them  in  that 
year,  except  taxes  assessed  upon  actual  value  of  tlieir  real  and 
personal  estate  within  the  Territory. 

In  1875  an  act  was  passed  taxing  mines  upon  net  proceeds  at 
$2  per  $100  valuation  of  such  proceeds.^  This  law  was  repealed 
in  1881,^  and  thus  mining  companies  were  again  taxed  like  cor- 
porations in  general.  In  1903  the  governor  of  the  Territory,  in 
referring  to  the  possibility  of  increasing  taxable  valuations,^  stated 
that  the  mining  industry  of  the  Territory  was  allowed  to  escape 
its  proper  valuation  and  that  a  just  and  equitable  listing  and 
taxation  of  all  large  producing  and  valuable  mines  would  work 
no  hardship,  as  all  would  then  bear  their  share  in  securing  revenue 

o  Proceedings,  Territorial  Board  of  Equalization,  August,  1911,  p.  32. 

b  Letter  from  member  of  Tax  Commission,  above  cited. 

<^  Proceedings,  State  Board  of  Equalization,  August,  1912,  p.  18. 

d  Q)mp.  Laws,  Arizona,  1877,  p.  354.  This  law  also  provided  that  the  ownership 
of,  claim  to,  possession  of,  or  right  of  possession  to  any  mine  or  mining  claim,  should 
not  be  taxed.  Twenty-five  per  cent  of  the  net  proceeds  tax  was  for  Territorial  pur- 
poses, the  remainder  going  to  the  counties  for  road,  highway,  and  bridge  purposes. 

'  Laws,  1881,  p.  137. 

/  Report  of  Governor,  1903,  p.  13. 
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to  the  Territory  in  which  their  work  was  done  and  from  which 
they  gained  their  large  returns  in  cash  income. 

Under  the  law  passed  in  1907,  commonly  known  as  the  bullion 
tax,**  the  value  of  the  products  of  mines  was  computed  upon  the 
average  market  quotations  of  each  of  such  products  in  New  York 
City,^  and  25  per  cent  of  such  gross  value  in  money  constituted 
the  amount  upon  which  the  levy  of  taxes  for  the  current  year  was 
made.  The  value  of  nonproductive  patented  mines  and  improve- 
ments located  thereon  was  assessed  in  the  same  manner  and  at 
the  same  rate  as  general  property  in  the  county,  but  nonproductive 
unpatented  mmes  or  mining  claims  were  free  from  taxation  except 
as  to  improvements.^  It  was  further  provided  that  no  other 
taxes  on  mines  and  mining  claims  should  be  levied.^ 

The  1907  law,  just  described,  was  repealed  in  191 2,*  leaving 
3  lining  property,  once  again,  subject  to  the  general  property  tax 
without  any  special  method  of  valuation.  The  Tax  Commission, 
however,  increased  the  valuation  of  producing  mines  in  191 2  from 
$14,000,000  to  $32,000,000.^ 

In  a  special  report^  in  19 13  the  Tax  Commission  stated  that 
mine  taxation  was  the  most  vital  question  confronting  it,  and 
furthermore,  that  it  did  not  regard  the  problem  as  having  been 
satisfactorily  solved  in  any  other  State.  Two  of  the  commission- 
ers believed  that  a  law,  providing  for  a  proper  classification  of  all 
producing  mines  on  a  graded  scale,  and  basing  their  annual  assess- 
able value  on  both  their  gross  and  their  net  output,  would  place 
such  mines  upon  a  basis  nearer  that  of  general  property  than  any 
other  method  which  the  commission  had  been  able  to  devise.* 

o  Laws,  1907,  chap.  20,  p.  23. 

b  As  evidenced  by  some  established  authority  or  market  report,  such  as  the  "  Engi- 
neering and  Mining  Journal"  of  New  York  City,  or  any  other  standard  paper  giving 
the  market  reports  for  the  next  preceding  year. 

c  Where  surface  grotmd  was  used  for  purposes  other  than  mining,  and  had  a  separate 
and  independent  value  for  such  other  purposes,  such  surface  ground  was  taxed  as 
other  property. 

^  Laws,  1907,  chap.  20,  p.  25. 

^Laws  1912,  reg.  sess.,  chap.  11. 

/  Letter  of  Dec.  11,  19 12,  from  member  of  the  Arizona  Tax  Commission. 

9  Special  Report  of  State  Tax  Commission  of  Arizona  on  Mining  Taxation  (1913), 
pp.  6,  8,  16. 

A  Should  the  legislature  deem  it  advisable  to  pass  such  a  law;  the  two  commissioners 
favored  the  passage  of  an  act  identical  with  the  Michigan  law,  i.  e.,  one  providing  for 
an  expert  physical  examination  by  a  competent  mining  engineer  residing  outside  the 
State.  The  other  commissioner  strongly  favored  such  a  valuation  as  the  only  proper 
one,  but  stated  that  for  the  present  he  favored  a  graded  tax  on  the  producing  mines 
(p.  16). 
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The  19 1 3  legislature  passed  a  law  in  accordance  with  those  views 
to  be  in  force  two  years." 

Valuations  by  Corporation  Commission. 

Under  section  14,  Article  XV,  of  the  state  constitution,  the 
Corporation  Commission  is  required  to  make  valuations  of 
public-service  corporation  property.  These  valuations  have  not 
been  used  as  the  basis  of  the  assessment  of  public-service  corpo- 
rations for  taxation,  although  the  returns  made  by  the  corpora- 
tions to  the  Corporation  Commission  are  useful  to  the  Tax  Commis- 
sion, and  the  retiuns  to  the  Tax  Commission  are  of  service  to  the 
Corporation  Commission.  It  is  the  function  of  the  Corporation 
Commission  to  bring  valuations  down  to  what  is  fair  and  to  regu- 
late rates,  or  earnings,  accordingly.  It  is  the  duty  of  the  Tax 
Commission  to  collect  revenue  on  what  the  corporations  actually 
earn.* 

Constitutional  Amendment — Increased  Centralization. 

Section  1 1  of  Article  IX,  of  the  state  constitution,  as  originally 
adopted,  operated  as  a  restriction  upon  the  powers  of  the  legisla- 
ture to  provide  for  necessary  centralization  in  administration  of 
tax  laws.  That  section  provided  for  the  State  Board  of  Equaliza- 
tion and  prescribed  certain  of  its  duties,  but  made  it  the  duty  of 
the  cotmty  boards  of  equalization  to  adjust  and  equalize  the  valu- 
ation of  real  and  personal  property  within  their  respective  coun- 
ties. Thus,  the  state  board  could  not  equalize  among  individuals 
or  classes  of  property.  At  the  November,  191 2,  general  election 
an  amendment  was  adopted  by  which  the  section  was  eliminated 
and  a  new  provision  substituted  tmder  which  the  manner,  method, 
and  mode  of  assessing,  equalizing,  and  levying  taxes  ''shall  be 
such  as  may  be  prescribed  by  law.*'  The  amendment  was  re- 
garded as  authorizing  the  legislature  to  take  certain  powers  from 
county  boards  of  equalization  and  to  vest  essential  p  wer  in  the 
State  Board  of  Equalization  and  the  Tax  Commission.*  The 
191 3  legislature  took  action  accordingly  and  greatly  increased  the 
powers  of  the  commission,  also  constituting  it  the  State  Board  of 
Equalization.* 

o  See  p.  X35. 

&  Interview  with  state  tax  officials,  January,  19x3. 

CR.  S.,  par.  4826,  et  seq. 
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Recommendations  of  the  Tax  Commission. 

In  its  report  in  December,  191 2,  the  Tax  Commission  made  cer- 
tain recommendations,  several  of  which  became  subjects  of  legis- 
lation at  the  19 1 3  session  of  the  legislature.  These  recommenda- 
tions were  summarized  by  the  commission  as  follows: 

(i)  A  redraft  of  the  revenue  laws  of  the  State.  Statehood, 
increase  of  population,  inefficiency  of  local  assessors,  etc.,  make 
new  tax  laws  desirable.  The  commission  believed  it  should  exer- 
cise supervision  over  city  and  town  assessments  in  order  that  all 
classes  of  property  might  be  equally  taxed  by  use  of  the  actual- 
value  standard.  While  the  law  requires  assessment  at  cash  value, 
the  commission  had  not  yet  found  it  feasible  to  insist  upon  more 
than  50  per  cent.  Final  equalization  and  valuation  should,  the 
commission  thought,  be  made  by  the  commission  so  that  local 
influence  might  not  result  in  an  underassessment  of  any  particular 
class  of  property. 

(2)  That  the  commission  be  given  power  over  local  boards  of 
equalization,  and  power  to  equalize  between  classes  of  property; 
power  to  assess  express,  sleeping-car,  and  private-car  companies 
without  specific  restrictions  of  law,  and  power  to  assess  railroads, 
telephone  and  telegraph  lines.  The  commission  observes  that  the 
large  increase  in  the  assessed  valuation  of  the  State  in  191 2  over 
19 II  would  have  been  still  greater  if  the  commission  had  had 
power  over  county  boards  of  equalization. 

(3)  A  small  special  tax  on  moneys  and  credits. 

(4)  A  tax-limit  law.  Each  tax  levy,  made  by  any  board  en- 
trusted with  the  making  of  such  levies,  should  be  limited  so  that 
it  will  not  exceed  the  levy  of  the  previous  year,  plus  ten  per  cent. 

(5)  That  the  true  consideration  be  given  in  deeds,  so  as  to  form 
evidence  of  value  for  taxation  purposes. 

The  191 3  legislature  enacted  into  law  practically  all  the  recom- 
mendations of  the  commission  except  those  for  a  small  specific  tax 
on  moneys  and  credits  and  for  a  law  requiring  the  true  considera- 
tion in  deeds. 

The  commission  also  reported  that  it  had  fotmd  that — 

(i)  Farm  lands  and  railroad  and  other  grant  lands  should  be 
classified. 

(2)  Railroads  and  other  property  assessed  on  the  mileage  basis 
were  not  paying  the  same  proportion  of  mtmicipal  taxation  as  other 
classes  of  property. 
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(3)  As  the  income  tax  in  Wisconsin  is  being  thoroughly  tested, 
Arizona  should  await  the  outcome  before  trying  this  tax. 
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NEW  MEXICO. 

L  GENERAL  VIEW. 
Chief  Features. 

First.  The  appKcation  of  the  general  property  tax  to  practically 
all  classes  of  corporations. 

Second.  The  assessment  of  the  property  of  certain  classes  of  cor- 
porations by  a  state  central  board. 

General  Property  Tax. 

All  property,  whether  belonging  to  corporations  or  to  individ- 
uals, unless  exempt,  is  subject  to  the  general  property  tax  paid 
locally  for  state  and  local  purposes. 

The  operating  property  of  all  railroad,  telegraph,  telephone, 
express,  and  sleeping-car  companies  is  assessed  by  the  State  Board 
of  Equalization  on  tangible  property  only.  All  other  property  is 
assessed  locally  and  in  the  same  manner  as  the  property  of  indi- 
viduals. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  and  foreign  corporations,  the  entire 
capital  or  property  of  which  is  assessed  in  New  Mexico  are  not 
taxed  in  this  State.  Shares  of  stock  in  other  corporations,  and 
bonds  of  corporations,  domestic  and  foreign,  are  taxable  to  the 
holders. 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  considered  are  assessed 
and  taxed  in  practically  the  same  manner  as  similar  domestic  cor- 
porations. 

Administration. 

The  State  Board  of  Equalization,  consisting  of  the  governor, 
state  auditor,  traveling  state  auditor,  secretary  of  state,  and  at- 
torney general,  is  required  to  assess  annually  and  apportion  for 
taxation  purposes  the  operating  property  of  transportation  and 
transmission  companies ;  to  certify  the  respective  amounts  appor- 
tioned to  the  board  of  county  commissioners  of  each  county;  to 
exercise  general  supervisory  powers  over  assessment  and  taxation 
matters;  to  equalize  assessments  between  counties;  to  prescribe 
Z46 
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the  form  of  assessment  books  to  be  used  by  the  county  assessors; 
to  determine  the  true  vahie  of  property  of  national  and  state  banks 
and  trust  companies;  to  examine  when  necessary  witnesses  and 
papers  pertaining  to  assessments  which  it  is  required  to  make;  to 
fibc  standards  of  value  to  be  used  by  coimty  officials  in  assessing 
range  cattle  and  other  live  stock;  and  to  hear  appeals  from  the 
decisions  of  the  boards  of  coimty  commissioners.  (Constitution, 
Art.  VIII,  sec.  5;  Laws,  1913,  chaps.  81,  84.) 

The  boards  of  county  commissioners  are  required  to  equalize 
values  of  locally  assessed  property,  to  hear  appeals  from  assess- 
ments locally  made,  and  to  fix  standards  of  value  for  all  property, 
the  valuation  of  which  has  not  been  standardized  by  the  state 
board. 

The  standards  fixed  as  above  described  are  then  applied  by 
county  assessors  to  the  different  classes  of  property  assessable  by 
them. 

The  general  property  tax  is  payable  to  county  treasurers,  who 
are  ex  officio  ** county  collectors*'  of  taxes." 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND    STATUTES. 

Constitution.  * 

"The  rate  of  taxation  shall  be  equal  and  uniform  upon  all 
subjects  of  taxation."* 

''The  lands  and  other  property  belonging  to  citizens  of  the 
United  States  residing  without  this  State  shall  never  be  taxed 
at  a  higher  rate  than  the  lands  and  other  property  belonging  to 
residents  thereof."  <* 

"The  legislature  shall  have  power  to  provide  for  the  levy  and 
collection  of  license,  franchise,  excise,  income,  collateral  and 
direct-inheritance,  legacy  and  succession  taxes;  also  graduated 
income  taxes,  graduated  collateral  and  direct-inheritance  taxes, 
graduated  legacy  and  succession  taxes,  and  other  specific  taxes, 

«  Sources  of  revenue  in  New  Mexico: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  poll  tax;  (c)  business 
taxes  and  licenses;  (d)  fines,  fees,  etc. 

County. — (a)  General  property  tax;  (6)  business  taxes  and  licenses;  (c)  fines, 
fees,  etc. 

State. — (a)  General  property  tax;  (b)  business  taxes  and  licenses;  (c)  fines,  fees,  etc. 

&  Adopted  by  convention  Oct.  3-N0V.  21, 1910,  and  ratified  by  election  Jan.  21, 191 1; 
President's  Proclamation  Jan.  6,  1912.  Several  provisions  of  the  constitution  relating 
to  taxation  came,  verbatim  or  in  substance,  from  Territorial  statutory  provisions  and 
from  provisions  of  the  organic  law  of  the  Territory. 

c  Constitution,  Art.  VIII,  sec.  i. 

d  Ibid.,  Art.  XXI,  sec.  2. 
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including  taxes  upon  the  production  and  output  o^  mines,  oil  lands 
and  forests ;  but  no  double  taxation  shall  be  permitted."  " 

"The  enumeration  of  subjects  of  taxation"  in  Article  VIII, 
section  2,  of  the  Constitution  **  shall  not  deprive  the  legislature  of 
the  power  to  require  other  subjects  to  be  taxed  in  such  manner  2^s 
may  be  consistent  with  the  principles  of  taxation  fixed  in  this 
constitution.'** 

There  is  created  by  the  constitution  a  State  Board  of  Equaliza- 
tion with  powers  that  were  formerly  vested  in  the  Territorial 
Board  of  Equalization.*^ 

"All  property  within  the  territorial  limits  of  the  authority 
levying  the  tax,  and  subject  to  taxation,  shall  be  taxed  therein  for 
state,  county,  municipal  and  other  purposes;  provided,  that  the 
State  Board  of  Equalization  shall  determine  the  value  of  all  property 
of  raihroad,  express,  sleeping-car,  telegraph,  telephone  and  other 
transportation  or  transmission  companies,  used  by  such  companies 
in  the  operation  of  their  Unes,  and  shall  certify  the  value  thereof 
as  so  determined  to  the  county  and  mtmidpal  taxing  authorities."*' 

"The  power  to  license  and  tax  corporations  and  corporate 

property  shall  not  be  relinquished  or  suspended  by  the  State  or  any 

subdivision  thereof,"  but  "the  legislature  may,  by  general  law, 

exempt  new  railroads  from  taxation  for  not  more  than  six  years, 

from  and  after  the  completion  of  any  such  railroad  and  branches ; 

such  railroad  being  deemed  to  be  completed  for  the  purpose  of 

taxation,  as  to  any  operative  division  thereof,  when  the  same  is 

opened  for  business  "to  the  public;"  also  "new  sugar  factories, 

smelters,  reduction  and  refining  works,  and  pumping  plants  for 

irrigation  purposes,  and  irrigation  works,  for  not  more  than  six 

years  from  and  after  their  establishment."  * 

"The  property  of  the  United  States,  the  state  and  all <:ounties, 
towns,  cities  and  school  districts,  and  other  municipal  corporations, 
public  libraries,  community  ditches  and  all  laterals  thereof,  all 
church  property,  all  property  used  for  educational  or  charitable 
purposes,  all  cemeteries  not  used  or  held  for  private  or  corporate 
profit,  and  all  bonds  of  the  State  of  New  Mexico,  and  of  the 
counties,  municipalities  and  districts  thereof  shall  be  exempt  from 
taxation.  "^ 

<»  Constitution,  Art.  VIII,  sec.  2. 

6  Ibid.,  Art.  VIII,  sec.  3. 

c  Ibid.,  Art.  VIII,  sec.  5. 

<*  Ibid.,  Art.  VIII,  sec.  9. 

«  Ibid.,  Art.  VIII,  sec.  8, 

/  Ibid.,  Art.  VIII,  sec.  7.  Public  bonds  issued  by  the  State  to  refund  the  debts  of 
the  Territory  and  certain  counties,  exempted  from  taxation.  Laws,  19 12,  chap.  16, 
sec.  27. 
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"All  laws  relating  to  corporations  may  be  altered,  amended  or 
repealed  by  the  legislatm'e,  at  any  time.*'  ^ 

**The  legislature  shall  not  grant  to  any  corporation  or  person, 
any  rights,  franchises,  privileges,  immunities  or  exemptions  which 
shall  not,  upon  the  same  terms  and  under  like  concUtions,  inure 
equally  to  all  persons  or  corporations.'*  * 

**  The  legislature  shall  have  no  power  to  release  or  discharge  any 
county,  city,  town,  school  district  or  other  municipal  corporation 
or  subdivision  of  the  State,  from  its  proportionate  share  of  taxes 
levied  for  any  purpose. "« 

**  Lands  held  in  large  tracts  shall  not  be  assessed  for  taxation  at 
any  lower  value  per  acre  than  lands  of  the  same  character  or 
quality  and  similarly  situated,  held  in  smaller  tracts.  The  plowing 
of  land  shall  not  be  considered  as  adding  value  thereto  for  the 
purpose  of  taxation."*^ 

*'The  legislature  shall  not  pass  local  or  special  laws"  for  ''the 
assessment  or  collection  of  taxes  or  extending  the  time  of  collec- 
tion thereof,"  or  for  "remitting  *  *  *  taxes"  or  "exempting 
property  from  taxation, "  or  "  granting  to  any  corporation  *  *  * 
any  special  or  exclusive  privilege,  immunity  or  franchise."  * 

"There  shall  be  levied  annually  for  state  revenue  a  tax  not  to 
exceed  four  mills  on  each  dollar  of  the  assessed  valuation  of  the 
property  in  the  state,  except  for  the  support  of  the  educational, 
penal  and  charitable  institutions  of  the  state,  pa3anent  of  the  state 
debt  and  interest  thereon." 

"For  the  first  two  years  after  this  constitution  goes  into  efifect 
the  total  annual  tax  levy  for  all  state  purposes  exclusive  of  neces- 
sary levies  for  the  state  debt  shall  not  exceed  twelve  mills;  and 
thereafter  it  shall  not  exceed  ten  mills."  ^ 

Statutes.^ 

General  Property  Tax. 

Domestic  and  foreign  corporations,  unless  exempt,  pay  locally 
the  general  property  tax  for  state  and  local  purposes.  Corpora- 
tions pay  the  tax  but  may  charge  it  to  the  shareholders.* 

A  Constitution,  Art.  XI,  sec.  13. 

*  Ibid.,  Art.  IV,  sec.  26. 

c  Ibid.,  Art.  VIII,  sec.  6.  It  has  been  held  that  a  claim  against  a  county,  though 
reduced  to  judgment,  is  not  freed  from  defects  in  regard  to  the  amount  of  tax  that  may 
be  legally  levied  or  the  purpose  for  which  it  can  be  legally  levied.  Railroads  v.  New 
Mexico,  II  N.  M.,  669  (1903). 

dIbid.,Art.  VIII,  sec.  la. 

<Ibid.,  Art.  IV,  sec.  34. 

/Ibid.,  Art.  VIII,  sec.  4. 

0  Except  as  otherwise  indicated,  the  references  herein  are  to  the  Compiled  Laws 
of  New  Mexico,  1897,  cited  "C.  L. " 

*  C.  L.,  sec.  4025;  Laws,  1913,  chap.  84,  sees.  6,  7.  New  Mexico  v.  Loan  Ass'n.,  10 
N.  M.,  337  (1900). 
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Assessments  are  required  by  statute  to  be  made  at  33  >^  per  cent 
of  actual  cash  value.** 

All  property,  except  that  assessed  by  the  State  Board  of  Equali- 
zation, is  assessed  locally. 

State  rates  applicable  to  the  general  property  tax  are  limited  by 
constitutional  provision.  * 

The  statutory  definition  of  real  estate  includes  lands,  improve- 
ments, mines,  minerals,  and  quarries,  and  all  rights  and  privileges 
appertaining  thereto.  The  statutory  definition  of  personal  prop- 
erty includes  everything,  except  real  estate,  which  is  the  subject  of 
ownership.*^ 

All  property  is  assessed  aimually  in  the  county  where  it  is  situ- 
ated. ^ 

Money  and  credits  are  taxable.  Bona  fide  debts  are  deducted 
from  money  and  credits.  Besides  the  property  of  newly  con- 
structed railroads  in  some  cases,  and  of  manufacturing  plants  in 
certain  lines  of  industry,  property  devoted  to  religious,  charitable, 
school,  library,  and  public  purposes,  that  used  for  agricultural  and 
horticultural  exhibits,  and  a  limited  amount  belonging  to  heads  of 
families,  is  exempt. 
Steam  and  Street  Railroads. 

Domestic  and  foreign  steam  and  street  railroads  pay  locally  the 
general  property  tax  for  state  and  local  purposes.  Under  certain 
conditions,  however,  newly  constructed  railroads  are  exempt  from 
taxation  for  a  period  of  six  years.  * 

Operating  property  is  assessed  by  the  State  Board  of  Equaliza- 
tion, other  property  is  assessed  locally.^ 

The  State  Board  of  Equalization  is  required  to  ascertain  the 
true  value  of  all  property  belonging  to  railroad  companies  and  used 
in  the  operation  of  their  roads  and  then  to  assess  it  as  other  prop- 
erty is  assessed  at  33^^  per  cent  of  such  value.  No  definite  method 
of  determining  the  value  of  this  property  is  prescribed  by  the 

a  Laws,  19 13,  chaps.  81,  84. 

&  See  p.  149. 

cC.  L.,  sec.  4019. 

^  Laws,  1913,  chap.  84. 

<  C.  L.,  sees.  1756,  1761,  3880^3882.  Where  a  raibioad  corporation,  exempted  from 
taxation  for  a  stated  period  in  consideration  of  the  public  benefits  to  be  derived  from 
its  construction  and  operation,  complies  with  the  terms  imposed  by  the  act  exempt- 
ing it  by  constructing  and  putting  into  operation  its  lines  of  railway  within  the  pre- 
scribed period,  such  compliance  with  the  public  benefits  derived  therefrom  is  suffi- 
cient to  support  the  grant  of  exemption.  County  Commissioners  v,  N.  M.  &  S.  P.  R.  R. 
Co.,3N.  M.,  126(1884). 

/  Laws,  1913,  chaps.  81,  84. 
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Statute  nor  does  the  board  reveal  the  method  used  by  it.  For 
convenience,  however,  operating  property  of  raih-oads  may  be 
classified  as  (a)  main  line  and  branch  lines,  which  include  real 
estate  occupied  as  right  of  way,  rails,  ties,  and  all  other  super- 
structures thereon,  together  with  rolling  stock,  tanks,  etc.;  (b) 
pipe  lines  owned  or  used  by  the  railroad ;  and  (c)  all  other  property 
used  in  operation,  such  as  terminal  property,  machine  shops,  etc. 
Main  lines,  branches,  and  pipe  lines  are  assessed  separately  at 
valuations  per  mile.  The  State  Board  of  Equalization  then  certi- 
fies to  the  respective  counties  the  number  of  miles  and  value  of 
main  line,  branch  lines,  and  pipe  lines,  located  in  each.  The 
valuation  of  other  property  is  not  distributed  on  a  mileage  basis 
but  is  certified  directly  to  the  counties  wherein  it  is  located.** 
These  assessments  when  so  certified  are  final  and  form  the  basis 
upon  which  the  general  property  tax  is  computed  for  both  state 
and  local  purposes. 

Express^  Sleeping-Car,  Telephone^  and  Telegraph  Companies. 

Express,  sleeping-car,  telephone,  and  telegraph  companies  pay 
locally  the  general  property  tax  for  state  and  local  purposes  on 
the  value  of  tangible  property  only. 

Assessment  of  property  used  in  the  express,  sleeping-car,  ^  tele- 
phone, and  telegraph  business  is  by  the  State  Board  of  Equali- 
zation. *  Other  property  is  assessed  locally.  The  board  is  bound 
by  no  statutory  rule  in  the  matter  of  making  assessments,  and, 
as  in  the  case  of  railroads,  it  does  not  reveal  its  methods  of  deter- 
mining values. 

a  The  foUowiiig  example  of  the  assessment  of  a  railroad  system  is  taken  from  "  Pio- 
ceedings  of  the  Board  of  Equalization  of  the  State  of  New  Mexico,  January  session, 
1913,"  pp.  5,  7.  This  system  in  New  Mexico  consists  of  287.74  miles  of  main  line 
valued  at  $10,358,640,  or  $36,000  per  mile;  56.37  miles  of  branch  lines  valued  at 
$583,429.50,  or  $10,350  per  mile;  136.32  miles  of  pipe  lines  at  a  total  value  of  $412,424; 
and  other  property  valued  at  $115,000.  The  valuations  apportioned  to  one  of  the 
counties  in  which  the  system  operates  was  as  follows: 
Lincoln  County: 

Main  line  (23.10  miles),  valued  at $831, 6oa  00 

Branch  lines  (21.01  miles),  valued  at 217, 453.  50 

Pipe  lines  (45.29  miles),  valued  at 209. 394. 00 

Other  property 40, 00a  00 

Total  valuation  assigned  to  cotmty z,  298, 447.  50 

ft  No  assessments  are  made  upon  the  cars  of  freight-car  companies.    Interview 
with  state  tax  officials. 
«  Laws,  1913,  chaps.  81,  84. 
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The  valuation  of  the  property  of  express,  sleeping-car,  and 
telephone  companies  assessed  by  the  board  is  apportioned  on 
the  mileage  basis  to  the  various  counties  wherein  they  operate. 
The  valuation  of  the  property  of  telegraph  companies  is  like- 
wise apportioned  to  the  counties  upon  the  basis  of  the  number 
of  miles  therein  of  "pole-line  and  one  wire"  and  "additional 
wires.  *'** 

.Gas,  Water,  Electric-Light,  and  Power  Companies.    . 

Domestic  and  foreign  corporations  of  these  classes  pay  locally  for 
state  and  local  purposes  the  genef  al  property  tax  on  tangible  prop- 
erty only.^    Assessment  is  made  locally. 

Manufacturing,  Mercantile,  and  Miscellaneous  Corporations. 

Domestic  and  foreign  manufacturing  and  mercantile  companies 
pay  the  general  property  tax  assessed  and  collected  locally  for 
state  and  local  pinposes.  Real  estate  and  personal  property, 
including  raw  materials,  finished  products,  merchandise,  tools, 
machinery  and  appliances  are  assessed  where  located.*^  Where  a 
corporation  does  business  in  more  than  one  county,  the  property, 
including  credits,  not  existing  in  or  especially  pertaining  to  the 
business  in,  any  coimty,  is  given  a  situs  for  taxation  purposes  at  the 
principal  place  of  business.^  In  addition  to  the  general  property 
tax,  domestic  and  foreign  mercantile  companies  pay  locally  for 
local  ptuT>oses  a  graduated  annual  license  tax  based  on  the  annual 
amoimt  of  sales.'  Property  used  in  certain  industries  is  exempt 
from  taxation  for  the  first  six  years  of  such  use/ 

<»  A  certain  telegraph  company  having  646.81  miles  of  right  of  way  was  in  1913 
assessed  at  $25  per  mile  on  its  poles  and  first  wire  and  at  $3.33  per  mile  on  each  addi- 
tional mile  of  single  wire.  "Proceedings  of  the  Board  of  Equalization  of  the  State 
of  New  Mexico.  March  session,  1913,"  p.  2. 

^lyaws,  1913,  chaps.  81,  84. 

<:  C.  1,.,  sec.  4025;  Laws,  1913,  chap.  84. 

^'Ibid.,  sec.  4027. 

« Ibid.,  sec.  4^41,  as  amended  Laws,  1903,  chap.  zo6,  and  sec.  4148.  When  the 
annual  sales  are  $3,000  or  less  the  license  is  $5;  from  $3,000  to  $10,000,  $10;  from 
$10,000  to  $20,000,  $20;  from  $20,000  to  $50,000,  $50;  $50,000  to  $75,000,  $75;  $75,000 
to  $100,000,  $100;  over  $100,000,  $150. 

/All  factories,  etc.,  including  machinery,  fixtures,  and  not  exceeding  xoo  acres 
of  real  estate  for  each  factory,  of  certain  industries  (beet  sugar,  broom,  woolen  mills, 
water  power,  cement  and  plaster,  refining  or  reduction  works,  and  water  supply) 
erected  and  operated  after  Mar.  6,  1907,  and  before  Apr.  i,  1909,  are  exempt  from 
taxation  for  six  years  from  and  after  completion.    Laws,  1907,  chap.  za. 
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Mines. 

Mines  and  mining  claims  bearing  precious  or  useful  metals 
are  exempt  from  taxation  for  10  years  from  date  of  location,** 
but  the  net  product  and  surface  improvements  are  subject  to 
the  general  property  tax,  assessed  and  collected  locally  for  state 
and  local  purposes. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  and  foreign  corporations,  of  the 
classes  herein  treated,  when  the  entire  corporate  capital  or  prop- 
erty is  assessed  in  New  Mexico,  are  not  taxed  in  the  hands  of 
holders,  but  the  corporation  having  paid  the  tax  on  its  property 
may  charge  the  amount  of  same  to  its  stockholders. '^  Shares  of 
stock  in  railroads  which  are  exempt  from  taxation  for  a  period  of 
y^ars  after  completion  are  not  taxable  during  the  exempt  period.*^ 
With  these  exceptions  shares  of  stock  and  bonds  of  domestic  and 
foreign  corporations  are  in  theory  taxable  to  holders ;  ^  in  practice, 
however,  a  very  small  amotmt  of  this  class  of  property  is  assessed. 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  considered  are  assessed 
and  taxed  in  practically  the  same  manner  as  similar  domestic  cor- 
porations.' 

o  C.  L.,  sees.  1560,  1756. 

^  Ibid.,  sees.  4018,  4019,  4025.  Shares  of  stock  of  building  and  loan  associations  are 
taxable  under  C.  L.,  sees.  4018,  4019,  and  may  be  assessed  at  their  cash  value  in  the 
name  of  the  corporation,  which,  upon  payment  of  the  tax,  may  charge  the  same  to  the 
individual  owners  thereof  on  the  books  of  the  corporation.  New  Mexico  v.  Loan  Asso- 
ciation, 10  N.  M.,  337  (1900). 

c  County  Commissioners  v.  N.  M.  &  S.  P.  R.  R.  Co.,  3  N.  M.,  126  (1884). 

^C.  L.f  sees.  4019,  4028. 

^Ibid.,  sees.  4025,  4141;  Laws,  1913,  chaps.  81,  84. 
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m.  FINANCIAL  RESULTS. 

Clas&dfication  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  42  per  cent. 

Total  Statb  Rbcbipts,  Taxbs  prom  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  Nov.  30,  igia.o^ 

Total  state  receipts,  all  sources $1, 197, 934.  6a 

State  taxes  from  corporations: 

Railroads  & $156, 80a  91 

Telegraph  and  telephone  companies  ^ 2, 848. 39 

Light  and  gas  companies  & i,  766.  03 

Express  companies 851.  28 

Pullman  Company 2, 864.  23 

Mining  companies  & 5, 691.  66 

Corporation  fees 13, 828.  50 

Bank  shares  & 14, 277.  52 

Bank  fees 60a  00 

Insurance  companies 37, 041.  90 

Total  ascertainable  state  taxes  from  corporations 236,  57a  42 

other  taxes: 

General  property  tax*  (less  $181,384.51  above  estimated) 326, 008. 41 

Total  taxes  for  state  purposes,  all  sources 562, 578. 83 

Receipts  from  sources  other  than  taxes: 

United  States  for  Agricultural  College 50,  oca  00 

Proceeds  from  United  States  forest  reserves 32, 541.  34 

Proceeds  from  United  States  land  sales 10,  587. 31 

Interest  on  deposits 12, 355. 39 

Convict  earnings 34, 413.  07 

Public  land  sales 35, 987.  69 

Sales  of  bonds 204, 466.  20 

Common  school  income  fund loi,  000.  63 

Miscellaneous 154, 004. 16 

Total  receipts  from  sources  other  than  taxes 635, 355.  79 

Total  state  receipts,  all  sources i,  197, 934.  62 

IV.  COMMENTS. 
Historical. 

The  Kearney  Code — a  form  of  government  established  and 
organized  by  the  military  commander  who  conquered  and  occu- 
pied with  his  forces  the  area  which  now  constitutes  the  State  of 

o  Report  of  State  Treasurer,  1912,  p.  14. 

^  Estimated  by  applying  state  rate  of  10  mills  to  the  assessed  value  of  property  as 
furnished  by  state  auditor. 

c  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  practically  impos- 
sible to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated* 
which  are  not  included  in  this  item. 
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New  Mexico — contained  a  chapter  entitled  **  Revenue.'**  This 
chapter  provided  for  taxation  of  the  principal  kinds  of  business 
as  well  as  for  the  taxation  of  all  property.  ^ 

The  Territorial  government  was  established  December  13, 
1850,  and  its  organic  laws  contained  a  provision  that  the  property 
of  nonresidents  shall  not  be  taxed  higher  than  the  property  of 
residents.* 

Prior  to  1867  corporations  were  authorized  by  special  legislation. 
Such  corporations  did  not  exceed  40  in  number.^  In  March, 
1867,  Congress  prohibited  the  legislative  assemblies  of  the  several 
Territories  from  granting  private  charters  or  special  privileges, 
but  they  could  by  general  incorporation  acts  permit  persons  to 
associate  themselves  as  bodies  corporate  for  mining,  manufac- 
turing, and  other  industrial  pursuits,  for  conducting  insurance, 
banks  of  discount  and  deposit,  loan,  trust,  and  guarantee  business, 
for  the  construction  or  operation  of  raihoads,  wagon  roads,  irri- 
gation ditches,  and  the  colonization  and  improvement  of  lands  in 
connection  therewith,  and  for  educational,  religious,  benevolent, 
charitable,  or  scientific  purposes.  * 

The  first  general  incorporation  act  passed  by  the  legislature  of 
the  Territory  of  New  Mexico  became  a  law  in  1867./  Existing 
incorporation  laws  were  thoroughly  revised  in  1905.^ 

The  general  incorporation  statutes  of  the  Territory  of  New 
Mexico  were  said  to  have  been  modeled  upon  the  laws  of  the  State 
of  New  Jersey.*  Charters  were  limited  to  50  years,  but  they 
were  renewable.* 

By  an  act  of  Congress  in  1886,  the  legislature  of  the  Territory 
could  not "  pass  local  or  special  laws  *  *  *  f  or  the  assessement 
and  collection  of  taxes  for  territorial,  county,  township,  or  road 
purposes."^ 

The  principal  acts  passed  by  the  Territorial  legislature  which 
affected  the  taxation  of  corporations    provided    for  taxes  on 

«  This  Code  was  operative  during  the  period  1846-50;  C.  L.  (1897},  p.  86. 
6  Ibid.,  sec.  18,  p.  87. 
c  9  Stat.  L.,  U.  S.,  449. 
^  Legislative  Manual,  1905,  p.  178. 

«  Acts  of  Congress  Mar.  2, 1867,  and  June  10, 187a,  as  amended  by  act  of  July  30, 1886. 
/Laws,  1867-B,  chap.  3. 
ff  Ibid.,  1905,  chap.  79. 

ft  Kanen's  New  Mexico  Corporation  Laws  (preface),  p.  IV;  Legislative  Manual, 
1909  (secretary's  report),  pp.  IX,  X. 
<  Laws,  1889,  chap.  93. 
i  Act  of  July  30,  1886. 
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shares  of  Stock  of  corporations;*  on  gross  receipts  of  express 
and  sleeping-car  companies;*  on  the  excess  of  premiums  over 
losses  and  expenses  of  insurance  companies ;  ^  and  on  businesses  of 
manufacturing  and  selling.  ^  Exemptions,  however,  were  allowed 
to  certain  occupations  and  for  a  time  to  railroads/ 

In  1882  a  State  Board  of  Equalization  was  established /.  By 
the  provisions  of  the  creating  act,  the  governor,  the  territorial  audi- 
tor, and  the  attorney  general  constituted  its  members.  This  board 
was  required  to  meet  annually  for  the  purpose  of  examining  the 
various  assessments  and  for  equalizing  the  rates  of  assessment  in 
the  various  counties.  By  the  provisions  of  the  constitution 
adopted  at  statehood  (19 12)  the  territorial  board  was  replaced 
by  the  present  State  Board  of  Equalization. 

Inequality  of  Assessments. 

The  Secretary  of  State  in  his  1 9 1 2  report  ^  to  the  governor 
states : 

( <  3ie  ♦  9ie  it  must  be  a  self-evident  fact  that  this  state  must 
increase  its  revenues  from  year  to  year.  *  *  *  If  we  would 
avoid  larger  levies  and  the  consequent  increase  of  the  direct  tax 
upon  real  and  personal  property,  we  must  not  only  amend  our 
assessment  laws,  but  must  look  to  other  sources  for  a  revenue 
adequate  to  the  increasing  needs  of  the  State.'' 

The  report  further  states  that  to  raise  a  sum  necesssary  to  meet 
the  fixed  annual  expenses  of  the  State  "  we  are  limited  by  the  con- 
stitution to  a  levy  of  4  mills  upon  the  dollar  which  means  that 
we  must  have  not  less  than  $80,000,000  worth  of  taxable  property, 
in  the  whole  state,  to  draw  this  revenue  from,  if  we  would  avoid 
a  big  deficit  at  the  end  of  every  fiscal  year  of  the  state  adminis- 
tration." He  remarks  that  inequality  of  taxation  is  due  not  to 
the  fact  that  property  is  assessed  too  low  or  too  high,  but  to  the 
fact  that  it  is  assessed  imequally. 

^  Laws,  1882,  chap.  62. 

b  Ibid.,  1891,  chap.  82;  Laws,  1893,  chap.  48. 

c  Ibid.,  1882,  chap.  46. 

<*  Ibid.,  1901,  chap.  108;  Laws,  1903,  chap.  106;  Laws,  1905,  chaps.  107,  115;  Laws, 
1907,  chaps.  8,  25,  33,  59;  Laws,  1909,  chap.  83. 

<  Ibid.,  1878,  chap.  9;  Laws,  1891,  chap.  94;  Laws,  1897;  chap.  4;  Laws,  1907, 
chap.  12. 

/  Laws,  1882,  chap.  62. 

0  Report  of  Secretary  of  State,  1912,  p.  12. 
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In  his  message  to  the  19 13  legislature,  the  governor  treated 
the  subject  of  revenue  and  taxation  at  some  length.  He  called 
attention  to  the  fact  that  while  the  law  provided  for  full  valu- 
ation, property  in  general  was  assessed  at  a  valuation  much 
less  than  true  value  and  that  the  large  property  owners  were 
assessed  at  a  much  smaller  percentage  of  full  value  than  the  small 
property  owner.* 

In  the  proceedings  of  the  State  Board  of  Equalization  held  in 
July,  19 1 3,  attention  is  called  to  the  following  weaknesses  in  the 
State's  assessment  system :  * 

Prior  to  the  present  tax  law  of  191 3  it  was  required  that  prop- 
erty should  be  assessed  at  its  full  value.  While  the  amount  of 
property  in  New  Mexico  has  increased  during  the  last  20  years 
the  percentage  of  assessed  values  has  steadily  decreased.  The 
general  average  of  assessment  declined  to  less  than  25  per  cent 
of  the  real  value,  and  in  one  county  to  18  per  cent. 

When  the  present  law  was  enacted,  legalizing  assessment  at  one- 
third  of  true  value,  it  was  confidently  predicted  that  this  would 
result  in  a  largely  increased  valuation  as  compared  with  the  past, 
and  the  tax  rolls  do  show  an  increase  over  those  of  191 2,  but  nearly 
all  of  that  increase  has  been  due  to  the  action  of  the  board  in  the 
valuation  of  corporate  property  and  only  a  small  part  to  the  opera- 
tions of  the  local  county  officers  charged  with  the  duty  of  assessing 
other  property.  These  conditions  are  theoretically  remediable 
by  the  board,  but  practically  they  are  beyond  its  control.  For 
example,  no  more  than  two-thirds  of  the  cattle  in  New  Mexico 
have  been  assessed,  but  the  board  has  no  safe  way  of  increasing  this 
assessment.  In  the  absence  of  means  of  ascertaining  the  actual 
number  of  cattle  owned  by  individuals  no  increase  can  safely  be 
made  in  the  number  of  cattle  assessed  to  cattle  owners  for  fear  of 
doing  injustice  in  hundreds  of  cases.  The  assessment  of  property 
in  1 9 13,  as  it  appears  on  the  assessment  rolls  rettuned  to  the  state 
board,  emphasizes  the  inadequacy  and  unfairness  of  the  present 
system  and  the  necessity  of  putting  the  whole  subject  under  the 
control  of  a  central  state  authority  through  which  alone  can  uni- 
formity throughout  the  state  be  obtained. 

«*  Ck>vemor*s  Message,  1913,  p.  25. 

&  Proceedings  of  the  State  Board  of  Equalization,  July  session,  1913,  pp-  71-76. 
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WASHINGTON. 

L  GENERAL  VIEW. 
Chief  Features. 

First.  The  application  of  the  general  property  tax  to  all  classes 
of  taxable  property. 

Second.  A  state  privflege  tax  on  gross  receipts  of  express  and 
freight-car  companies,  and  an  annual  license  tax  on  all  corpora- 
tions. 

Third.  The  assessment  of  certain  corporations  by  a  state  central 
board  and  the  apportionment  of  the  valuation  of  **  operating  prop- 
erty "  to  the  various  counties  according  to  the  standard  of  value 
used  in  each. 

General  Property  Tax. 

All  property,  tmless  exempt,  is  subject  to  the  general  property 
tax  paid  locally  for  state  and  local  purposes. 

The  operating  property,  including  franchise,  of  all  railroad  and 
telegraph  companies  is  assessed  by  the  State  Board  of  Tax  Com- 
missioners. All  other  property  of  corporations  is  assessed  locally 
and  in  the  same  manner  as  the  property  of  individuals. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  all  domestic  and  foreign 
corporations  are  subject  to  a  small  annual  license  tax  of  $15  pay- 
able to  the  State  for  state  purposes.  Express  and  freight  car  com- 
panies are  subject  to  a  further  tax  based  on  intrastate  gross  receipts. 
Express  and  freight  car  companies,  however,  have  little  property 
within  the  State  which  is  subject  to  the  general  property  tax. 

Stockholders  and  Bondholders. 

If  the  property  of  the  corporations  herem  considered  is  taxed  in 
the  State,  their  shares  of  stock  are  not  taxable  to  individual 
owners.  Bonds  of  domestic  and  foreign  corporations  are  taxable 
to  the  individual  holders,  but  in  practice  are  not  assessed. 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  considered  are  taxed 
in  practically  the  same  manner  as  similar  domestic  corporations. 
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Administration. 

The  State  Board  of  Tax  Commissioners  consists  of  three  mem- 
bers, appointed  by  the  governor  and  confirmed  by  the  senate,  for 
terms  of  fom*  years.  Its  powers  and  duties  are  as  follows:  To 
assess  and  apportion  to  the  coimties  the  valuation  of  operating 
property  of  steam,  street,  and  electric  railroad  companies,  and 
of  telegraph  and  cable  companies,  and  to  determine  the  taxable 
gross  receipts  of  express  and  freight  car  companies.  It  has 
power  of  supervision  over  the  system  of  taxation  throughout  the 
State  and  over  assessors  and  coimty  boards  of  equalization. 
It  also  has  power  to  enforce  the  inheritance  tax  and  the  intoxi- 
catmg  liquor-license  laws;  to  prescribe  the  necessary  forms  for 
assessments;  to  require  local  officials  to  report  assessments  of 
property  and  the  expenditure  of  public  funds;  to  require  indi- 
viduals and  corporations  to  report  information  as  to  their  capital, 
funded  debts,  earnings,  and  value  of  property;  to  summon  wit- 
nesses to  testify  on  taxation  matters;  to  examine  all  cases  where 
evasion  of  taxation  is  alleged ;  to  investigate  complaints  of  imjust 
taxation ;  to  instruct  cotmty  assessors  at  annual  meetings ;  and  to 
prepare  stiitable  bills  to  carry  into  effect  legislative  changes 
recommended  by  it.     (Code,  sees.  9084-9090,  9141-9181.) 

Like  Oregon,  Washington  employs  a  method  of  equalization 
different  from  that  generally  employed  by  other  States.  The 
State  Board  of  Equalization,  composed  of  the  state  auditor,  com- 
missioner of  public  lands,  and  the  three  members  of  the  State 
Board  of  Tax  Conmiissioners,  equalizes  the  value  of  the  operating 
property  of  railroad,  street  railroad,  and  telegraph  companies,  at 
the  proportion  of  actual  value  at  which  the  general  mass  of  prop- 
erty is  equalized  by  the  coimty  board.  The  value  as  thus  equal- 
ized is  then  distributed  by  the  tax  commissioners  on  a  mileage 
basis  to  the  coimties  entitled  thereto.  After  determining  the  ratio 
of  assessed  to  true  value  of  general  property  for  each  coimty,  the 
general  average  for  the  entire  State  is  computed.  The  amount 
required  to  meet  the  legislative  appropriations  is  then  levied  upon 
each  county  in  that  proportion  which  the  value  of  the  property 
in  the  county,  as  raised  or  reduced  to  the  general  average,  bears 
to  the  total  assessed  value  in  the  State.  Thus,  the  State's  share 
of  the  general  property  tax  is  required  of  each  county  in  specific 
amoimt,  and  the  rate  necessary  to  produce  it  is  determined  by  the 
county  auditor  upon  the  basis  of  values  which  have  been  equalized 
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by  the  county  board,  plus  the  values  of  the  property  of  public- 
service  corporations  apportioned  to  the  county  by  the  tax  com- 
missioners, as  above  described. 

The  cotmty  board  of  equalization,  consisting  of  the  coimty  com- 
missioners, the  county  assessor,  and  the  coimty  treasurer,  meets 
annually  to  adjust  inequalities  in  the  assessment  of  property, 
except  operating  property  of  steam,  street  and  electric  railroad  and 
telegraph  companies. 

The  annual  corporation  license  tax  is  collected  by  the  secretary 
of  state,  the  gross-receipts  tax  by  the  state  treasurer,  and  the 
property  taxes  by  the  local  oflScers.** 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution.  ^ 

**A11  property  in  the  state  not  exempt  under  the  laws  of  the 
United  States,  or  imder  this  constitution,  shall  be  taxed  in  pro- 
portion to  its  value,  to  be  ascertained  as  provided  by  law.  ^ 
*  *  *  The  legislature  shall  provide  by  law  a  uniform  and 
equal  rate  of  assessment  and  taxation  on  all  property  in  the  State, 
according  to  its  value  in  money,  and  shall  prescribe  such  regula- 
tions by  general  law  as  shall  secure  a  just  valuation  for  taxation 
of  all  property,  so  that  every  person  and  corporation  shall  pay  a 
tax  in  proportion  to  the  value  of  his,  her,  or  its  property.  *  *  * 
The  property  of  the  United  States,  and  of  the  State,  coimties, 
school  districts,  and  other  municipal  corporations,  and  such  other 
property  as  the  legislature  may  by  general  law  provide,  shall  be 
exempt  f^om  taxation.^  *  *  *  a  deduction  of  debts  from 
credits  may  be  authorized."  * 

a  Sources  of  revenue  in  Washington: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  poll  tax;  (c)  business 
taxes  and  licenses. 

County. — (a)  General  property  tax;  (b)  business  taxes  and  licenses. 

State. — (a)  General  property  tax;  (6)  inheritance  tax;  (c)  annual  corporation  excise 
taxes  and  license  fees;  (d)  license  tax  on  insurance  companies;  (0)  business  taxes  and 
licenses;  (/)  fines,  fees,  etc. 

b  Except  as  otherwise  indicated  references  are  to  the  constitution  of  the  state  as 
contained  in  Vol.  I,  Remington  and  Ballinger's  Annotated  Codes  and  Statutes  of 
Washington,  19 10. 

c  Constitution,  Art.  VII,  sec.  i. 

<«Ibid..Art.  VII,  sec.  2. 

"This  reqtiirenient  is  not  of  tmiform  methods  of  assessment.  The  legislature  must 
prescribe  the  regulations  for  ascertainment  of  the  value  of  property  and  it  may  pxovide 
different  regulations  for  the  assessment  of  different  classes  of  property,  and,  if  not 
restricted  by  constitutional  provisions,  the  legislature  may  impose  taxes  on  one  class 
of  pfx>perty  and  completely  exempt  another  class  of  property  from  taxation.  »  *  * 
Further,  to  satisfy  the  rule  of  uniformity,  if  a  portion  of  any  class  of  property  is  exempt 
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"For  all  corporate  purposes,  all  municipal  corporations  may 
be  vested  with  authority  to  assess  and  collect  taxes,  and  such 
taxes  shall  be  uniform  in  respect  to  persons  and  property  within  the 
jurisdiction  of  the  body  levying  the  same.^ 

''The  rolling  stock  and  other  movable  property  belonging  to 
any  railroad  company  or  corporation  in  this  state  shall  be  con- 
sidered personal  property,  and  shall  be  liable  to  taxation  and  to 
execution  and  sale  in  the  same  manner  as  the  personal  property 
of  individuals,  and  such  property  shall  not  be  exempted  from 
execution  and  sale. "  ^ 

The  legislature  is  required  to  "  provide  by  general  law  for  the 
assessing  and  levying  of  taxes  on  all  corporation  property  as  near 
as  may  be  by  the  same  methods  as  are  provided  for  the  assessing 
and  levying  of  taxes  on  individual  property.*  *  *  *  'The 
power  to  tax  corporations  and  corporate  property  shall  not  be 

from  taxation  the  whole  classof  such  property  must  be  exempt. ' '  The  Pacific  National 
Bank  of  Tacoma  v.  Pierce  County,  20  Wash.,  675,  683  (1899). 

"A  tax  on  occupation,  business,  etc.,  is  not,  in  legal  contemplation,  a  tax  on  prop- 
erty, which  falls  within  the  inhibition  imposed  by  the  usual  constitutional  provisions 
in  relation  to  uniformity  of  taxation;  and,  in  consideration  of  the  fact  that  the  State 
constitution  is  a  limitation  upon  the  actions  and  powers  of  the  legislature  instead  of 
a  grant  of  power,  *  ^  *  the  power  of  the  legislature  to  tax  trades,  professions  and 
occupations  is,  in  the  absence  of  constitutional  restriction,  a  matter  within  its  absolute 
control  and  resting  entirely  in  sound  legislative  discretion.''  Fleetwood  v.  Reed, 
21  Wash.,  547,  555  (1899). 

"The  use  of  the  expression  'other  property'  *  *  *  was  as  a  matter  of  caution, 
on  the  supposition  that  the  special  enumeration  might  not  have  embraced  all  public 
property.  *  *  *  It  is  not  imreasonable  to  conclude  that  *  *  *  they  had  also 
reference  to  property  which  is  of  quasi  public  nature  and  which  it  has  been  customary 
for  leglslatiu'es  to  exempt  from  taxation,  such  as  charitable  institutions,  public 
libraries,  cemeteries  and  a  similar  class  of  properties.  *'  A  law  exempting  each  person 
from  taxation  of  personal  property  to  not  exceeding  $500,  and  also  improvements  on 
land  to  a  like  amount,  was  declared  imconstitutional,  as  not  being  within  the  power 
of  the  legislature  to  exempt  "other  property."  State  ex  rel.  Chamberlain  v.  Daniel, 
17  Wash.,  Ill,  121  (1897). 

<  Constitution,  Art.  VII,  sec.  2. 

"  Equality  and  tmiformity  in  taxation  require  that  individuals  in  classes  be  treated 
alike,  and  while  it  may  be  stated  generally  that  imder  this  provision  a  wide  discretion 
is  given  to  the  legislature  in  laying  taxes  on  classes  of  property  and  persons,  yet  there 
must  be  uniformity  in  the  application  of  the  rule  adopted  for  the  class  among  individ- 
uals, and  property  of  the  same  character  in  the  class.  *  *  *  'money 'is  not  included 
in  any  authorized  definition  of  the  word  'credits.'  It  is  tangible  personal  property, 
and  the  legislature  could  not  extend  the  proviso  in  section  2  of  article  7  of  the  consti- 
tution *  *  *  to  add  money  to  credits  from  which  a  deduction  of  debts  could  be 
made."    Pullman  State  Bank  v.  Manring,  18  Wash.,  250,  254  (1897). 

/  Constitution,  Art.  VII,  sec.  9. 

ff  Ibid.,  Art.  XII,  sec.  17. 

h  Ibid.,  Art.  VII,  sec.  3. 
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surrendered  or  suspended  by  any  contract  or  grant  to  which 
the  state  shall  be  a  party.'* « 

*'The  legislature  may  vest  the  corporate  authorities  of  cities, 
towns,  and  villages  with  power  to  make  local  improvements  by 
special  assessment,  or  by  special  taxation  of  property  benefited."'' 

"No  law  granting  irrevocably  any  privilege,  franchise,  or 
immunity  shall  be  passed  by  the  legislature.'**' 

No  foreign  corporation  ''shall  be  allowed  to  transact  business 
within  the  state  on  more  favorable  conditions  '*  than  domestic.*' 

*%ands  belonging  to  citizens  of  the  United  States  residing 
without  the  limits  of  this  state  shall  never  be  taxed  at  a  higher 
rate  than  the  lands  belonging  to  residents."* 

"The  legislature  is  prohibited  from  enacting  any  private  or 
special  laws  *  *  *  for  assessment  or  collection  of  taxes,  or 
for  extending  the  time  of  collection  thereof."  ^ 

"No  county,  nor  the  inhabitants  thereof,  nor  the  property 
therein,  shall  be  released  or  discharged  from  its  or  their  propor- 
tionate share  of  taxes  to  be  levied  for  state  purposes,  nor  shall 
commutation  for  such  taxes  be  authorized  in  any  form  whatever."^ 

"The  legislature  shall  have  no  power  to  impose  taxes  upon 
counties,  cities,  towns,  or  other  municipal  corporations,  or  the 
inhabitants  or  property  thereof,  for  county,  city,  town,  or  other 
municipal  purposes,  but  may  by  general  laws  vest  in  the  corporate 
authorities  thereof  the  power  to  assess  and  collect  taxes  for  such 
purposes."  * 

Statutes.  * 
General  Property  Tax. 

Domestic  and  foreign  corporations,  tmless  exempt,  pay  locally 
the  general  property  tax  for  state  and  local  purposes.  ^ 

All  taxable  property  is  assessable  at  not  more  than  50  per  cent 
of  its  true  value  in  money.  True  value  in  money  is  defined  by 
statute  as  that  value  at  which  property  would  be  taken  in  payment 

^  Constitution,  Art.  VII,  sec.  4. 
6  Ibid.,  Art.  VII,  sec.  9. 
c  Ibid.,  Art.  I,  sec.  8. 
<*  Ibid.,  Art.  XII,  sec.  7. 
«  Ibid.,  Art.  XXVI,  sec.  2. 
/Ibid.,  Art.  II,  sec.  28. 
if  Ibid.,  Art.  XI,  sec.  9. 
A  Ibid.,  Art.  XI,  sec.  12. 

^  Except  as  otherwise  indicated,  references  herein  are  to  Kemington  and  Ballinger's 
Annotated  Codes  and  Statutes  of  Washington,  19 10,  two  volumes. 
iCode,  sec.  9091. 
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of  a  just  debt  from  a  solvent  debtor.*  All  property,  except  that 
assessed  by  the  State  Tax  Commission,  is  assessed  locally.  The 
statutory  definition  of  real  property  includes  lands,  all  rights  and 
privileges  belonging  thereto,  and  improvements,  except  the 
classes  of  improvements  named  below.  *  The  statutory  definition 
of  personal  property,  besides  the  usual  articles,  includes  improve- 
ments on  lands,  the  fee  of  which  is  still  in  the  United  States,  this 
State,  or  any  railroad  company,*^  standing  timber  held  or  owned 
separately  from  the  land,  and  rights  in  fishing  locations.^ 

Real  property  is  assessed  biennially  and  personal  property 
axmually.  * 

The  rate  limitation  for  general  state  piuposes  is  3  mills;  for 
coimty  indebtedness,  5  mills;  for  county  current  expenses,  8 
mills;  for  school  purposes  with  certain  exceptions,  8  mills;  and  for 
general  road  and  bridge  purposes,  4  mills./ 

Personal  property  of  individuals,  as  a  rule,  is  assessed  and  taxed 
in  the  coimty  where  the  owner  or  agent  resides.^  Personal  prop- 
erty of  a  corporation,  except  the  operating  property  of  telegraph 
companies,  is  assessed  at  the  principal  place  of  business  in  the 
State,  but,  if  the  corporation  has  no  fixed  place  of  business  in 
the  State,  it  is  assessed  where  the  business  is  transacted.^  The 
situs  of  the  operating  property  of  telegraph  companies  is  by 
statute  made  the  capital  of  the  State.*  Lumber  and  saw  logs  are 
assessed  and  taxed  in  the  district  where  they  are  situated  on  assess- 
ment day.* 

a  Laws,  1913,  chap.  140. 

Real  property  on  which  there  is  a  mine  or  quarry  is  to  be  valued  at  such  a  price  as 
such  property,  including  the  mine  or  quarry,  would  bring  at  a  fair  voluntary  sale  for 
ca^.    Ibid. 

The  action  of  the  assessor  and  the  board  of  equalization  as  to  an  assessment  upon 
personal  property  is  final  in  the  absence  of  fraud  or  malice  on  their  part.  Baker  v. 
King  Cotmty,  17  Wash.,  622  (1897). 

bCodc,  sec.  9092. 

Tide  lands  held  under  contract  of  ptu-chase  from  the  State,  with  the  improve- 
ments thereon,  are  taxable  as  real  property.  Grays  Harbor  Co.  v.  Chehalis  County, 
23  Wash.,  369  (1900). 

cCode,  sec.  9093. 

^  Laws,  191 1,  chap.  24. 

<Code,  sec.  9101. 

/Ibid.,  sees.  5590, 9212, 9213.    See  Opinionsof  the  Attorney  General,  1911-12,  p.  150. 

^Ibid.,  sec.  9121. 

*Ibid.,  sec.  9176. 

<Ibid.,  sec.  9096. 
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Moneys  are  taxable;  credits  are  exempt.  Statutory  provision 
was  made  for  the  exemption  of  both,  but  by  judicial  decision 
moneys  were  declared  taxable.  ^ 

In  addition  to  the  exemptions  of  credits,  cemeteries,  certam 
property  devoted  to  religious,  charitable,  school,  library,  and 
public  purposes,  fruit  trees,  forest  trees  artificially  grown,  vessels 
in  course  of  construction,  and  a  limited  amount  of  property 
belonging  to  heads  of  families,  are  exempt.  ^ 

Railroad  and  Telegraph  Companies. 

All  property  of  steam,  street,  suburban,  and  interurban  rail- 
roads, and  of  telegraph  companies,  is  taxed  locally  for  state  and 
local  purposes  at  the  rates  applicable  to  general  property  in 
the  particular  counties  where  located.  In  addition,  these  com- 
panies pay  to  the  State  for  state  pmposes  an  annual  license  tax 
of  $15.^ 

The  term  ''railroad,"  as  used  herein,  includes  every  kind  of 
street  railway,  suburban  or  mterurban  railroad,  or  terminal,  or 
bridge  company,  operated  for  railroad  purposes/  and  the  term 
"operating  property"  includes  franchise,  right  of  way,  roadbed, 
tracks,  terminals,  rolling  stock,  and  all  other  real  and  personal 
property  used  in  the  operation  of  railroads;*  also  all  franchises, 
rights  of  way,  poles,  wire,  cables,  devices,  appliances,  instruments, 
equipment,  and  all  other  real  and  personal  property  used  in  the 

«  Code,  sec.  9093. 

"It  will  be  seen  that  the  items  specified  (Code,  sec.  9093)  *  *  *  which 
shall  not  be  considered  as  property  for  the  purposes  of  assessment  and  taxation,  may 
all  be  classified  as  'credits, '  except  the  item  '  moneys. '  So  far  as  credits  are  con- 
cerned, if  it  is  demonstrable  that  the  total  wealth  of  the  State  can  be  once  taxed 
without  the  taxation  of  credits  in  any  form,  we  think  the  constitution  is  satisfied 
without  the  taxation  of  credits.  *  *  *  To  tax  both  this  right  and  the  property 
which  it  represents  is  clearly  double  taxation.  ^  *  *  At  this  point  it  is  proper  to 
remark  that  we  think  moneys  can  not  properly  be  classified  with  credits  as  is  done  in 
the  statute  of  1907.  Money  *  *  *  possesses  such  value  by  way  of  immediate 
purchasing  or  exchange  powers  as  *  *  *  clothes  it  with  the  dignity  of  property 
*  *  *.  We,  therefore,  think  that  the  proviso  in  question  must  be  held  to  be  inop- 
erative so  far  as  money  is  concerned,  since  to  exempt  it  from  taxation  would 
amount  to  a  palpable  effort  to  avoid  the  taxation  of  all  property.''  State  ex  rel. 
Wolfe  V.  Parmenter,  50  Wash.,  164  (1908). 

b  Code,  sec.  9098. 

c  Ibid.,  sec.  3714. 

<IIbid.,  sec.  9142;  Laws,  19x1,  chap.  117,  sec.  8. 

«  Ibid.,  sec.  9142. 

A  gravel  pit  adjoining  the  right  of  way,  and  materials  stored  on  lots  were  assessed 
as  operating  property.  Real  estate  held  for  futtu*e  use,  and  amusement  parks,  were 
assessed  locally  as  nonoperating  property.    (Interview,  county  tax  officials,  January, 

1913) 
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Operation  or  conduct  of  the  telegraph  busmess.**  Railroad  right 
of  way,  with  tracks,  buildings,  and  other  structures  thereon,  used 
in  operation,  is  assessable  as  real  estate.  Rolling  stock  and  other 
movable  property  of  railroads,  and  all  operating  property  of 
street-railway  and  telegraph  companies,  mcluding  rights  of  way, 
is  assessed  as  personalty.  ^ 

The  State  Board  of  Tax  Commissioners,  after  deducting  the 
value  of  property  locally  taxed,  is  by  statute  required  to  assess 
the  operating  property  of  railroads  at  a  valuation  which  shall  not 
be  less  than  its  market  value  as  determined  by  the  Public  Service 
Commission    (or    its    predecessor,    the    Railroad    Commission).*' 

fl  Code,  sec.  9172. 

6  Ibid.,  sees.  9152,  9176;  Laws,  191 1,  chap.  21. 

c  Laws,  191 1,  chap.  117,  sec.  92;  and  Code,  sec.  9147. 

Raihoad  Commission  in  1909  determined  the  market  value  of  railroad  property  in 
Washington  on  the  basis  of  all  elements  that  would  be  taken  into  consideration  by  a 
purchaser.    "  Findingsof  facts  by  the  Railroad  Commission  of  Washington,  1909, "  p.  13. 

The  Spokane  &  I.  E.  R.  Co.  sought  to  have  the  valuation  placed  upon  its  operating 
property  by  the  State  Board  of  Tax  Commissioners  and  the  State  Board  of  Equaliza- 
tion-in  the  year  191 1  decreed  to  be  unwarranted,  arbitrary,  and  illegal  in  amount;  to 
have  the  coimty  treasurer  of  Spokane  Cotinty  enjoined  from  collecting  taxes  computed 
on  such  valuations  and  to  compel  the  county  treasurer  to  accept  payment  of  taxes  on  a 
less  valuation.  The  Tax  Commissioners  valued  the  complainants^  property  in  1910 
at  16,500,398;  the  Public  Service  Commission  valued  this  property  in  191 1  at  $12,500,- 
000;  and  the  State  Board  of  Equalization  and  the  State  Tax  Commission  adopted  the 
latter  valuation  for  191 1  assessment. 

Sec.  9141  of  Remington  and  Ballinger's  Code  provides  for  the  valuation  of  railroad 
property  for  taxation  purposes  by  the  State  Board  of  Tax  Commissioners.  Laws  of 
191 1,  chap.  117,  created  the  Public  Service  Commission  with  authority  to  value  the 
property  of  all  public-service  corporations  and  provided  that  its  findings  ^all  be  con- 
clusive evidence  of  the  facts  therein  contained  in  all  actions,  proceedings,  or  hearings 
in  which  the  State,  county,  etc.,  is  interested  and  that  nothing  less  than  the 
market  value  shall  be  fixed  for  taxation  purposes.  The  lower  court  sustained  a  de- 
murrer interposed  by  the  county  and  its  treastu'er  to  the  plaintiff's  complaint,  and 
judgment  of  dismissal  was  entered  accordingly.  Upon  an  appeal  the  court  held  that 
the  State  Board  of  Tax  Commissioners  may,  and  it  is  its  duty  to  fix  the  value  of  railroad 
property  for  taxation  purposes,  and  such  will  be  controlling  until  a  finding  is  made  by 
the  Public  Service  Commission;  but  when  such  finding  is  made  by  the  Public  Service 
Commission,  the  finding  of  the  Board  of  Tax  Commissioners  must  give  way.  Also  the 
legislature  can,  under  the  constitutional  taxation  provisions  of  this  State,  permit  cer- 
tain classes  of  property  to  be  assessed  at  one  time  and  other  classes  at  another  time — 
railroad  property  atone  time,  and  general  property  at  another. 

The  State  Board  of  Equalization  by  the  seemingly  mandatory  language  of  the  Public 
Service  Commission  law  of  1911  (Laws,  1911,  chap.  117),  sec.  92,  declaring  the  conclu- 
sive effect  of  a  finding  of  value  of  corporate  property  by  the  Public  Service  Commis- 
sion, is  not  deprived  of  the  power  to  equalize  the  value  of  property  of  a  railroad  after 
such  finding,  with  other  property  in  the  State,  even  by  finally  reducing  such  value. 
Spokane  &  I.  E.  R.  Co.  v.  Spokane  County  et  al.,  75  Wash.,  72  (1913).  See  also 
State  ex  rel.  v  State  Board  of  Equalization,  75  Wash.,  90  (1913);  and  State  ex  rel. 
Oregon- Washington  R.  &  Nav.  Co.  v.  Clausen  et  al.,  75  Wash.,  698  (19 13).  See  also 
State  ex  rel.  Oregon  R.  R.  &  Nav.  Co.  v.  Clausen,  63  Wash.,  535  (1911). 
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No  fixed  rule  is  used  by  the  State  Board  of  Tax  Commissioners 
in  valuing  operating  property.  In  some  instances  it  employs  the 
stock-and-bond  method;  in  others,  the  capitalization  or  net- 
earnings  method;  and,  in  still  others,  it  considers  the  results  of 
both." 

For  the  purpose  of  apportionment,  operating  property  is  clas- 
sified as  **main  line"  and  ** branches."  These  chief  divisions 
are  further  classified  as  main  track,  second  main  track,  sidings, 
etc.  The  valuation  of  operating  property  is  reduced  to  a  mileage 
basis,  and  the  number  of  miles  and  the  value  per  mile  of  the 
various  kinds  of  main  line  and  branches  are  reported  according 
to  coimties  to  the  State  Board  of  Equalization.  The  valuations 
per  mile  are  then  equalized  separately  for  each  county,  namely, 
by  reducing  them  to  the  proportion  of  actual  value  at  which  the 
general  property  in  the  county  is  equalized  by  the  county  board. 
The  equalized  valuations  per  mile  and  the  mileage  in  the  county 
are  certified  by  the  Tax  Commission  to  the  county  auditor,  who 
makes  a  like  apportionment  to  the  minor  taxing  districts.** 

The  same  rates  as  apply  to  other  property  in  the  county  are 
then  appUed  to  railroad  property. 

The  property  of  street  railway  and  telegraph  companies  is  sub- 
ject to  the  same  methods  of  assessment  and  equalization  as  the 

^  Interview  with  state  tax  officials,  January,  1913. 

^  Code,  sees.  9150,  9151 .  Third  Biennial  Report,  State  Board  of  Tax  Commissioners, 
1911,  p.  10. 

The  following  table  taken  from  the  Proceedings  of  the  State  Board  of  Equalization 
(1912,  p.  41)  shows  the  classification  of  tracks,  ratio  of  assessed  to  actual  value,  the 
mileage,  the  actual  and  equalized  value  per  mile  of  real  and  personal  property, 
and  the  total  value  per  mile  of  operating  property  of  a  certain  railroad  as  certified 
to  a  particular  county: 


Classification. 

Ratio 

of 
ass'd 

to  ac- 
tual 

value. 

Mile- 
age. 

Real      property — 
Rightofwayand 
tracks,  value  per 
mile. 

Personal  property — 
Equipment     and 
rolling  stock,  value 
per  mile. 

Total  value  per 
mile. 

Actual. 

Equal- 
ized. 

Actual. 

Equal- 
ized. 

Actual. 

Equal- 
ized. 

Mfttn  Ime . .   .   . 

Per  cent. 
46.81 

Main  track  . 

34 
xo 
18 

2a 

7 

I67.099 
20,109 
13,406 

43*569 
6,703 

I31.383 
9«4Z5 
6,277 

20,399 
3»138 

fc.603 
i,68x 
1,121 

3»64a 
560 

$21623 
787 
5*5 

x,70S 
262 

$72. 632 
ax, 790 
M.5a7 

47»axx 
7*a63 

li34iOo6 
10,202 

SMincff 

6,802 

22,104 

3i4oo 

Brandi  lines: 

Main  track 

S*din(Rr 

Total 

91 

150,8x6 

70,6x2 

X2,6o7 

S»902 

z63»4a3 

76,514 
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property  of  railroads.     The  apportionment  of  telegraph  property 
is  based  on  the  number  of  miles  of  single  wire  in  each  county.  • 

Every  railroad  and  telegraph  company  doing  business  in  the 
State  is  required  to  file  with  the  State  Board  of  Tax  Commis- 
sioners atmual  reports  in  such  form  as  the  board  may  prescribe, 
showing,  among  other  items,  the  total  number  of  shares  of  au- 
thorized, issued  and  outstanding  capital  stock,  the  funded  debt, 
the  detailed  statement  of  bonds  and  securities,  the  mileage  of 
track,  or  wire,  and  such  other  information  as  the  company  may 
deem  material  to  a  proper  assessment  of  the  property.  ^ 

Express  and  Freight  Car  Companies. 

Express  companies  pay  to  the  State  for  state  purposes  a  tax  of 
5  per  cent,  *^  and  freight-car  companies  a  tax  of  7  per  cent,^  on  gross 
receipts  from  business  beginning  and  ending  within  the  State. 
In  addition,  they  pay  to  the  State  for  state  purposes  an  annual 
license  tax  of  $15,^  and  they  are  subject  to  local  assessment  for 
state  and  local  purposes  on  any  tangible  property,  except  cars, 
which  may  be  owned  by  them  in  the  State.^ 

The  gross-receipts  taxes  are  denominated  "excise  or  privilege" 
taxes.  The  amoimt  of  gross  receipts  for  business  done  within  the 
State  is  determined  from  annual  statements  filed  by  the  com- 
panies with  the  State  Board  of  Tax  Commissioners,  and  these  may 
be  verified  by  examination  of  the  companies'  books.  Among  the 
items  reported  are  the  entire  receipts  for  business  done  within  the 
State,  namely,  all  sums  earned  or  charged,  whether  actually  re- 

a  Code,  sees.  9i6<^i8i. 

"A  corporation  doing  an  interstate  business  tinder  a  Federal  franchise  must,  like  the 
domestic  concern,  subject  all  its  property  to  the  taxing  power  of  the  State;  *  *  * 
a  franchise  tax  arbitrarily  levied  can  not  be  sustained,  because  it  may  result  in  the 
interruption  of  the  functions  or  conveniences  of  government;  *  *  *  the  property 
of  such  corporation  may  be  taxed  by  the  State  upon  a  valuation  fixed  with  reference 
to  its  use  and  earning  power,  and  although  the  right  to  do  business  be  called  a  fran- 
chise, it  may  be  included  as  an  element  in  fixing  value;  *  *  *  courts  will  not 
then,  in  the  absence  of  fraud,  inquire  into  the  methods  adopted  by  the  State  in  arriv- 
ing at  such  valuation;  *  *  *  such  methods  of  taxing  corporations  holding  a  Fed- 
eral franchise  are  sanctioned  by  the  courts  upon  the  theory  of  a  property  tax,  notwith- 
standing the  value  of  the  franchise  is  considered  as  an  element  in  fixing  such  valusr 
tion."    Western  Union  Telegraph  Co.  v.  I^akin,  53  Wash.,  326  (1909). 

^  Ibid.,  sees.  9145,  9169. 

c  Ibid.,  sees.  9161-9168. 

*  Ibid.,  sees.  9153-9160. 

<Ibid.,  sec.  3714. 

/  Ibid.,  sees.  9122,  9159, 9167;  also  interview  with  state  tax  officials,  January,  19x3. 
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ceived  or  not,  and  the  proportion  of  gross  receipts  for  business 
done  within  the  State  in  connection  with  other  companies.^ 

Navigation  Companies. 

Navigation  companies  are  taxed  locally  for  state  and  local  pur- 
poses tmder  the  general  property  tax.  In  addition,  incorporated 
navigation  companies  pay  to  the  State  for  state  purposes  an  an- 
nual license  tax  of  $15.* 

Vessels  registered  within  the  State  and  used  exclusively  in  inter- 
state or  international  trade  are  not  subject  to  taxation  in  Wash- 
ington;^ if  used  exclusively  in  intrastate  trade,  they  are  assessed 
under  the  general  property  tax  in  the  county  where  the  owner  or 
agent  resides.^  Vessels  registered,  licensed,  or  enrolled  out  of,  and 
plying  in  whole  or  in  part  in  the  waters  of  Washington,  are  assessed 
according  to  the  value  of  the  respective  shares  owned  in  this 
State  and  in  the  coimty  in  which  the  owner  or  agent  resides.* 
Boats  and  small  craft  not  required  to  be  registered  are  assessed 
in  the  county  where  kept./  Vessels  tmder  construction  and 
materials  set  apart  to  be  used  in  completing  such  vessels  are 
exempt  from  taxation.^ 

Telephoney  Electric-Lighty  GaSy  and  Water  Companies. 

The  property,  real  and  personal,  of  telephone,  electric-light,  gas, 
and  water  companies,  is  taxed  locally  for  state  and  local  purposes 
at  the  rates  applied  to  the  general  property  in  the  county  where  it 
is  located.*  In  addition,  these  companies  pay  to  the  State  for 
state  purposes  an  annual  license  tax  of  $15.' 

a  Code,  sees.  9162,  9154. 

ft  Ibid.,  sees.  3714,  9093,  9122. 

^Ibid.,  sec.  9093. 

<IIbid.,  sec.  9122. 

Ocean-going  tugs,  though  registered  at  a  foreign  port  and  owned  by  a  foreign  cor- 
poration, which  alleged  payment  of  taxes  thereon  at  port  of  registry,  are  taxable  at 
their  situs  in  this  State,  if  they  are  "permanently  here  transacting  local  business." 
Northwestern  Lumber  Co.  v.  Chehalis  County,  25  Wash.,  95,  103  (1901). 

A  steam  dredger  engaged  for  definite  periods  of  time  where  work  is  being  done, 
though  a  seagoing  vessel,  was  held  not  engaged  in  commerce  on  the  high  seas,  but  sub- 
ject to  taxation  at  its  temporary  situs  in  the  State.  North  American  Dredging  Co.  v, 
Taylor,  56  Wash.,  565  (19 10). 

«Code,  sec.  9x22. 

/Ibid. 

Dredges  having  no  propelling  power  and  employed  in  harbor  work  in  the  State  are 
taxable  under  this  provision  while  within  the  State,  though  owned  by  a  foreign 
corporation.    McRae  v.  Bowers  Dredging  Co.,  90  Fed.  Rep.,  360  (1898). 

^Code,  sec.  9098,  subdiv.  6. 

A  Ibid.,  sees.  9091,  9ii7>  9123,  9128,  9169. 

<Ibid.,  sec.  3714. 
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The  county  assessor  determines  the  valuation  of  the  property, 
including  franchises,  of  these  companies,**  The  methods  em- 
ployed in  assessing  the  property  of  these  companies  vary  in  the 
different  counties.  In  some,  the  net-eammgs  method  and  the 
stock-and-bond  method  are  used,  and  in  others  reliance  is  placed 
upon  an  assessment  of  wires,  poles,  instriunents,  etc.*  However, 
when  the  Public  Service  Commission  of  the  State  has  made  a  valu- 
ation of  the  property  of  a  public  utility  company,  no  value  which 
is  less  than  the  market  value  found  by  it  can  be  taken  as  the  full 
value  for  assessment  purposes.*^ 

Personal  property,  including  franchises,  pipes,  etc.,  is  taxable 
in  the  town  or  city  where  located.** 

Each  such  company  is  required  to  make  an  annual  report  to  the 
county  assessor,  giving  the  value  of  its  shares  of  stock,  indebted- 
ness (except  for  current  expenses),  length  of  lines,  total  assessed 
value  of  tangible  property  in  the  State,  value  of  franchises,  gross 
income,  number  of  poles  per  mile,  and  number  of  wires;  and  ejich 
electric-light  company  must,  in  addition,  report  the  kind  of  lights 
and  the  number  of  each  supplied,  the  value  of  its  electric  plant, 
and,  if  the  ground  is  leased,  the  value  of  the  plant  separate  from 
the  ground.* 

a  The  right  to  use  streets,  highways,  alleys,  and  avenues  of  the  city  over  which  to 
transmit  and  convey  power  and  light  to  customers  is  a  valuable  franchise  which  it  is 
proper  to  assess  and  tax,  notwithstanding  there  is  no  statute  specifically  providing  a 
method  of  ascertaining  the  value  of  franchises.  Commercial  Electric  Light  &  Power 
Co.  V.  Judson,  31  Wash.,  49  (1899). 

The  separate  listing  and  tajdngof  the  capital  stock  of  a  corporation  and  its  real  and 
personal  property,  where  the  capital  stock  is  all  invested  in  the  real  and  personal 
property,  is  double  taxation,  and,  therefore,  illegal  in  the  absence  of  specific  legis- 
lation authorizing  it.  The  court  said,  however,  that  "in  the  absence  of  corporate 
franchises  and  privileges  and  intangible  property,  the  assessor  may  properly  examine 
the  amount  and  value  of  the  capital  stock,"  and  that  "it  has  been  repeatedly  deter- 
mined that  the  corporate  franchises  must  be  assessed  to  the  corporation."  Lewiston 
Water,  etc.,  Co.  v.  Asotin  Coimty,  24  Wash.,  371  (1901). 

The  franchises  of  an  electric-light  company  may  be  valued  and  assessed  for  taxation 
purposes.    Edison  Electric,  etc.,  Co.  v.  Spokane  County,  22  Wash.,  168  (1900). 

The  right  to  establish  and  maintain  a  boom  upon  a  stream  which  is  declared  a  public 
highway  and  to  collect  tolls  for  logs  and  timber,  is  a  privilege  and  franchise  which  is 
valuable  and  may  be  included  in  the  assessment  of  its  personal  property.  Chehalis 
Boom  Co.  V.  Chehalis  Co.,  24  Wash.,  135  (1901). 

h  Interview  with  local  assessors,  January,  1913. 

<:Laws,  1911,  chap.  117,  sec.  92. 

<*  Code,  sees.  9117,  9133- 

«  Ibid.,  sees.  9117,  9133*  9128,  9169. 
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Manufacturing  and  Mercantile  Corporations. 

Manufacturing  and  mercantile  corporations  are  taxed  locally  for 
state  and  local  purposes  on  the  value  of  their  tangible  property. 
In  addition,  they  pay  to  the  State  for  state  and  local  purposes 
an  annual  license  tax  of  $15."*  Manufactturers  are  assessed  on 
real  property,  on  products  on  hand,  and  on  engines  and  machinery 
used  in  their  business.*  Merchants  are  assessed  on  all  property 
pertaining  to  their  business,  including  goods  consigned  from 
without  the  State.*^  The  personal  property  of  these  companies 
is  listed  in  the  town  or  place  where  their  business  is  carried  on.** 

In  addition  to  paying  a  general  property  tax,  persons  engaged 
in  canning  salmon  are  required  to  pay  to  the  State  for  state  pur- 
poses annual  licenses  ranging  from  $100,  when  packing  less  than 
10,000  cases,  to  $1,000,  when  packing  from  90,000  to  100,000 
cases.  The  rate  is  based  upon  the  number  of  cases  packed  during 
the  preceding  year.  New  canneries  pay  a  license  of  $250  until 
the  extent  of  their  packing  is  definitely  known. 

Canners  operating  on  the  Columbia  River  pay  twice  the  sum 
indicated  above '  for  the  spring  portion  of  the  pack  put  up  prior 
to  August  26.  An  annual  license  fee  of  90  cents  per  ton,  but  not 
less  than  $2.50  per  annum  in  any  case,  is  paid  by  persons,  other 
than  canners,  engaged  in  the  business  of  bu3dng,  selling,  pre- 
serving, or  dealing  in  salmon.^ 

Stockholders  and  Bondholders. 

When  a  corporation  of  the  classes  herein  treated  has  Usted  its 
capital  stock  and  property  for  assessment  and  taxation  in  the 

a  Code,  sees.  3714,  9091. 

&  Ibid.,  sees.  9091,  9132. 

c  Ibid.,  sec.  913 1. 

^  Ibid.,  sec.  912 1. 

The  provision  that  personal  ptx>perty  pertaining  to  the  business  of  a  manufacturer 
must  be  listed  in  the  town  or  place  where  its  business  is  carried  on,  must  be  construed 
in  connection  with  other  sections  of  the  same  act  which  require  corporeal  personal 
property  to  be  assessed  in  the  district  in  which  it  is  actually  situated  at  the  time  the 
assessment  is  made,  and  hence  a  milling  corporation  which  has  its  office  and  part  of 
its  personal  property  within  the  boimdaries  of  a  town,  can  not  be  assessed  for  munici- 
pal taxation  upon  its  corporeal  personal  property  which  is  situated  just  beyond  the 
corporate  limits  of  the  mimicipality.  Northwestern  Lumber  Co.  v.  Chehalis  County, 
24  Wash.,  626  (1901). 

<  Code,  sec.  5233. 

/Ibid.,  sec.  5213.  Special  provisions  apply  to  Grays  Harbor  and  its  tributaries; 
also,  as  to  the  use  of  seines,  pound  nets,  traps,  and  fish  wheels. 
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State,  its  shares  of  stock  are  not  taxable  to  the  holders  thereof.** 
Bonds  of  domestic  and  foreign  corporations  are  taxable  to  the 
holders*  but  in  practice  are  not  assessed.^ 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are  taxed 
practically  in  the  same  manner  as  similar  domestic  corporations. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  32  per  cent. 

ToTAi,  State  Rscbipts,  Taxes  i^rom  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  Sept.  30,  19x2. << 

Total  state  receipts,  all  sources $7i  390, 894. 37 

State  taxes  from  corporations: 

Railroads  « $751, 296.  55 

Street  railroads  < 67, 19a  74 

Telegraph  companies  « 3, 483. 31 

Telephone  companies  « 35, 668. 09 

Express  companies  / 6, 37a  23 

Car  companies  / 3, 888. 48 

Insurance  companies 326,  x88. 63 

Bank  Examiner 13, 086.  53 

Corporation  licenses  9 158, 182.  50 

Incorporation  fees,  etc.  9 51, 489. 35 

Total  ascertainable  state  taxes  from  corporations i,  405, 844. 41 

a  Code,  sec.  9127. 

In  the  case  of  a  domestic  mining  company,  which  had  its  principal  place  of  business 
and  owned  a  smelter  in  the  State,  but  had  a  valuable  mine  outside  the  State,  the 
court  declared:  "The  statute  requiring  officers  of  a  corporation  to  list,  directing  the 
manner  of  listing  personalty,  and  prescribing  that  no  person  listing  property  shall  be 
required  to  list  capital  stock  otherwise  taxed,  seems  to  imply  that,  when  the  corpor- 
ate property  is  assessed  in  this  State,  the  shareholders  are  not  required  to  list  the 
same  owned  by  them. 

"  It  seems  quite  clear  that  the  statute  does  not  contemplate  the  assessment  of  shares 
owned  by  the  holders  in  domestic  corporations."  Ridpath  v.  Spokane  County.  23 
Wash.,  436  (1900). 

See  also  opinion  of  attorney  general  No.  65,  Report  of  Attorney  General,  1908, 
pp.  68,  69. 

bCode,  sec.  9091. 

<^  Letter  of  May  x6,  X914,  from  state  tax  officials. 

^  Report  of  State  Auditor,  1912. 

<  Taxes  levied  in  191 1.  Report  of  State  Board  of  Tax  Commissioners,  X912,  pp. 
120-158. 

/  Collections  not  complete;  suits  pending.    Report  of  State  Treasurer,  19x3,  p.  26. 

Q  Report  of  Secretary  of  State,  191 2,  p.  24. 
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» 

Other  taxes: 

Automobile  licenses $28, 64a  00 

Fish  licenses 69, 552. 90 

Hunting  licenses 3, 946. 00 

Inheritance  tax 186,  ^30.  q8 

Liquor  licenses 206, 708.  09 

General  property  tax<>  (less  $846,638.69  above  esti- 
mated)    2, 486, 471. 13 

Total  state  taxes  not  from  corporations $2, 980, 549. 10 

Total  taxes  for  state  purposes,  all  sources 4, 386, 393.  51 

Receipts  from  sources  other  than  taxes: 

Penitentiary  receipts 190, 756. 30 

Tide  land  fund 133, 468. 08 

Bridge  funds 50, 00a  00 

Land  sales 652, 145. 90 

Escheated  estates 13, 7x8. 30 

Five  per  cent  of  United  States  land  sales 10, 184. 61 

School  ftmd  bonds 182, 49a  00 

Morrill  fund,  United  States  Treasury 50,  oca  00 

Land  commissioner 392, 941. 60 

Interest 433, 357.  53 

Miscellaneous  fees 8, 103.  77 

Miscellaneous 787, 434.  77 

Total  receipts  from  sourcesother  than  taxes 2, 904,  500. 86 

Total  state  receipts,  all  sources 7, 390, 894. 37 

IV.  COMMENTS. 

Historical. 

The  Territory  of  Washington  by  a  division  of  Oregon  Territory 
was  organized  under  the  act  of  Congress  of  March  2,  1853.  This 
act  provided  that  all  taxation  should  be  equal  and  uniform  and 
that  assessments  should  be  made  according  to  value  and  without 
distinction  between  different  kinds  of  property. 

At  the  first  session  of  the  legislature  held  in  1854  ^  general  code 
was  passed,  under  the  provisions  of  which  all  persons  were  to  be 
taxed  not  only  for  their  own,  but  for  all  personal  property  under 
their  control.  Personal  property  included  shares  in  all  incorpo- 
rated companies  and  such  a  portion  of  their  capital  as  was  not 
invested  in  real  estate.* 

The  first  general  incorporation  act,  passed  by  the  territorial 
legislattire  at  its  1865  session,  provided  for  the  incorporation  of 

a  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  practically  impos- 
sible to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 

b  Laws,  1854,  p.  332. 
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companies  engaged  in  manufacturing,  mining,  milling,  wharfing 
and  docking,  mechanical,  chemical,  mercantile,  building,  and 
farming,  or  **  in  any  other  species  of  trade/'  * 

By  the  revenue  law  of  1869  individual  stockholders  were  not 
taxed  if  the  corporation  was  taxed  on  its  capital.  This  law 
fixed  the  situs  of  rolling  stock  at  the  company's  principal  place  of 
business,  or  at  its  principal  terminus  in  the  Territory.^  In  1875 « 
the  situs  for  taxation  purposes  was  changed  and  rolling  stock  was 
assessed  in  each  coimty  on  a  proportional  mileage  basis.  In  1879  ** 
it  was  required  that  railroad  right  of  way  be  assessed,  with  the 
track,  and  its  supporting  structtu-es,  as  real  estate  and  valued  as 
an  entirety.  This  valuation  was  reduced  to  a  valuation  per  mile 
and  improvements,  other  than  track  and  its  supporting  structures, 
were  separately  assessed  as  personal  property. 

Ship  and  railroad  building  was  encouraged  m  1871*  by  the 
exemption  of  all  vessels  and  railroads  in  course  of  construction 
and  the  exemption  of  materials  necessary  for  the  completion  of 
either. 

In  1879  ^  t^^  Territorial  Board  of  Equalization  was  created,  but 
this  board  was  abolished  in  1881.^ 

An  annual  gross-earnings  tax  was  imposed  on  railroads  in  1883.* 
The  rate  was  2  per  cent  for  the  first  five  years  of  the  railroads'  oper- 
ation and  3  per  cent  thereafter.  One-third  was  for  territorial  and 
the  balance  for  local  purposes.  This  law  was  held  valid  imder  the 
organic  act  of  the  Territory,'  but  was  repealed  in  1888,^  and  from 
that  year  imtil  statehood  the  property  of  railroad  companies  was 
taxed  m  the  same  manner  as  the  property  of  individuals.* 

The  first  legislattu-e  of  the  new  State  enacted  a  comprehensive 
revenue  measure  and  recreated  the  State  Board  of  Equalization. 
This  board  assessed  the  operating  property  of  railroads  and  the 
capital  stock  of  railroad,  telegraph,  and  telephone  companies  and 
distributed  the  valuations  of  these  classes  of  property  to  the  sev- 

o  Laws,  1865-^,  p.  55. 
b  Ibid.,  1869,  p.  Z79. 
«  Ibid.,  1875,  p.  6$. 
d  Ibid.,  1879,  p.  za. 

<  Ibid.,  1871,  pp.  63,  74. 
/  Ibid.,  1879,  p.  84. 

if  Ibid.,  1881,  p.  19. 
^  Ibid.,  1883,  p.  64. 

<  Columbia  &  Puget  Sound  R.  R.  Co.  v,  Chilberg,  6  Wash.,  612  (1893). 
i  Laws,  1887-88,  p.  191. 

*  Ibid.,  1887-88,  p.  230. 
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eral  counties.  It  also  equalized  assessments  of  property  in  the 
several  counties.  *»  During  the  following  year  the  law  was  changed 
so  that  the  assessing  powers  of  the  State  Board  of  Equalization 
were  taken  away  and  the  above-named  companies  were  relieved 
of  the  tax  on  their  capital  stock.  ^ 

The  taxation  system,  as  it  affected  the  classes  of  corporations 
herein  treated,  remained  practically  imchanged  imtil  1907,  when 
the  present  system,  as  previously  described,  was  established. 

Following  the  laws  of  Montana  and  Utah,  an  attempt  was  made 
in  1903 « to  tax  mining  companies  by  applying  the  general  prop- 
erty rate  to  the  net  proceeds  of  their  mines,  instead  of  to  the 
assessed  value  of  the  mines.  The  governor,  considering  the  meas- 
ure at  variance  with  the  provisions  of  the  Washington  constitu- 
tion, vetoed  it.  **  Mining  property  continues  to  be  subject  to  the 
general  property  tax. 

State's  System  of  Taxation. 

With  reference  to  the  State's  present  system  of  taxation,  the 
State  Board  of  Tax  Commissioners  declares  that  it  produces  as 
fair  a  distribution  of  the  burdens  of  taxation  as  any  other  State 
which  employs  the  general  property  tax  system  but,  as  compared 
with  States  that  have  abandoned  the  general  property  tax,  the 
Washington  system  is  a  serious  hindrance  to  the  industrial,  com- 
mercial, and  agricultural  development  of  the  State,*  the  greatest 
defect  being  that  the  heaviest  burdens  fall  upon  the  common 
forms  of  property,  while  wealth  in  complicated  forms  of  invest- 
ment escape  with  comparatively  small  taxes.  The  board  favors  a 
constitutional  amendment  which  will  permit  the  adoption  of  some 
of  the  methods  employed  in  Massachusetts,  New  York,  Maryland, 
Pennsylvania,  Michigan,  Wisconsin,  and  Minnesota.  The  board 
concludes  as  follows : 

"A  constitution  should  contain  declarations  of  principles  and 
reservations  of  rights  alone,  allowing  the  details  of  taxation  to  be 
worked  out  by  the  law-making  power,  which  should  be  given  the 
liberty  to  enact  laws  in  accord  with  everchanging  business  and 
social  conditions." 

«  Laws,  1890,  p.  530. 

^  Ibid.,  189Z,  p.  iSu 

c  Ibid.,  1903  (see  list  of  vetoed  bills  following  index). 

^  Report  of  Attorney  General,  1903-4,  p.  36. 

«  Report  of  State  Board  of  Tax  Commiswoners,  1909-10,  p.  ao  et  seq. 


176  TAXATION   OF   CORPORATIONS. 

Equalization  of  Taxes. 

The  method  of  equaUzation  of  taxes  peculiar  to  two  States  of 
this  group  have  been  briefly  described  under  ''Administration/' 
in  treating  both  Washington  and  Oregon.  The  following  is 
quoted  from  the  Third  Bieimial  Report  of  the  State  Board  of  Tax 
Commissioners  "  and  gives  a  clear  idea  of  the  details  of  the  equali- 
zation method  in  force  in  Washington : 

**The  State  Board  of  Equalization  is  required  to  equalize  rail- 
roads, street  railroads  and  telegraphs  at  the  same  relative  propor- 
tion of  their  actual  value  as  the  general  mass  of  property  is  equal- 
ized by  county  boards.  The  value  of  these  public  service  concerns 
is  then  distributed  on  a  mileage  basis,  by  the  Tax  Commission,  to 
the  coimties  into  which  they  extend.  In  order  to  attain  this  equal- 
ization of  public  service  concerns  and  that  state  taxes  may  be  dis- 
tributed equitably  and  fairly,  it  becomes  necessary  for  the  State 
Board  of  Equalization  to  ascertain  at  what  proportion  of  its  actual 
value  the  general  mass  of  property  in  each  coimty  is  assessed  and 
equalized.  These  ratios  being  determined,  the  general  average 
for  the  entire  state  is  ascertain^  and  a  computation  made  showing 
what  the  value  of  the  taxable  property  in  each  county  would  be  if 
raised  or  reduced  to  the  general  average.  The  amount  required  to 
meet  the  appropriations  made  by  the  legislature  is  then  levied  upon 
the  coimties  in  the  proportion  that  the  value  of  the  property  in  each 
county,  as  raised  or  reduced  to  the  general  average,  bears  to  the 
total  assessed  value  of  the  state.  State  taxes  are  levied  upon  each 
county  in  specific  amounts,  or  fixed  sums  in  dollars  and  cents,  and 
the  rate  necessary  to  raise  these  stuns  is  figured  out  by  the  county 
auditors  and  is  computed  upon  the  values  fixed  by  the  county 
boards.  Thus  it  is  that  the  rate  per  cent,  for  state  taxes  varies  in 
the  different  coimties.  For  instance,  in  one  coimty  property  was 
found  to  be  assessed  at  forty-six  per  cent,  of  its  actual  value,  and 
the  rate  for  state  purposes  was  four  mills ;  while  in  another  county 
property  was  assessed  at  twenty-three  per  cent,  of  actual  value, 
and  the  rate  was  twice  as  much,  or  eight  mills." 

Sales  method. — **  That  to  ascertain  the  ratio  of  assessed  to  actual 
value  in  each  county  required  arduous  and  painstaking  investiga- 
tion is  self-evident.  The  Tax  Commission  first  caused  a  list  of 
transfers  to  be  made  in  each  county,  describing  the  property  con- 
veyed therein  during  the  preceding  twelve  months,  giving  the 
names  of  grantor  and  grantee  and  showing  the  consideration. 
These  lists  formed  the  basis  for  the  interrogation  of  witnesses 
examined  concerning  the  value  of  property.  Sessions  of  the 
Board  were  held  in  each  county,  and  all  told  ^ght  hundred  and 
eighty-five  witnesses  ^ere  examined  under  oath  as  to  the  actual 
price  paid  for  property  changing  hands  durii^  the  preceding 
twelve  months.     Stenographic  records  were  made  of  this  testi- 

«  Report  of  State  Board  of  Tax  Commissioners,  1909-10,  pp.  10,  xz. 
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mony,  from  which  lists  describing  the  property  concerning  which 
testimony  was  taken  were  made  and  forwarded  to  the  comity 
auditors,  who  were  required  to  certify  the  assessed  value  of  each 
description  as  equalized  by  county  boards.  Upon  the  return  of 
these  lists  the  actual  values  as  shown  by  sworn  testimony  were 
extended  on  them  and  the  ratio  of  assessed  to  actual  values  was 
computed.  This  work  was  done  by  the  Tax  Commission  during 
the  spring  and  summer  and  completed  prior  to  the  meeting  of  the 
State  Board  of  Equalization  in  September.  These  lists,  together 
with  transcriptions  of  testimony  taken,  were  placed  before  the 
State  Board  of  Equalization.  A  large  amount  of  testimony  was 
also  introduced  before  the  State  Board  of  Equalization  by  the  rep- 
resentatives of  railroads,  street  railroads,  representatives  of  various 
counties  and  others  interested.  Prom  all  these  sources  the  ratios 
were  determined.*' 

Results. — "This  plan  of  equalizing,  applied  for  the  first  time  in 
1908,  has  proven  much  superior  to  the  haphazard  methods  for- 
merly in  vogue,  and  has  effected  a  much  more  equitable  distribution 
of  state  taxes.  It  might  be  added  that  it  has  also,  in  a  large  meas- 
ure, reduced  the  incentive  formerly  held  out  to  coimty  assessors  to 
make  a  low  valuation  for  the  purpose  of  escaping  state  taxes." 

Centralized  Administration  of  Assessment  Laws. 

With  respect  to  the  work  of  administering  the  tax  laws,  prior 
to  the  enactment  of  the  Public  Service  Commission  law  in  191 1, 
the  State  Board  of  Tax  Commissioners  said : « 

''The  remarkable  increase  in  the  assessed  value  of  taxable 
property  within  the  state  during  the  past  five  years,  to  a  certain 
extent  at  least,  may  be  attributed  to  the  careful,  painstaking  and 
thorough  assessment  made  by  the  county  assessors  under  the  guid- 
ance and  direction  of  the  Tax  Commission,  and  to  the  fact  that  the 
principal  public  service  concerns  of  the  state,  under  the  act  of  1907, 
are  now  valued  by  the  Tax  Commission,  which  has  exercised  the 
authority  given  it  by  law  to  make  the  thorough  investigations 
necessary  to  a  satisfactory  determination  of  the  value  of  such 
properties.  The  result  is  that  this  class  of  property  is  now  on  the 
tax  roUs  at  a  largely  increased  valuation  and  one  much  more  in 
keeping  with  its  tax-paying  duty.  Under  the  laws  in  force  in  1 905 , 
these  properties  were  assessed  by  local  assessors,  who  were  without 
authority  to  make  the  necessary  investigations,  and  they  were 
greatly  imdervalued. " 

Valuation  of  Public-Service  Property. 

In  a  case  recently  decided  by  the  state  supreme  court*  and 
noted  herein  imder  "Statutes,"  it  was  held  that  the  valuation  of 

o  Report  of  State  Board  of  Tax  Commissioners,  1909-10,  p.  14. 

6  State  ex  rel.  Oregon  R.  R.  &  Nav.  Co.  v.  Clausen,  63  Wash.,  535  (x9xz). 
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railroad  property,  when  made  by  the  Raihoad  Commission  of  the 
State  (now  superseded  by  the  Public  Service  Commission),  must 
be  used  as  the  basis  for  taxation  purposes.  Thus,  the  valuation  of 
railroad  property  for  taxation  ptu'poses  must  not  be  less  than  its 
valuation  for  rate  purposes.  The  following  description  of  the 
methods  used  in  determining  the  value  of  railroad  property  is 
taken  from  a  Report  of  the  Railroad  Commission : « 

'*The  commission,  in  making  its  findings,  has  not  only  ascer- 
tained, through  competent  engineers  employed  by  it,  the  amotmt 
of  money  expended,  the  amount  of  money  necessary  to  duplicate 
or  reproduce  the  property,  but,  in  addition  thereto,  has  ascer- 
tained every  imit  quantity  such  as  the  number  of  cubic  yards  of 
earth,  solid  rock,  hard  pan,  loose  rock,  cemented  gravel  and  other 
grading  quantities  necessary  to  be  moved,  together  with  the 
necessary  overhaul  connected  therewith,  the  number  of  tons  of 
steel  in  the  rails,  the  track  fastenings,  ties,  iron  and  timber  in 
bridges,  the  floor  area  of  all  buildings  and  every  unit  quantity 
entering  into  the  construction.  To  these  units  current  prices  can 
at  any  time  be  applied  and  the  cost  of  reproduction  under  the  con- 
ditions then  existing  ascertained  without  any  material  expense, 
provided  the  commission,  from  time  to  time,  will  have  a  fmiiier 
hearing  to  ascertain  the  nattu*e  of  the  improvements  placed  upon 
the  property  subsequent  to  the  date  of  otu"  findings  and  make 
supplementary  findings  of  fact  concerning  the  same."  The  Com- 
mission "also  procured  the  passenger  and  freight-car  and  engine 
mileage  on  the  entire  system  and  the  same  information  as  to  the 
State.  *  *  *  In  ascertaining  the  depreciation  of  equipment, 
structtu'es  and  material  oiu*  engineers  adopted  what  might  be 
termed  ' mortality  tables  of  structures.*  *  *  *  Evidence  was 
also  introduced  showing  the  voliune  and  character  of  the  business 
done  by  the  several  roads  including  its  permanency  and  whether 
likely  to  increase  or  diminish. ' '  The  market  value  of  stocks  and 
bonds  was  covered  for  the  period  of  six  years.  Gross  earnings, 
operating  expenses,  and  amount  paid  for  interest  and  dividends 
were  also  considered. 

In  addition  to  valuing  the  property  of  railroads  the  Public 
Service  Commission  is  directed  to  ascertain  the  true  market  value 
of  the  property  of  street-railroad,  steamship,  express,  car,  sleeping- 
car,    freight-line,    gas,    electrical,    water,    telegraph,    telephone, 

<*  Report  of  Railroad  Commission,  1907-8,  pp.  129,  iji,  134. 
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wharfinger,  and  warehouse  companies.  When  this  has  been  done 
nothing  less  than  the  Public  Service  Commission's  findings  can  be 
used  as  the  valuation  for  the  piUTposes  of  assessment  and  taxation.* 

Gross-Receipts  Taxes. 

Prior  to  the  introduction  of  the  gross-receipts  tax  on  express  and 
car  companies  the  former  were  subject  only  to  the  local  assessment 
of  the  general  property  tax,  and  the  latter  paid  no  taxes  whatever 
in  the  state.  In  1906  the  total  amotmt  of  taxes  paid  by  express 
companies  under  the  general  property  tax  for  all  purposes  was  $45 1 ; 
in  1907,  it  was  $750;  in  1908,  when  they  were  taxed  on  gross 
receipts  and  on  property,  they  paid,  in  addition  to  the  property 
tax,  approximately  $42 ,000  i*^  and  in  1909  and  19 10  this  had 
increased  to  more  than  $44,300  and  $49,000,  respectively.^ 

County  Assessors. 

The  State  Board  of  Tax  Commissioners  in  its  report  for  1907-8*' 
presents  the  following  facts  with  respect  to  the  conditions  under 
which  local  assessments  are  made,  and  it  makes  recommendations 
for  improvements  which  may  be  applied  with  profit  to  some  other 
States.  The  county  assessor,  says  the  report,  is  the  poorest  paid 
of  the  county  officers,  considering  the  amotmt  of  work  he  has  to  do 
and  the  burden  of  responsibility  resting  upon  him. 

*  *  It  has  been  a  matter  of  astonishment  that  such  a  number  of 
good  men  have  been  willing  to  accept  the  office  of  county  assessor, 
but,  at  the  same  time,  in  a  great  many  cases  the  small  salary 
offered  has  resulted  in  the  employment  by  the  counties  of  some 
thoroughly  incompetent  and  imworthy  officials.  Aside  from  the 
judge  of  the  superior  court,  the  assessor  is  the  most  important  offi- 
cer in  the  county,  and  yet  he  is  paid  the  smallest  salary. 

' '  Another  thing  that  works  against  good  in  the  office  of  county 
assessors  is  the  constitutional  provision  limiting  coimty  officers  to 
two  successive  terms  of  two  years  each    *    *    *. 

**  It  requires  at  least  four  years  for  any  county  officer  to  famil- 
iarize himself  with  the  duties  of  his  office,  to  that  extent  that  his 
services  will  be  valuable  to  the  people,  and  yet,  under  the  aforesaid 
constitutional  provision,  just  at  the  time  when  he  has  become  use- 
ful and  expert  in  his  duties,  he  is  forced  out  of  service  by  operation 
of  law,  even  though  every  voter  would  have  him  remain;  and  the 
education  of  a  new  officer  begins. 

^Laws  1911,  chap.  117,  sees.  8,  92. 

&  Report  of  State  Board  of  Tax  Commissioners,  1907-8,  pp.  11-13. 

«  Ibid.,  190^10,  p.  ^^. 

^  Ibid.,  1907-8,  pp.  37,  38. 
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*  *  *  **  We  recommend  that  the  salary  of  the  assessor  be 
fixed  at  the  same  sum  as  is  now  paid  Ihe  coimty  auditor,  and  that 
a  constitutional  amendment  be  submitted  allowing  county  ofl&cers 
to  hold  ofl&ce  as  long  as  the  people  are  willing  for  them  to  serve." 

Repeal  of  Certain  Exemptions  Recommended. 

The  State  Board  of  Tax  Commissioners  recommends  the  repeal 
of  the  provisions  exempting  fruit  trees  from  taxation.  It  asserts 
that  orchards  are  among  the  most  valuable  and  remunerative 
properties  within  the  State;  that  the  value  of  the  1910  crop  in  the 
State  approximated  $15,000,000;  and  that  justice  and  fairness  to 
other  taxpayers  demand  the  repeal  of  this  provision.* 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  the  court  reports,  of 
value  in  the  study  of  corporate  taxation  in  Washington : 

Second  Biennial  Report  of  the  State  Board  of  Tax  Commission- 
ers, period  ending  December  i,  1908. 

Third  Biennial  Report  of  the  State  Board  of  Tax  Commission- 
ers, period  ending  September  30,  1910. 

Second,  Third,  Fourth,  and  Fifth  Annual  Reports  of  the  Rail- 
road Commission,  covering  the  calendar  years  1907,  1908,  1909, 
and  1 9 10,  respectively. 

Bieimial  Report  of  the  State  Auditor,  1909-10. 

Biennial  Report  of  the  Secretary  of  State,  1909-10. 

Biennial  Report  of  the  State  Treastu^er,  19 10-12. 

o  Report  of  State  Board  of  Tax  Commissioners,  1909-10,  p.  19. 
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I.  GENERAL  VIEW. 

Chief  Features. 

First.  Taxation  of  all  corporations  under  the  general  property 
tax. 

Second.  Assessment  of  practically  ail  public-service  corpora- 
tions by  a  state  central  board,  with  apportionment  to  the  counties 
according  to  the  standard  of  value  used  in  each. 

Third.  A  graduated  tax  based  on  authorized  capital  stock  of 
domestic  corporations  and  a  tax  of  fixed  amount  upon  foreign 
corporations  irrespective  of  capital  stock,  property,  or  earnings. 

General  Property  Tax. 

All  property  of  domestic  and  foreign  corporations  herein  treated 
is  subject  to  the  general  property  tax  paid  locally  for  state  and 
local  ptuposes.  Practically  all  operating  property  of  steam  and 
street  railroad,  tmion  station,  depot,  telegraph,  telephone,  express, 
car,  water,  gas,  and  electric  companies  is  assessed  by  the  State 
Tax  Commission. 

All  other  property  of  these  corporations  and  all  property  of  other 
corporations  herein  treated  is  assessed  locally. 

Taxes  Supplemental  to  the  General  Property  Tax. 

All  domestic  corporations  for  profit,  except  insurance,  surety, 
and  certain  mining  corporations  pay  to  the  State  for  state  purposes 
a  graduated  annual  tax  based  on  authorized  capital  stock.  All 
foreign  corporations,  except  instu'ance  and  surety  companies,  pay 
to  the  State  for  state  purposes  an  annual  tax  of  fixed  amount. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  corporations  which  are  taxed  on  their  property 
in  the  State  are  exempt  from  taxation.  The  shares  of  stock  of 
other  corporations  and  bonds  of  all  corporations  are  subject  to 
the  general  property  tax,  assessable  to  the  holders  thereof. 

Foreign  Corporations. 

In  addition  to  the  general  property  tax  foreign  corporations 
(except  insurance  and  stu^ty  companies)  are  subject  to  an  annual 
license  tax  of  fixed  amount. 

xSi 
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Administration. 

The  State  Tax  Commission  (formerly  the  Board  of  State  Tax 
Commissioners)  "  is  composed  of  two  members  known  as  tax  com- 
missioners, and  three  ex  officio  members,  namely,  the  governor, 
secretary  of  state,  and  state  treasm^r.  The  two  tax  commis- 
sioners are  appointed  by  the  governor,  secretary  of  state,  and 
state  treasurer  for  terms  of  four  years  each.  The  commissioners 
are  required  to  be  ^killed  in  matters  of  taxation,  must  devote  their 
entire  time  to  official  duties,  shall  not  be  members  of  the  same 
political  party,  and  are  prohibited  imder  penalty  of  forfeittu^e  of 
office  from  accepting  passes  or  gratuities  from  any  person  or 
corporation  liable  to  taxation. 

The  State  Tax  Commission  is  required  to  make  an  annual 
assessment  of  certain  operating  property  of  railroad,  car,  union 
station,  depot,  electric  or  street  railway,  express,  telegraph, 
telephone,  water,  gas,  and  electric  companies;  to  equalize  the 
value  of  the  property  of  such  companies,  and  to  apportion  it 
among  the  various  counties  on  a  mileage  basis;  to  equalize  the 
valuations  of  the  coimties  as  equalized  by  the  county  boards  of 
equalization,  including  that  assessed  and  apportioned  to  the 
counties  by  the  State  Tax  Commission;  to  compute  the  total 
amount  of  revenue  necessary  for  state  purposes,  and  to  determine 
the  amount  to  be  contributed  by  each  county;  to  construe  the  tax 
and  revenue  laws,  when  requested  by  any  interested  person;  to 
see  that  all  inheritance  taxes  are  collected ;  to  investigate  the  tax 
systems  of  other  States,  and  to  recommend  such  changes  in  the 
constitution  or  laws  as  may  seem  proper;  to  exercise  general 
supervision  of  the  tax  system,  and  to  see  that  penalties  for  vio- 
lation of  the  revenue  and  tax  laws  are  enforced.  The  commis- 
sion has  advisory  duties  and  broad  powers  of  investigation, 
including  the  right  to  examine  witnesses  and  to  compel  pro- 
duction of  documents.  Appeals  are  allowed  from  the  decisions 
of  the  commission  to  the  circuit  covrt.  (L.  Oreg.  L.,  sees.  3617, 
3634,  as  amended  by  Laws,  191 3,  chap.  193.) 

The  common  method  of  applying  a  imiform  rate  to  assessed 
values  throughout  the  State,  which  values  have  previously  been 
equalized  by  a  state  board,  is  not  followed  in  Oregon.  Instead, 
the  total  amount  to  be  raised  for  state  pmposes  under  the  general 
property  tax  is  apportioned  among  the  several  coimties  on  the 

a  The  title  of  the  Board  of  State  Tax  Commissioners  was  changed  to  State  Tax 
Commission.     JLaws,  19 13,  chap.  193. 
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basis  of  the  ratio  which  the  standard  of  assessed  value  in  each 
county  bears  to  the  full  value  of  the  property  therein.  This 
ratio  for  each  county  is  determined  by  the  '* sales  method,"** 
namely,  by  dividing  the  total  of  assessments  of  certain  selected 
parcels  of  real  estate  in  the  coimty  by  the  total  of  true  considera- 
tions as  expressed  in  deeds  conveying  this  same  property.  Assess- 
ments as  determined  by  cotmty  assessors  are  not  changed  by 
the  commission,  but  it  equalizes  the  differences  between  coun- 
ties for  the  purpose  of  determining  the  percentage  of  the  total 
state  levy  to  be  contributed  by  each.  The  equalized  assessment 
for  each  county  is  then  divided  by  the  aggregate  assessment 
for  all  coimties  and  the  quotient  thus  obtained  represents  the 
percentages  of  the  state  levy  to  be  contributed  by  the  coimties 
respectively.  After  the  commission  certifies  the  amotmt  to  be 
contributed,  the  officials  of  each  coimty  then  determine  the  state 
rate  to  be  applied  to  the  assessment  made  by  the  county  assessors. 

As  State  and  county  taxes  are  extended  on  assessments  which 
have  been  equalized  by  the  respective  county  boards  and  not  by 
the  Tax  Commission,  the  original  valuations  of  public-service  cor- 
porations as  assigned  to  the  coimties  are  changed  by  the  Tax  Com- 
mission so  as  to  conform  to  the  standard  of  assessment  applied  to 
other  property  in  each  particular  county. 

The  general  property  tax  is  collected  by  county  treasurers.  The 
capital-stock  tax  (**  annual  corporation  license  fee*')  formerly 
under  the  supervision  of  the  secretary  of  state,  is  now  administered 
by  the  corporation  commissioner  to  whom  all  payments  are  made. 
Licenses  from  the  fish  industry  are  collected  by  state  fish  wardens.  * 


a  For  an  explanation  of  the  Wisconsin  sales  method,  see  Part  III,  p.  100. 

&  Sources  of  revenue  in  Oregon: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  fines,  fees,. and  forfei- 
tures. 

County. — (a)  General  property  tax;  (6)  business  taxes  and  licenses  including 
liquor  licenses. 

State.— (a)  General  property  tax;  (6)  taxes  on  insurance  premiums  and  fees  for 
insurance  licenses;  (c)  corporation  fees  and  licenses;  (d)  inheritance  tax;  (e)  licenses 
from  the  fish  industry;  (/)  interest  on  state  funds;  (g)  fines,  fees,  forfeitures,  etc. 
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n.    DETAILS   AS    TO    THE   CONSTITUTION    AND   THE 

STATUTES. 

Constitution.** 

"All  taxation  shall  be  equal  and  uniform.  *  *  *  No  tax 
or  duty  shall  be  imposed  without  the  consent  of  the  people  or 
their  representatives  in  the  legislative  assembly."* 

"  The  legislative  assembly  shall  provide  by  law  for  uniform  and 
'  equal  rate  of  assessment  and  taxation;  and  shall  prescribe  such 
regulations  as  shall  secure  a  just  valuation  for  taxation  of  all 
property,  both  real  and  personal,  excepting  such  only  for  munici- 
pal, educational,  literary,  scientific,  religious,  or  charitable  pur- 
poses, as  may  be  specially  exempted  by  law."* 

*'  No  law  shall  be  passed  granting  to  any  citizen  or  class  of  citi- 
zens, privileges  or  immunities  which,  upon  the  same  terms,  shall 
not  equally  belong  to  all  citizens."*' 

*'  In  no  case  shall  nonresident  proprietors  be  taxed  higher  than 
residents.* 

The  legislature  is  prohibited  from  passing  local  or  special  laws 
for  the  assessment  and  collection  of  taxes  for  state,  county,  town- 
ship, or  road  purposes./ 

"Acts  of  legislative  assembly  incorporating  towns  and  cities 
shall  restrict  their  powers  of  taxation    *    *    *     yif 

o  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  the  State  as 
contained  in  Vol.  I  of  Lord's  Oregon  Laws,  19 10. 

^Constitution,  Art.  I,  sec.  32.    (Amendment  proposed,  see  " Comments,"  p.  199.) 

c  Ibid. ,  Art.  IX,  ^ec.  i .    (Amendment  proposed,  see  '  *  Comments, "  p .  199.) 

''All  that  the  Constitution  contemplates  *  *  *  is  that  the  different  classes  of 
property  shall  be  equally  and  ratably  assessed;  and  when  an  officer  has  exercised  an 
honest  discretion  in  appraising  the  value,  that  is  all  that  can  be  expected  of  him." 
Smith  V.  Kelly,  24  Oreg.,  470  (1893). 

*'  It  is  evident  that  the  equality  in  the  rate  of  assessment  means  ptopordonal  valua- 
tion— relative,  not  absolute,  equality;  while  equality  in  the  rate  of  taxation  means 
that  the  percentage  shall  be  the  same,  or  absolutely  equal.  *  *  *  if  the  rate  of 
assessment  and  taxation  be  equal,  it  is  conceived  that  it  will  be  tmiform.  «  •  •  if 
the  rate  is  varied,  so  that  property  of  different  kinds  or  in  different  localities  is  valued 
or  taxed  at  different  rates,  the  rate  will  be  unequal,  and  so  not  uniform;  and  so  far  as  it 
is  equal  it  will  also  be  uniform.  *  *  *  it  may  seem  at  first  view  that  the  latter 
clause  of  sec.  32,  Art.  I,  thait  taxes  shall  be  equal  and  unifonn,  means  something  more 
than  the  first  clause  of  sec.  i ,  Art.  IX .  It  seems  certain  *  *  *  that  taxation  cannot 
be  equal  and  uniform  tmless  the  rate  of  assessment  and  taxation  be  equal  and  uniform. 
The  truth  of  the  converse  of  this  proposition  is  not  so  evident,  yet  it  is  in  fact  true, 
and  those  two  forms  of  expression  are  in  reality  true  equivalents  of  each  other.  They 
both  mean  that  property  actually  taxed  must  be  taxed  equally."  Crawford  v.  Linn 
County,  II  Oreg.,  484  (iSSs). 

^  Ibid.,  Art.  I,  sec.  20. 

c  Act  accepting  propositions  of  Congress,  Lord's  Oregon  Laws  (19 10),  vol.  i,  p.  29. 

/  Constitution,  Art.  IV,  sec.  23. 

9  Ibid..  Art.  XI,  sec.  5. 
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The  people  "reserve  power  at  their  own  option  to  approve  or 
reject  at  the  polls  any  act  of  the  legislative  assembly  "  except  emer- 
gency laws.  "The  veto  power  of  the  governor  shall  not  extend 
to  measures  referred  to  the  people. *'*  "The  legislative  assembly 
shall  not  declare  an  emergency  in  any  act  regulating  taxation  or 
exemption."* 

Statutes.* 

General  Property  Tax. 

All  corporations,  domestic  and  foreign,  pay  the  general  property 
tax  locally  for  both  state  and  local  purposes.  Franchises  and 
privileges,  while  not  separately  assessed,  are  by  statute  made 
indirect  factors  in  the  determination  of  valuation  of  all  corporate 
jSroperty.**  The  valuation  of  practically  all  operating  property 
of  public-service  corporations  is  apportioned  on  a  mileage  basis 
to  the  localities  through  which  the  lines  extend.  Stock  on  hand, 
capital  and  machinery  belonging  to  corporations  other  than 
public-service  corporations,  are  taxed  where  situated.  *  Other 
personal  property  of  corporations,  except  where  specific  provisions 
apply,  is  taxed  at  their  principal  place  of  business,  f  Moneys  and 
credits  are  taxable  as  general  property  and  without  deduction  for 
indebtedness.^  All  property,  except  certain  operating  property 
of  public-service  corporations,  is  assessed  by  the  county  assessor. 
The  statute  requires  all  property  to  be  assessed  at  true  cash  value, 
or  the  usual  selling  price,  taking  into  consideration  earning  power 
and  other  applicable  factors.*  In  practice,  however,  property  is 
usually  assessed  at  about  65  per  cent  of  true  cash  value.' 

<*  Constitution,  Art.  IV,  sec.  i.  Whether  this  provision  so  alters  the  form  of  govern* 
mcnt  of  the  State  as  to  make  it  no  longer  Republican  within  the  meaning  of  sec.  4, 
Art.  IV,  of  the  U.  S.  Constitution,  is  purely  a  political  question  over  which  the 
U.  S.  Supreme  Court  has  no  jurisdiction.  Pacific  States  Telephone  &  Telegraph  Co. 
V.  Oregon,  323  U.  S.,  iz8  (1913). 

^  Constitution,  Art.  IX,  sec.  la,  as  amended  1913. 

c  Except  as  otherwise  indicated,  the  references  given  herein  are  to  Lord's  Oregon 
Laws  1910,  cited  as  L.  Oreg.  L. 

^  L.  Oreg.  L.,  sec.  355a,  as  amended  Laws,  1913,  chap.  184,  3622. 

•  Ibid.,  sec.  3565. 

/Ibid.,  sec.  3563. 

9  Ibid.,  sees.  35531  3586,  as  amended  Laws,  1913,  chap.  184. 

k  Ibid.,  sec.  3586,  as  amended  Laws,  1913,  chap.  184,  3587. 

i  The  average  percentage  of  assessed  value  to  true  value  of  local  assessments  in 
19x2  was  about  65  per  cent.    Interview  with  state  tax  officials,  1913. 

Laws,  1907,  chap.  267,  sec.  9,  providing  for  the  apportionment  of  state  taxes  to  be 
collected  by  the  several  ootmties,  not  based  on  the  assessed  value  thereof  for  the  cur< 
rent  year,  but  on  the  average  expenditure  of  the  several  counties  for  the  five  years 
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In  addition  to  other  items  of  property  the  following  is  exempt: 
Property  of  domestic  corporations  organized  for  public,  charitable, 
religious  and  scientific  purposes ;  personal  property  of  the  indigent, 
aged  and  infirm;  household  goods,  "domestic  fixtures,''  and  wear- 
ing apparel  in  use.* 

Capital-Stock  Tax — Annual  Corporation  License  Fee. 

All  domestic  corporations  organized  for  profit,  except  insur- 
ance and  surety  corporations,  pay  to  the  State  for  state  pmposes 
a  graduated  annual  license  fee,  or  tax,  based  on  authorized  capital 
stock.  Payments  under  this  tax  range  from  $io  when  the  capital 
stock  does  not  exceed  $5,000,  to  $200  when  the  capital  stock 
exceeds  $2,000,000.^ 

Any  domestic  precious  metal  mining,  coal  mining,  or  oil  well 
company,  whatever  its  capitalization,  whose  output  did  not  exceed 
$1,000  in  value  for  the  preceding  year,  by  reporting  the  location 
and  value  of  its  property  in  the  State,  and  certain  other  details, 
may  be  relieved  from  the  "annual  license  fee*'  tax,  and  in  lieu 
thereof  pay  $10.* 

preceding  190X ,  were  held  to  be  invalid  on  account  of  nonuniformity .  Yamhill  County 
V.  Foster,  53  Greg.,  124  (1909).  Said  1907  law  was  repealed  by  the  1909  legislature 
(Laws,  1909^  chap.  218,  sees.  31-33,  48). 

^  L.  Greg.  L.»  sec.  3554,  as  amended  at  the  general  election  by  vote  of  the  people 
through  the  initiative,  1912. 

&  Ibid.,  sec.  6707. 

Where  the  total  authorized  capital  stock  does  not  exceed  $5,000,  $10;  exceeding 
$5,000,  and  not  exceeding  $10,000,  $15;  exceeding  $10,000,  and  not  exceeding  $25,000, 
$20;  exceeding  $25,000,  and  not  exceeding  $50,000,  $30;  exceeding  $50,000,  and  not 
exceeding  $100,000,  $50;  exceeding  $100,000,  and  not  exceeding  $250,000,  $70;  exceed- 
ing $250,000,  and  not  exceeding  $500,000,  $100;  exceeding  $500,000,  and  not  exceeding 
$1,000,000,  $125;  exceeding  $1,000,000,  and  not  exceeding  $2,000,000,  $175;  exceeding 
$2,000,000,  $200. 

This  annual  license  fee  "  is  a  btisiness  or  excise  tax  on  the  right  to  be  or  exercise  the 
powers  of  a  corporation,  and  is  in  no  sense  a  tax  on  property;  nor  is  it  a  tax  on  the  busi- 
ness or  franchise  which  the  corporation,  when  organized,  may  exercise.  *  *  *  The 
right  to  be  a  corporation,  or  do  business  as  such,  rests  entirely  within  the  discretion  of 
the  State,  and  it  may  therefore  require  it  to  pay  a  specified  sum  each  year,  *  *  • 
for  the  privilege.  The  payment  of  such  fee  or  tax,  however,  does  not  exempt  the  cor- 
poration from  other  forms  of  taxation.  It  may  be  also  required  to  pay  a  tax  on  its 
tangible  property  and  a  tax  on  its  intangible  property  or  franchise;  the  latter  to  be  in 
proportion  to  its  income  or  measured  in  any  other  way  the  lawmaking  power  may 
adopt."    Oregon  v.  Pacific  States  Tel.  &  Tel.  Co.,  53  Oreg.,  162  (1909). 

cL.  Oreg.  L.,  sec.  6713,  as  amended  by  Laws,  191 1,  chap.  24,  and  Laws,  1913, 
chap.  73. 
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Formerly  the  annual  license  tax,  based  on  authorized  capital 
stock,  applied  to  foreign  as  well  as  to  domestic  corporations. ** 
Foreign  corporations,  except  insurance  and  surety  companies,  now 
pay  a  fixed  annual  license  tax  of  $100  per  year.** 

Railroad  and  Union  Station  Companies. 

Domestic  and  foreign  steam  and  street  railroad,  union  station 
and  depot  companies  pay  the  general  property  tax  locally  for  state 
and  local  purposes.  In  addition  domestic  companies  of  these 
classes  pay  to  the  State  for  state  purposes  the  graduated  annual 
license  tax  based  on  authorized  capital  stock, ^  and  foreign  com- 
panies the  fixed  annual  license  tax  of  $100  per  annum.^ 

All  operating  property  of  steam  and  street  railroads,  except 
docks,  water  craft,  and  property  devoted  to  navigation,  is  assessed 
by  the  State  Tax  Commission.<^  All  other  property  of  railroads  is 
assessed  locally./ 

Unrestricted  by  statutory  limitations  with  respect  to  methods 
of  assessing  operating  property  the  State  Tax  Commission,  follow- 
ing a  decision  of  the  Oregon  supreme  coiurt,^  usually  employs  the 
capitalization  of  net  earnings  method,  namely,  the  average  of  net 
earnings  for  a  period  of  five  years  is  capitalized  at  6  per  cent.* 
Cost  of  reproduction  of  the  property  is  also  considered.* 

o  In  so  far  as  the  law  requires  the  payment  of  a  license  fee  based  upon  the  whole 
amount  of  the  capital  stock  of  a  foreign  corporation,  whether  employed  within  the  State 
or  not,  it  is  void.    Hirschfeld  v.  McCullagh,  64  Oreg.,  502  (1913). 

&  Laws,  1913,  chap.  381. 

c  L.  Oreg.  L.,  sec.  6707. 

<*  Laws,  1913,  chap.  381. 

«  L.  Oreg.  L.,  sees.  3617-3619,  as  amended,  Laws,  1913,  chap.  193.  Operating  prop- 
erty includes  lands  and  buildings,  rights  of  way,  roadbed,  tracks,  rolling  stock,  poles, 
wiresi  machinery  and  appliances,  and  all  other  property  of  a  like  or  dififerent  kind 
used  in  carrying  on  its  business. 

/  n)id.,  sec.  3618,  as  amended,  Laws,  1913,  chap.  193. 

If  The  total  assessable  value  of  a  railroad  may  be  determined  by  a  consideration  of 
the  cost  of  construction,  the  cost  of  replacement,  the  railroad's  connection  with  other 
roads,  its  advantages  for  commanding  the  carrying  trade,  the  rental  value,  the  net 
earnings  and  the  market  value  of  its  stocks  and  bonds  and  then  by  computing  the 
average  net  earnings  per  mile  of  road  for  a  series  of  years  and  capitalizing  the  value 
from  these  earnings  at  the  rate  of  interest  paid  on  its  bonded  indebtedness.  Oregon 
&  California  R.  R.  Co.  v.  Jackson  County,  38  Oreg.,  589  (1901). 

A  L.  Oreg.  L.,  sec.  3622,  as  amended  by  Laws,  1913,  chap.  193.  In  using  the  capi- 
talization of  net-earnings  plan,  ''the  board  has,  wherever  possible,  taken  into  consider- 
ation average  net  earnings  for  a  period  of  five  years,  and  has  used  as  a  general  rate  of 
capitalization  6  per  cent. "    Report  of  the  State  Board  of  Tax  Commissioners  for  191 1, 

P-  13- 

<  Letter,  State  Tax  Commission,  Feb.  28,  1914. 
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■ 

The  proportion  of  the  value  of  the  operating  property  taxable 
in  Oregon  is  determined  on  an  all-track  mileage  basis  and  reduced 
to  a  valuation  per  mile.**  As  equalized  for  each  county  in  which 
the  road  operates  this  valuation  per  mile  is  reduced  to  that  fraction 
of  true  value  which  is  applied  m  assessmg  other  property  therein.^ 
Thus,  the  equalized  valuation  per  mile  for  a  particular  county, 
multiplied  by  the  ntunber  of  miles  of  track  belonging  to  the  com- 
pany for  which  the  valuation  is  found,  equals  the  total  assessment 
of  its  operating  property  in  that  county. 

If  the  above  described  method  is  not  practicable,  the  State 
Tax  Commission  may  value  the  entire  property  as  a  unit,  allowing 
for  property  outside  of  the  State  not  directiy  connected  with  the 
railroad  business  and  for  property  in  the  State  which  is  assessed 
locally.  The  value  to  be  assigned  to  Oregon  is  the  proportion  of 
the  entire  value  which  the  number  of  miles  of  track  in  Oregon 
bears  to  the  railroad's  entire  track  mileage.  The  commission 
then  determines  the  value  of  the  branch  lines.  The  value  of 
branch  lines  is  subtracted  from  the  total  value  of  the  company's 
property  in  the  State,  and  the  remainder  equals  the  value  of  the 
main  line  m  Oregon.*  Assessments  under  this  method  are,  like 
assessments  under  the  capitalization  of  net-earnings  method,  appor- 
tioned to  the  several  counties  according  to  the  mileage  of  main 
track,  spurs,  yard  tracks,  and  sidetracks  and  the  county  assessor 
likewise  apportions  the  same  among  the  smaUer  taxing  districts.^ 
"The  taxable  value  assigned  to  each  county  and  certified  for 
extension  on  the  county  roll  is  apportioned  in  accordance  with 
that  county's  ratio  of  assessment  to  actual  value,  determined  by 
the  general  basis  of  assessment  of  other  property  in  the  county. ' '  • 

The  assessments  are  based  on  reports  filed  annually  by  each 
railroad  company  with  the  State  Tax  Commission,^  on  reports 

»!/.  Greg.  L.i  sees.  3617-3626,  as  amended  Laws  1913,  chap.  193. 

^Ibid.,  sees.  3629,  3641,  as  amended  Laws,  1913,  chap.  193.  Report  of  Board  of 
State  Tax  Commissioners,  191 1,  p.  12. 

^  Ibid.,  sees.  3622-3625,  as  amended  Laws,  1913,  chap.  193. 

^'Ibid.,  sees.  3626,  3635,  as  amended.  Laws,  19131  chap.  193;  sec.  3670  as  amended 
by  Laws,  1913,  chap.  184. 

^Ibid.,  sees.  3629,  3641,  as  amended  Laws,  1913,  chap.  193.  If,  for  instance,  a  rail- 
road is  assessed  and  equalized  at  $60,000  per  mile  and  a  comity  through  which  the  rail- 
road runs  usually  assesses  property  at  50  per  cent  of  its  actual  value,  the  riailroad  value 
apportioned  to  that  cotmty  would  be  at  the  rate  of  $30,000  per  mile.  Report  of  the 
Board  of  State  Tax  Commissioners,  191 1,  p.  12. 

/  Ibid.,  sec.  3622,  as  amended  Laws,  1913,  chap.  193. 
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filed  with  any  other  public  officials  in  the  State,"  and  when  neces- 
sary on  personal  inspection.  The  annual  reports  filed  with  the 
commission  show  among  other  items  the  entire  value  of  property, 
capitalization,  earnings,  track  mileage,  and  its  operations  for  one 
or  five  years  as  the  commission  may  direct.* 

Express,  Telegraph,  Telephone,  and  Car  Companies. 

Domestic  and  foreign  express,  telegraph,  telephone,  and  car 
companies  pay  the  general  property  tax  locally  for  state  and  local 
purposes.  In  addition  they  pay  to  the  State  for  state  purposes 
annual  license  taxes.  Domestic  companies  pay  the  graduated 
license  tax  based  on  authorized  capital  stock,  ^  and  foreign  com- 
panies pay  the  fixed  annual  license  tax  of  $100.^ 

Assessment  of  the  operating  property  of  these  companies  is 
made  by  the  State  Tax  Commission.  The  usual  method  of  deter- 
mining the  value  of  express  and  telegraph  companies  is  by  capi- 
talizing the  net  earnings  at  a  certain  percentage.^  An  appraisal 
value  of  the  corporate  property  is  also  considered.  The  entire 
property  of  the  company  is  valued  as  a  imit,  allowance  being 
made  for  property  outside  of  the  State  not  directly  connected 
with  its  business.  The  valuation  assigned  to  Oregon  is  the  pro- 
portion of  the  entire  value  which  the  number  of  miles  of  route  of 
express  companies  and  of  wire  of  telegraph  companies  in  Oregon 
bears  to  the  company's  total  mileage  of  route  or  of  wire  wherever 
located/  The  valuation  assigned  to  the  various  counties  wherein 
these  companies  operate  is  based  on  the  ntmiber  of  miles  of  express 
route  or  of  miles  of  smgle  telegraph  wire  located  therein. 

Where  practicable  the  property  of  telephone  companies  is  also 
valued  on  the  capitalization  of  net-earnings  basis.  Like  express 
and   telegraph   companies'   valuations,   the   entire   property   of 

<>  The  appraisal  values  of  all  railroads  in  the  State,  as  recently  made  by  the  Rail- 
load  Commission  of  Oregon,  are  noticed  by  the  State  Tax  Commissioners.  Report 
of  Railroad  Commission,  191 1,  p.  19. 

^  L.  Greg.  L.,  sec.  3620,  as  amended  Laws,  1913,  chap.  193. 

c  Ibid.,  sec.  6707. 

^  Laws,  1913,  chap.  381. 

<  "In  using  this  plan  of  valuation  the  Board  has,  wherever  possible,  taken  into 
consideration  average  net  earnings  for  a  period  of  five  years  and  has  used  as  a  general 
rate  of  capitalization  6  per  cent."  Report  of  Board  of  State  Tax  Commissioners, 
1911,  p.  13. 

The  rate  of  capitalization  now  applied  to  telegraph  and  telephone  companies  is  7 
per  cent,  and  to  express  companies  8  per  cent.  Letter,  State  Tax  Commission,  Feb. 
38,  Z914. 

/  In  determining  the  total  miles  of  route  of  express  companies  ocean  mileage  is 
given  only  one-tenth  of  actual  length.    Interview  with  state  officials,  January,  1913. 
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telephone  companies  is  valued  as  a  unit.  Apportionment  to  the 
counties  is  based  on  single- wire  mileage;  consideration  is  given, 
however,  to  the  number  of  instruments  and  poles  used  therein. 

Car  companies  ®  are  assessed  on  the  value  of  the  estimated 
average  number  of  cars  operated  in  Oregon  during  the  preceding 
year.  The  assessment  for  each  company  is  based  on  reports 
to  the  State  Tax  Commission  and  is  determined  as  follows:  The 
total  number  of  miles  made  in  Oregon  by  the  cars  is  divided  by 
the  number  of  days  in  the  year.  The  quotient  divided  by  the 
number  of  miles  a  car  is  supposed  to  travel  in  one  day  gives  the 
estimated  number  of  cars  subject  to  assessment.* 

Apportionment  is  made  to  the  counties  on  a  car-mileage  basis. 

The  county  assessors  apportion  the  assessments  of  express, 
telegraph,  telephone,  and  car  companies  among  the  smaller  taxing 
districts  on  the  same  basis  as  they  are  assigned  to  the  counties.* 
Before  apportionment  proper  adjustments  are  made  by  the  com- 
mission so  as  to  conform  its  assessment  to  the  standard  adopted 
by  local  assessors.^ 

Nonoperating  property  is  assessed  locally.* 

These  companies  make  reports  to  the  state  commission  contain- 
ing information  similar  to  that  required  of  railroad  companies.^ 

Public  Utilities. 

Water,  gas,  and  electric  companies,  domestic  and  foreign,  pay 
the  general  property  tax  locally  for  state  and  local  purposes.  In 
addition  they  pay  to  the  State  for  state  purposes  annual  license 
taxes.  Domestic  companies  pay  the  graduated  annual  license 
tax  on  authorized  capital  stock, ^  and  foreign  companies  pay  the 
fixed  annual  license  tax  of  $100.* 

Except  locks  and  property  devoted  to  navigation  the  property 
necessary  to  the  exercise  of  the  franchises  of  these  companies  is 

<>  Sleeping  car,  refrigerator  car,  and  oil  car  and  tank  line  companies. 

&  Interview  with  state  officials,  January,  1913. 

c  L.  Oreg.  L.,  sec.  3635,  as  amended  Laws,  1913,  chap.  193. 

^  Ibid.,  sec.  3641,  as  amended  Laws,  1913,  chap.  193.  Complaint  of  the  excessive 
administrative  work  involved  in  this  system  of  apportionment  is  made  in  the  Report 
of  the  Board  of  State  Tax  Commissioners,  191 1,  pp.  30,  31,  and  the  board  recommended 
that  the  tax  for  each  public-service  company  "be  computed  by  applying  an  average 
rate  of  levy  to  the  unit  assessment  of  the  entire  operating  property  of  the  company 
taxable  within  the  state." 

«  Ibid.,  sec.  3618,  as  amended  Laws,  1913,  chap.  193. 

/  Ibid.,  sec.  3620,  as  amended  Laws,  1913,  chap.  193. 

ff  Ibid.,  sec.  6707. 

^  Laws,  1913,  chap.  381. 
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assessed  by  the  State  Tax  Commission.'*  The  property  of  each 
company  is  valued  as  an  entirety,  such  valuation  being  usually 
based  on  capitalization  of  net  earnings,  with  an  allowance  for  locks 
and  property  devoted  to  navigation.  The  total  valuation  is  sepa- 
rated into  lines  and  generating  plant.  Lines  are  further  separated 
into  transmission  lines  and  service  lines  and  a  mileage  valuation 
assigned  to  each  class.  The  valuation  of  lines  is  apportioned  to  the 
proper  counties  according  to  a  mileage  basis  and  generating  plants 
according  to  situs.  Valuations  as  apportioned  to  the  counties  are 
adjusted  to  correspond  with  the  assessment  of  other  property 
therein.  Like  apportionment  is  made  by  county  officials  to  the 
local  taxing  districts. 

Other  property  of  public-utility  companies  is  assessed  locally.* 
These  companies  are  also  required  to  pay  the  State  for  the  use  of 
water  power  taken  from  natural  streams. 

Navigation  Companies. 

Navigation  companies  pay  the  general  property  tax  locally  for 
state  and  local  purposes.  In  addition  they,  like  the  companies 
above  mentioned,  are  subject  to  annual  license  taxes  for  state 
purposes. 

Vessels,  steamboats,  and  other  water  craft  are  assessable  at  their 
home  port.  ^ 

County  courts  may  grant  ferry  licenses  and  determine  the  proper 
charge  therefor,  such  charge,  however,  can  not  exceed  $100  per 
anntun.^ 

Mercantile  and  Manufacturing  Corporatioifs. 

Mercantile  and  manufacturing  corporations  pay  the  general 
property  tax  locally  for  state  and  local  purposes.  In  addition, 
domestic  companies  pay  the  graduated  annual  license  tax  based,  on 
authorized  capital  stock  **  and  foreign  companies  pay  the  fixed 
annual  license  tax  of  $100./ 


«  L.  Oreg.  L.,  sec.  3617,  as  amended  Laws,  1913,  chap.  193. 

^  Ibid.,  sec.  3618,  as  amended  Laws,  19 13,  chap.  193. 

c  Ibid.,  sees.  3563,  3618,  as  amended  Laws,  1913,  chap.  193. 

Vessels  belonging  to  a  Washington  corporation,  which  docked  and  used  an  Oregon 
port  as  the  basis  of  operations  for  commerce  upon  the  Columbia  River  and  the  ocean, 
were  held  not  taxable  in  Oregon,  even  for  the  number  of  days  actually  present  in 
Oregon,  their  situs  for  taxation  being  considered  in  Washington.  Callender  Nav.  Co. 
V.  Pomeroy,  61  Greg.,  343  (1912). 

d  L.  Oreg.  L.,  sec.  6490. 

«  Ibid.,  sec.  6707. 

/  Laws,  1913,  chap.  381. 
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Goods,  wares,  and  merchandise,  and  material  and  machinery 
used  in  manuf acttu-e  or  other  business  in  the  State  are  taxed  in  the 
county  or  municipality  where  located.** 

Other  personal  property  of  manufacturing  and  mercantile  cor- 
porations is  taxed  in  the  county  where  the  principal  place  of  busi- 
ness of  the  corporation  is  located.* 

Corporations  engaged  in  the  fishing  industry  are  subject  to  the 
following  annual  special  taxes:  (a)  A  tax  based  on  the  kind  of 
trap  or  net  tised  in  the  catch,  ranging  from  $2.50  for  a  set  net  to 
$35  for  a  stationary  fish  wheel;  ^  (b)  a  tax  on  canneries  of  salmon, 
ranging  from  $100  for  packs  of  5,000  cases  or  less^  to  $1,500  for 
packs  over  65,000  cases;  ^  (c)  a  tax  on  dealers  other  than  canners 
who  buy,  sell,  pack,  or  preserve  salmon  or  sturgeon,  ranging  from 
$5  for  handling  less  than  3  tons  to  $2,000  for  handling  over  2,000 
tons  a  year/ 

Stockholders  and  Bondholders.^ 

Shares  of  stock  of  domestic  and  foreign  corporations  of  the 
classes  herein  treated  are  not  taxed  to  the  holder  when  the  property 
of  such  corporations  is  taxed  in  the  State.*  Otherwise  shares  are 
taxable  to  the  holders  thereof.^  Bonds  like  other  personal  property 
are  taxable. 

Foreign  Corporations. 

There  is  practically  no  difference  in  the  assessment  and  taxation 
of  foreign  and  domestic  corporations  under  the  general  property 
tax. 

«  L.  Greg.  L.,  sec.  3565. 
6  Ibid.,  sec.  3563. 
c  Ibid.,  sec.  5298a. 
^  48  pounds  to  the  case. 

<  L.  Greg.  L.,  sec.  5300. 

A  cannery  claimed  that  it  did  not  own  a  number  of  cases  of  salmon  which  had  been 
assessed  to  it,  but  the  court  held  under  the  law  providing  that  personal  property  in 
possession  of  trustee  shall  be  assessed  to  the  person  in  possession,  the  cases  were 
assessable  to  the  cannery,  even  though  it  did  not  own  the  same.  Elmore  Packing  Co. 
V.  Tillamook  County,  55  Greg.,  218  (1909). 

/L.  Greg.  L.,  sec.  5301. 

If  The  Oregon  Special  Tax  Commission  which  reported  to  the  governor  on  June  30, 
1906  (p.  35),  stated  that  it  regretted  that  present  constitutional  provisions  prohibit 
the  exemption  from  taxation  of  bondholders  of  corporations  whose  corporate  stock  or 
property  is  taxed. 

The  people  rejected  in  191 2  a  measure  proposed  by  initiative  petition,  to  exempt 
from  taxation  all  shares  of  stock  and  bonds,  except  bank  stocks. 

>  If.  Greg.  L.,  sec.  3566. 

<  Ibid",  sec.  3553. 
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Formerly  foreign  corporations  were  subject  to  the  annual  grad- 
uated tax  on  authorized  capital  stock.*  All  foreign  corporations 
doing  business  in  the  State,  except  insurance  and  surety,  now  pay 
the  State  for  state  purposes  a  fixed  annual  license  tax  of  $100.* 

m.  FINANCIAL  RESULTS. 
Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  24  per  cent. 

Total  Statu  R^cbipts,  Taxes  from  Corporations,  Other  Taxes,  and  Receipts 
FROH  Sources  Other  than  Taxes,  Year  Ended  Sept.  30,  1912.^ 

Total  state  receipts,  all  sources $4,  777, 621. 33 

State  taxes  from  corporations: 

Steam  railroads  ^ S259, 059. 31 

Electric  and  street  railway  companies  ^ 72, 052.  26 

Union  station  and  depot  companies  ^ 14, 388.  76 

Telephone  companies  <* 15, 043.  71 

Telephone  companies  (gross  receipts  license  fees)  « .  .  34, 399. 08 

Telegraph  companies  <* i,  487. 02 

Express  companies  << 2, 881. 31 

Express  companies  (gross  receipts  license  fees) 16, 386. 65 

Sleeping-car  companies  <* i,  407.  75 

Refrigerator-car  companies 267.  59 

Oil  and  tank  line  companies  / 13, 707. 49 

Capital-stock  tax  (annual  license  fees) 171, 482.  70 

Incorporation  fees  ff 54, 791.  84 

Insurance  companies,  taxes,  fees,  etc no,  678. 39 

Fees  for  examination  of  banks 7, 615.  70 

Total  ascertainable  state  taxes  from  corporations 775, 649.  56 

Other  taxes: 

Inheritance  tax 74, 269. 40 

Hunting,  fishing,  automobile,  etc.,  licenses^ 172, 926.  57 

General  property  tax  <  (less  $366,587.71  above  esti- 
mated)    2, 175, 107.  88 

Total  state  taxes  not  from  corporations 2, 422, 303.  85 

Total  taxes  for  state  purposes,  all  sotu'ces 3, 197, 953.  41 

a  Declared  unconstitutional  as  to  foreign  corporations  in  Hirschfeld  v.  McCuUagh, 
64  Oreg.,  502  (1913),  see  p.  187,  footnote. 

*  Laws,  1913,  chap.  381. 

c  Biennial  reports,  1911-12,  State  Treasurer,  Board  of  State  Tax  Commissioners, 
and  Secretary  of  State. 

d  Estimated  by  applying  the  average  state  rate  of  3.44  mills  on  the  dollar  to  the 
apportioned  value.    (Interview  with  tax  commissioners,  Jan.  28,  1913.) 

«  $13,446.03  of  this  amount  was  collected  from  tax  judgments. 

/  $13,648.76  of  this  amount  was  collected  from  tax  judgment  against  Standard  Oil  Co. 

9  Half  amount  shown  in  Biennial  Report  of  Secretary  of  State. 

A  Motor  vehicles,  hatchery  and  game  protection  funds.  Treasurer's  Report. 

i  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  practically  impos- 
sible to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 

49084*— 14 1« 
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Receipts  from  sources  other  than  taxes:  a 

School  ftind,  principal,  interest,  etc $i,  236, 036. 12 

Agricultural  College  fund,  principal,  etc 33,  528. 13 

University  fund,  principal,  etc 18,  701,  53 

Burbank  Trust  fund,  principal,  etc .6, 087. 83 

United  States,  soldiers'  home  aid 13, 925. 00 

Miscellaneous  fees 89, 949. 35 

Miscellaneous  receipts 118, 502. 93 

United  States  forest  reserve  and  land  sales 48, 397. 97 

Interest  on  deposits,  etc 14,  539. 06 

Total  receipts  from  sources  other  than  taxes $1, 579, 667. 92 

Total  state  receipts,  all  soiu-ces 4, 777, 621. 33 

IV.  COMMENTS. 

HistoricaL 

Like  many  other  States,  Oregon's  history  of  taxation  of  corpora- 
tions is  one  of  increasing  revenue,  obtained  through  higher 
valuations,  which  include  franchise  and  earning  power  and 
to  a  less  extent  through  the  imposition  of  taxes  supplemental 
to  the  general  property  tax.  Oregon's  constitution -subjects  all 
property,  unless  exempt,  to  the  general  property  tax  and  all 
specific  taxation  is  therefore  supplemental.  Previous  to  1903 
there  were  practically  no  supplemental  specific  taxes  on  corpora- 
tions. The .  State  depended  almost  entirely  upon  the  general 
property  tax  as  assessed  and  collected  by  county  officials. 

In  1903  all  domestic  and  foreign  corporations  were  required  to 
pay  a  graduated  tax  in  the  nature  of  a  business  or  excise  tax 
based  on  their  authorized  capital  stock,  in  1906  certain  public- 
service  corporations  were  in  addition  subjected  to  a  tax  on  gross 
receipts  or  earnings,  and  in  1907  franchise  value  or  earning  power 
was  by  statute  required  to  be  included  in  the  general  property 
tax  assessment  of  all  corporations.  In  1909  the  State  Board  of 
Tax  Commissioners  (now  the  State  Tax  Commission)  was  created 
and  given  power  to  assess  public-service  corporations.*  Prior  to 
the  creation  of  this  board  assessments  were  made  solely  by  local 
officials.  Probably  due  to  the  decisions  of  the  United  States 
Supreme  Court  in  the  Kansas  cases  ^  the  law  of  1903  was  amended 
in  191 3  so  as  to  relieve  foreign  corporations  of  the  tax  on  their 
authorized  capital  stock,  by  substituting  a  fixed  tax  oi  $100  per 

a  Items  taken  from  treasurer's  report, 
b  Laws,  1909,  chap.  218. 

c  Western  Union  Telegraph  Co.  v.  Kansas,  216  U.  S.,  i  (1910),  and  Pullman  Co,  ?. 
Kansas,  216  V.  S.,  56  (1910). 
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annum,*  and  the  law  of  1906  was  judicially  declared  repealed.** 
This  left  corporations  subject  to  assessment  on  all  property  includ- 
ing franchise  or  earning  power  with  a  graduated  business  or  excise 
tax  on  the  capital  stock  of  domestic  corporations,  and  a  fixed  tax 
of  $100  per  annum  on  foreign  corporations. 

As  far  back  as  1864  ^  the  rolling  stock  of  railroads  was  assessable 
at  the  principal  terminus,  depot,  office,  or  place  of  business  of  the 
corporation.  This  was  changed  in  1885  ^  by  providing  that  rail- 
roads should  report  to  each  county  the  total  mileage  and  total 
amount  of  rolling  stock  used  in  the  State  and  that  each  county 
should  assess  the  proportionate  part  of  the  railroad  rolling  stock 
which  the  mileage  of  the  road  in  the  county  bore  to  the  total 
mileage  of  the  road  in  the  State.  All  other  property  of  corpora- 
tions was  taxed  in  the  same  manner  as  the  property  of  individuals, 
namely,  by  local  assessors  in  the  county  where  located.  "Down 
to  the  year  1910,'*  says  the  first  report  of  the  board,*  "Oregon 
followed  what  has  been  repeatedly  termed  the  '  primitive  method' 
of  assessing  property  of  companies  doing  public-service  business. 
*  *  *  This  primitive  method  consisted  in  the  assessment  of 
connected  parts  of  a  public-service  property  by  diflFerent  county 
assessors,  each  one  placing  an  independent  valuation  on  the 
port  within  his  jurisdiction." 

A  sample  of  the  undervaluation  of  public-utility  corporations 
which  took  place  before  the  creation  of  the  Board  of  State  Tax 
Commissioners  is  given  in  the  1906  report  of  the  Special  Tax 
Conunission,/  in  which  it  is  stated  that  in  1905  one  street- 
railway  system  was  underassessed  probably  to  the  extent  of 
$3,000,000  and  a  water-power  and  railway  company  to  the  ex- 
tent of  $2,000,000. 

Method  of  Legislation  and  Cctastitutibnal  Amendments. 

Oregon's  system  of  legislating*  on  taxation  has  been  changed 
frequently  in  recent  years.  In  1902  the  people  adopted  as  part 
of  the  constitution  the  initiative  and  referendum  whereby  laws 
and  constitutional  amendments  could  be  proposed  by  the  people 
and  enacted  or  rejected  by  them  at  the  polls  independently  of  the 
legislature  and  of  the  veto  of  the  governor,  and  whereby  acts 

«  Laws,  1913,  chap.  381. 

ft  State  V.  Wells,  Fargo  &  Co.,  64  Greg.,  421  (1913). 

«  Act  of  Oct.  24,  1864. 

<*  Act  of  Nov.  24,  1885. 

<  Report  of  Board  of  State  Tax  Commissioners,  191 1,  p.  10. 

/Report  of  Special  Tax  Commission,  1906,  pp.  19,  21. 
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of  the  iegislature  could  also  be  similarly  approved  or  rejected. 
The  gross-receipts  or  earnings  taxes  above  referred  to,  certain 
personal  property  exemptions,  and  the  following-described  con- 
stitutional amendment  of  19 10  are  measures  passed  under  the 
initiative  provision.  This  amendment,  adopted  in  19 10  and 
repealed  in  191 2,  was  of  broad  scope.*  It  provided  that  no  bill 
regulating  taxation  or  exemption  should  become  a  law  until 
approved  by  the  people  at  a  regular  election,  and  that  whatever 
should  be  declared  taxable  or  exempt  in  any  measure  by  either 
the  legislature  or  by  initiative  petition,  should  not  be  invalidated 
by  constitutional  restrictions;  counties  could  regulate  taxation 
and  exemptions  subject  to  any  general  law  thereafter  enacted.* 
The  amendment  practically  deprived  the  legislatiu-e  of  the  right 
to  legislate  on  matters  of  taxation.  As  a  consequence  the  191 1 
legislattu"e  by  joint  resolution*^  appointed  a  committee  to  act  in 
conjunction  with  the  Board  of  State  Tax  Commissioners  to  pre- 
pare recominendations  and  arguments  for  or  against  any  tax 
meastu-e  to  be  voted  at  the  19 12  election.  This  measure  was 
before  the  voters,  and  largely  through  the  eflForts  of  the  committee 
and  the  tax  board  it  was  repealed. 

From  the  date  of  its  admission  to  the  Union, ^  Oregon's  constitu- 
tion has  required  equality  and  uniformity  in  taxation,'  and  just 
valuation  of  all  property.'  Attempts  to  repeal  these  by  provisions 
limiting  tmiformity  to  the  same  class  of  property  and  providing 
for  the  separation  of  sources  of  state  and  local  revenue  were  de- 
feated in  1910  and  again  in  191 2. 

Other  noteworthy  tax  provisions  defeated  at  the  191 2  election 
were:  A  constitutional  amendment  intended  to  permit  a  propor- 

o  Constitution,  Art.  IX,  sec.  la. 

b  The  State  Board  of  Tax  Commissioners,  in  its  191 1  report  (pp.  23,  24),  states  that 
this  sp-called  "local  option"  in  taxation,  authorizing  the  enactment  of  laws  for 
independent  systems  of  taxation  in  the  several  cotmties  is  "contrary  to  the  general 
course  of  rational  tax  reform .  We  believe  that  the  tendency  of  well-considered  l^sla- 
tion  on  this  subject  should  be  toward  centralization  of  authority  and  unifonnity  of 
laws  and  methods  of  assessment  and  taxation  within  state  jurisdictions.  *  *  * 
With  a  diversity  of  standards  and  methods  of  taxation  within  the  State,  the  difficulties 
and  uncertainties  in  determining  the  equitable  share  that  each  county  should  con- 
tribute, directly  or  indirectly,  to  the  revenues  of  the  State  will  be  greatly  increased. 
If  we  are  to  have  local  option  in  taxation,  we  should  certainly  provide  for  complete 
separation  of  the  sources  of  state  and  local  revenues. " 

cLaws,  191 1,  p.  523. 

^  Oregon  admitted  to  the  Union  in  1859. 

«  Constitution,  Art.  I,  sec.  32. 

/Ibid.,  Art.  IX,  sec.  x. 
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tional,  or  graduated  and  progressive  income  tax;  ®  a  bill  providing 
for  the  exemption  from  taxation  of  credits,  mortgages,  bonds,  and 
'*  all  stocks,''  except  bank  stocks  and  banking  capital;  a  bill  provid- 
ing for  a  revised  inheritance  tax  designed  to  conform  to  the  recom- 
mendations of  the  National  Tax  Association,  and  the  recent  legis- 
lation in  New  York;  and  a  constitutional  amendment  providing 
for  a  state- wide  single  tax  system. '^ 

Apportionment  of  State  Tax  on  General  Property. 

In  Oregon  the  county  is  the  unit  for  revenue-raising  purposes. 
State  taxes  are  not  assessed  at  a  uniform  rate  on  all  property,  but 
in  each  county  a  rate  is  applied  to  local  assessments  which  will 
produce  the  specific  amount  required  of  the  county  for  state 
expenses. 

This  system  was  started  in  1902  when  the  State's  shrre  of  the 
general  property  tax  was  apportioned  to  the  several  counties 
according  to  a  table  of  fixed  percentages  determined  by  the  legis- 
lature and  based  on  local  assessments  for  the  five  years  preceding. 
It  was  continued  until  1909,  but  in  1907  the  legislature  attempted 
the  **  apportionment-by-expenditure  method,"  namely,  the  appor- 
tionment of  the  state  direct  general  property  tax  according  to 
certain  expenditin^s  or,  which  is  the  same  thing,  according  to  the 
revenue  raised  in  each  county  for  such  expenditures. 

Both  of  these  plans  were  in  1909  declared  unconstitutional  by 
the  Oregon  supreme  comt.*'  During  the  same  year  the  legislattu-e 
provided  for  the  apportionment  of  the  state  direct  general  property 
tax  among  the  counties  in  proportion  to  the  value  of  taxable 
property  in  each.^  The  state  board  fixes  the  specific  amount 
which  each  county  must  raise  for  state  purposes  and  county  tax 
officials  fix  the  rate  required  to  produce  it.«  This  method  and  the 
method  previously  in  force  are  credited  with  a  tendency  to  check 
competitive  undervaluation  practiced  by  coimty  assessors  for  the 
purpose  of  reducing  to  the  minimum  county  contributions  to  state 
taxes.     With  respect  to  the  efifect  of  the  '*apportionment-by- 

o  The  above-mentioned  income  tax  amendment  failed  by  less  than  250  votes,  and 
the  legislature  in  1913  incorporated  similar  income-tax  proSrisions  in  the  amendment 
for  uniform  rules  of  taxation,  to  be  voted  on  in  1914. 

^  See  "Single  Tax  and  Home  Rule  in  Taxation,"  p.  199. 

c  Yamhill  County  v.  Foster,  53  Greg.,  124  (1909). 

^  L.  Greg.  L.,  sec.  3644;  Laws  1909,  chap.  218,  sec.  31. 

e  This  method  is  more  fully  described  tmder  ''Administration,"  supra. 
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expenditure  plan"  the  following  is  taken  from  the  "Monthly 
Bulletin  of  the  University  of  Oregon**:^ 

'*This  unique  Oregon  device  elicited  most  favorable  attention 
and  comment  thoroughout  the  coimtry.  It  is  somewhat  a  matter 
of  state  humiliation  that  this  promising  principle  of  apportion- 
ment could  not  have  had  thorough  development  by  the  legislature, 
and  a  matter  of  regret,  too,  that  an  amendment  of  the  state  con- 
stitution could  not  have  been  made  in  time  to  give  the  device  a 
fair  trial.  *  *  *  Though  expenditure  apportionment  could 
never  have  brought  us  anywhere  near  the  goal  of  equitable  taxa- 
tion, it  did  have  a  fine  tonic  efifect  upon  the  system. ' ' 

Separation  of  Sources  of  State  and  Local  Revenues. 

It  has  been  stated  that  a  constitutional  amendment  providing 
for  the  separation  of  revenues  was  defeated  at  the  last  two  elec- 
tions, but  while  the  margin  was  more  than  10,000  in  1910,  it  was 
less  than  5,000  in  191 2. 

The  Board  of  State  Tax  Commissioners  and  the  Legislative  Tax 
Committee  in  a  pamphlet  ^  stated  that  the  purpose  of  the  amend- 
ment was  to  provide  a  broad  and  safe  foundation  for  genuine  tax 
reform  in  Oregon ;  that  the  present  system  makes  but  a  pretense  of 
taxing  all  property,  tangible  and  intangible,  by  one  imiform  nile  and 
method ;  that  such  a  system  was  tolerably  adapted  to  the  economic 
and  industrial  conditions  of  a  half  centiuy  and  more  ago,  but  that 
it  is  too  rigid  to  permit  equitable  taxation  of  the  widely  varied 
forms  of  property  of  to-day,  and  too  limited  to  reach  many  classes 
of  private  wealth  that  should  bear  a  part  of  the  public  burden; 
that  1 1  States  are  now  permitted  to  modify  or  abandon  the  general 
property  tax;  that  in  no  one  of  the  remaining  States  has  the  gen- 
eral property  tax  been  satisfactory ;  and  that  this  is  the  unbroken 
testimony  of  every  tax  commissioner,  political  economist,  or  ex- 
pert who  has  given  thoughtful  consideration  to  the  subject. 

Some  of  the  arguments  of  the  opponents  were  that  corporations 
would  be  overtaxed,  that  such  overtaxation  would  be  borne  by 
the  public  in  the  form  of  higher  traffic  and  other  rates;  that  the 
schools  would  lose  the  benefit  of  the  railroad  taxes,  and  that  sepa- 
ration of  sotu-ces  would  lead  to  extravagant  state  expenditures. 

a  February,  1909,  pp.  17-18.  In  an  article  in  the  "Quarterly  Journal  of  Econom- 
ics,** May,  1910,  entitled  "The  Separation  of  State  and  Local  Revenues,"  Prof. 
Charles  J.  Bullock  of  Harvard  University  disapproves  the  apportionment-by- 
expenditure  plan. 

^  Publicity  Pamphlet,  Measures  and  Arguments,  1912  Election,  Secretary  of  State, 
p.  22, 
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The  Board  of  State  Tax  Commissioners  proposed  gradual  transi- 
tion toward  separation  by  deriving  the  state  revenue  from  the  fol- 
lowing sources:  (a)  The  present  inheritance  tax  with  increased  rates; 
(6)  a  mortgage  recording  tax  similar  to  the  New  York  and  the 
Minnesota  taxes,  and  the  exemption  of  mortgages  tmder  the  gen- 
eral property  tax;  (c)  the  taxation  of  express,  telegraph,  telephone, 
and  car  companies  at  an  average  rate  of  taxation;  and  (d)  a  small 
direct  tax  on  general  property.  By  continuing  the  levy  of  a 
small  direct  general  property  state  tax,  elasticity  of  revenue  and 
the  interest  of  the  individual  tax  payer  in  legislative  appropria- 
tions would  be  preserved.^ 

The  question  of  separation  of  sources  of  state  from  local  revenue 
in  the  form  of  constitutional  amendments  will  again  be  voted  on 
in  1914.* 

Single  Tuz  and  '^Home  Rule"  in  Taxation. 

Single  tax  measures  have  been  before  the  people  of  Oregon  at 
each  of  the  last  three  biennial  elections.  In  1908  it  was  proposed 
by  initiative  petition  to  amend  the  constitution  by  exempting 
from  taxation  all  improvements  on  lands,  including  machinery  and 
buildings  of  manufacturing  plants,  and  also  farm  machinery,  fruit 
trees,  live  stock,  household  fiunittu-e.  and  tools  of  workmen.  This 
was  defeated  by  a  vote  of  60,871  to  32,006. 

In  1 9 10  a  constitutional  amendment,  intended  primarily  for 
a  different  purpose  but  having  single-tax  features,  was  also 
proposed  by  initiative  petition  and  received  a  favorable  vote  at 
the  election  of  that  year.^  Before  any  law  had  been  passed  under 
its  provisions,  however,  the  people  voted  its  repeal.**  The  particu- 
lar part  of  the  amendment  favorable  to  the  single  tax,  namely, 
the  provision  for  "local  option"  or  *'home  rule*'  in  taxation, 
provided  that  none  of  the  restrictions  of  the  constitution  should 
apply  to  laws  declaring  what  and  how  property  should  be  taxed 
or  exempted;  and  empowered  the  people  of  the  several  counties  to 
regulate  taxation  and  exemptions  within  their  several  counties, 
subject  to  any  general  law  which  might  be  thereafter  enacted.  Re- 
garding this  part  of  the  amendment,  the  Board  of  State  Tax 
Commissioners  said:* 

<>  Report  of  the  Board  of  State  Tax  Commissioners,  191 1,  pp.  2^-3 1. 
6  Laws,  1913,  p.  803. 

^  Constitution,  Art.  IX,  sec.  la.    (See  p.  196.) 

d  Repealed  at  1912  election.    Those  voting  for  its  repeal  numbered  63,881;  against 
its  repeal,  47 >  150. 

«  Report  of  Board  of  State  Tax  Commissioners,  191 1,  pp.  34,  36. 
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"The  nattiral  tendency  tinder  local  option  in  taxation  will  be 
toward  disorganization  of  the  revenue  system  of  the  State.  Per- 
mitting the  counties  to  adopt  diflFerent  classifications  of  property 
to  be  taxed  or  exempted  and  dififerent  standards  of  value  in 
assessment  is  reasonably  certain  to  be  destructive  of  any  general 
and  orderly  plan  of  tax  reform.  Under  such  a  system  contro- 
versies and  jealousies  between  counties  are  apt  to  be  engendered 
and  principles  of  intercounty  comity  perverted.    *    *    * 

**In  a  well  ordered  program  of  legislation  tending  toward  the 
single  tax,  we  see  Uttle  to  fear  and  considerable  to  commend. 
Such  a  program  should  comprehend  general  legislation  applied  to 
the  entire  State  and  not  to  some  particular  county  or  cotmties. 
It  should  also  extend  over  a  period  of  years,  as  advised  by  the 
greatest  of  all  single  taxers,  permitting  a  gradual  adjustment 
m  economic  conditions,  instead  of  being  manifested  in  a  sudden 
and  radical  change  of  the  entire  scheme  of  taxation." 

Pursuant  to  the  provisions  of  the  above  1910  constitutional 
amendment,  the  electorate  of  three  cotmties  voted  on  single-tax 
measures  applicable  to  their  respective  counties  at  the  191 2  election. 
Each  of  these  measures  provided  for  the  exemption  from  taxation 
within  the  county  of  all  trades,  labor,  professions,  business, 
occupations,  personal  property,  and  improvements  on,  in  and 
under  the  land,  and  for  the  taxation  only  of  land  values,  franchises, 
and  rights  of  way,  water  power,  deposits,  natural  growths,  and 
natural  resources.     The  measures  were  defeated  in  each  county. 

A  graduated  single  tax  and  exemption  amendment  to  the  con- 
stitution was  proposed  by  initiative  petition  and  rejected  by  the 
people  in  1912.^  It  provided  for  specific  graduated  taxes  for 
county  purposes  in  addition  to  other  taxes,  upon  all  franchises 
and  rights  of  way,  land  and  other  natural  resources  in  excess  of 
$10,000  under  one  ownership  in  a  single  county,  and  for  the  assess- 
ment of  water  power  in  the  counties  where  situated ;  but  exempted 
from  taxation  all  personal  property,  including  improvements  on, 
in,  and  under  the  land.  Provision  was  made,  however,  for  coimty 
taxation  of  this  property  if  any  county  should  enact  a  law  for  that 
purpose.  It  was  claimed  by  the  advocates  of  this  amendment 
that  about  300  individuals  and  corporations  wotdd  (if  the  amend- 
ment had  been  adopted)  have  been  required  to  pay  $5,500,000  in 
taxes  on  property  which  was  during  that  year  taxed  at  less  than 
$3,000,000;  that  farmers  and  other  home  owners  would  have  had 
lower  taxes,  and  that  all  the  products  of  labor  and  industry  would 

^  There  were  31,534  votes  in  favor  of  the  amendment  and  82,015  against  it. 
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have  been  exempt  from  taxation."  The  legislative  tax  com- 
mittee and  Board  of  State  Tax  Commissioners  considered  the 
measure  arbitrary  and  unfair,  particularly  the  progressive  taxation 
of  property  under  one  ownership  valued  in  excess  of  $10,000  in 
one  county.  They  stated  that  the  result  would  be  a  lower 
amotmt  of  taxes  for  the  same  tract  if  it  should  extend  through 
several  coimties,  a  provision  in  contravention  to  equal  protection 
of  the  law  guaranteed  by  the  Federal  Constitution.'' 
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CALIFORNIA. 

L  GENERAL  VIEW. 

Chief  Features. 

First.  A  specific  constitutional  provision  requiring  the  separa- 
tion of  sotirces  of  state  and  local  revenue. 

Second.  State  taxation  of  public-service  corporations  on  gross 
receipts  and  of  nearly  all  other  classes  of  corporations  on  value  of 
franchises. 

Third.  Exclusive  local  taxation  by  the  general  property  tax,  on 
property  not  taxed  for  State  purposes. 

Property  Subject  to  Taxation  for  State  Purposes. 

The  new  California  system  provides  for  the  taxation  of  certain 
classes  of  corporate  property  and  receipts  for  state  ptuposes  only. 
The  tax  is  based  on  the  gross  receipts  of  railroad,  street-railway, 
car,  express,  telegraph,  telephone,  gas,  and  electric  companies;  on 
gross  premiums  of  insurance  companies;  on  the  capital  stock  and 
surplus  of  banks;  and  on  the  value  of  franchises  of  all  other  cor- 
porations. 

Property  Subject  to  Taxation  for  Local  Purposes. 

All  taxable  property  in  the  State,  other  than  (a)  property  used 
exclusively  in  the  business  of  companies  paying  the  tax  on  gross 
receipts,  (6)  the  capital  stock  and  surplus  of  banks,  (c)  the  fran- 
chises of  all  other  corporations,  is  assessed  and  taxed  locally  and 
for  local  purposes  only. 

Capital-Stock  or  Corporation-License  Tax. 

All  domestic  corporations  and  all  foreign  corporations  doing 
business  in  the  State  are  subject  to  an  annual  license' tax  for  state 
purposes.  This  tax,  based  on  authorized  capital  stock  was  re- 
repealed,  effective  Jime  30,  1914. 

Stockholders  and  Bondholders. 

Stocks  and  bonds  of  corporations  of  the  classes  herein  treated 
whose  property  is  located  in  the  State  are  not  assessable  to  the 
holders  thereof,  but  if  the  corporate  property  is  located  outside  of 
the  State,  the  stockholders  and  bondholders  are  assessable  on 
the  value  of  their  holdings. 
20a 
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Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  considered  are 
assessed  and  taxed  in  like  manner  as  similar  domestic  corpora- 
tions. 

Administration. 

The  State  Board  of  Equalization,  composed  of  the  state  con- 
troller and  four  members  elected  by  districts  every  four  years, 
assesses  and  levies  the  gross-receipts  taxes  of  railroad,  street- 
railway,  car,  express,  telegraph,  telephone,  gas,  and  electric  com- 
panies ;  the  ad  valorem  tax  on  franchises  exercised  by  certain  other 
companies,  and  the  tax  on  banks  and  insm'ance  companies.  For 
this  purpose  it  prepares  the  forms  of  reports  required,  inspects  the 
property  assessed,  conducts  hearings,  summons  witnesses,  requires 
production  of  books,  etc.  It  also  prescribes  rules  and  regulations 
to  govern  assessors  in  the  assessment  of  property  and  supervisors 
in  the  equalization  thereof,  and  equalizes  the  valuation  of  the. 
taxable  property  as  between  the  several  coxmties  in  the  State. 
(Constitution,  Art.  XIII,  sec.  9;  Code,  sec.  3692;  Laws,  191 1,  chap. 
335,  as  amended  by  Laws,  1913,  chap.  320.) 

Coimty  boards  of  supervisors  have  power  to  increase  or  lower 
the  entire  assessment  roll  or  any  assessment  in  their  respective 
counties  so  as  to  equalize  the  assessments  and  make  them  conform 
to  the  true  value  of  such  property  in  money. 

The  gross-receipts  taxes  of  public-service  corporations,  the  ad 
valorem  tax  on  franchises,  and  the  tax  on  banks  and  insurance 
companies  are  paid  to  the  state  treasurer.  The  annual  license 
taxes  from  all  corporations  are  paid  to  the  secretary  of  state. 
General  property  taxes  are  collected  by  the  county  tax  collectors, 
except  that  certain  cities  have  tax  collectors  for  mtmicipal  pur- 
poses.** 

<>  Sources  of  revenue  in  California: 

Municipalities  and  local  districts. — (a)  General  property  tax;  (6)  business  taxes  and 
licenses;  (c)  fees  and  fines;  (d)  municipal  industries. 
County. — (a)  General  property  tax;  (6)  poll  tax;  (c)  business  taxes  and  licenses; 

(d)  fees  and  fines. 

State. — (a)  Special  taxes  on  certain  public-service  and  financial  corporations;  (6) 
franchise  taxes  on  other  corporations;  (c)  annual  corporation  license  tax;  (d)  poll  tax; 

(e)  inheritance  tax;  (/)  fees,  fines  and  penalties;  (g)  income  from  sale  and  rental  of 
public  property. 
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n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES- 
CONSTITUTION.** 

This  State  has  recently  adopted  specific  constitutional  provi- 
sions reserving  exclusively  for  state  taxation  certain  public-service 
and  financial  corporations,  and  franchises  exercised  by  other 
corporations.* 

The  operating  property  and  franchises  of  raihoad,  street-rail- 
way, car,  express,  telegraph,  telephone,  gas,  and  electric  compa- 
nies are  to  be  taxed  on  gross  receipts  within  the  State  and  on 
proportionate  interstate  gross  receipts;  insurance  companies  on 
premium  receipts,  and  certain  banking  institutions  on  the  value 
of  shares  of  capital  stock,  with  deduction  for  locally  assessed  real 
estate ;  and  all  other  franchises  *  on  the  actual  value  thereof.     It  is 

a  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  the  State  as 
contained  in  statutes  and  amendments  to  the  Codes,  1913.  The  state  constitution  was 
originally  adopted  in  1879. 

&  Constitution,  Art.  XIII,  sec.  14. 

<?"  Whenever  a  corporation  is  legally  formed,  the  right  to  be  and  exist  as  such,  and, 
as  a  corporation,  to  do  the  business  specified  in  its  articles,  whether  it  be  a  banking 
business,  grocery  business,  or  the  operation  of  a  railroad,  ***|3*»*2 
valuable  right,  which  is  generally  known  as  the  corporate  franchise.  *  *  *  Certain 
occupations  are,  however,  of  such  a  nature  that  various  privileges  conferable  only 
by  the  sovereign  power  are  convenient,  and  in  most  cases  absolutely  essential,  to  the 
successful  maintenance  of  the  business  to  be  carried  on  *  *  *  such,  for  instance, 
as  the  right  to  use  public  highwa3rs.  Such  rights  and  privileges  are  also  known  as 
franchises,  but  they  constitute  a  class  entirely  distinct  from  and  independent  of  the 
corporate  franchise.  *  *  *  The  power  of  a  State  to  impose  a  tax  on  the  franchise 
of  a  corporation  in  the  nature  of  an  excise  or  duty,  does  not,  however,  exclude  the 
taxation,  in  a  proper  case,  by  a  valuation  made  by  the  assessor.  *  *  *  The  value 
of  the  franchises  of  a  corporation  is  not  limited  by  the  cost  of  obtaining  them.  *  *  * 
It  is  the  exercise  of  the  right  that  gives  the  value  that  otu:  laws  require  to  be  taxed. 
*  »  *  f^Q  assessor  certainly  had  the  right  to  take  the  value  of  the  shares  into 
consideration  in  determining  the  value  of  the  franchise. ' '  Such  elements  as  dividend 
or  profit  earning  power,  or  good  will  "would  be  included  in  an  assessment  of  such 
shares  to  the  stockholders,  a  method  of  assessment  which  the  State  is  at  liberty  to 
adopt  (in  fact,  bound  to  adopt),  unless  such  shares  are  otherwise  covered  by  the  assess- 
ment of  the  property  of  the  corporation."  As  to  the  contention  of  the  bank  that  it 
was  compelled  to  pay  a  tax  for  carrying  on  a  common  business  that  any  person  or 
partnership  has  a  right  to  carry  oh,  without  paying  such  tax,  which  it  is  ui^ged  is  in 
violation  of  the  fourteenth  amendment  of  the  Federal  Constitution,  the  court  said: 
"  If  this  contention  be  well  founded,  it  of  course  follows  that  no  tax  whatever  can  be 
imposed  by  any  State  on  the  corporate  franchise  of  any  corporation  which  is  engaged 
in  a  business  open  to  all  who  choose  to  engage  therein."  Bank  of  California  v.  City 
and  County  of  San  Francisco,  143  Cal.,  276;  64  L.  R.  A.,  918  (1904). 
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required  that  all  these  subjects  ^  be  taxed  at  specified  rates,  exclu- 
sively for  state  purposes  and  in  lieu  of  all  other  taxes  and  licenses 
upon  such  subjects.  The  rates  are  subject  to  change,  however, 
by  a  two-thirds  vote  of  all  members  of  the  legislature.* 

In  case  the  revenue  from  these  and  other  sources  is  insufficient 
for  the  support  of  the  public  schools,  the  State  University,  and 
other  state  expenses,  a  tax  may  be  levied  upon  all  property  in  the 
State,  including  the  subjects  mentioned  in  the  foregoing  paragraph.* 

All  property,  not  specifically  exempt,  and  all  property  not 
specifically  reserved  for  state  taxation,  "shall  be  taxed  in  propor- 
tion to  its  value"*  and  "assessed  in  the  county,  city,  city  and 
county,  town  or  township,  or  district  in  which  it  is  situated,  in 
the  manner  prescribed  by  law.*'** 

"Property"  is  "declared  to  include  moneys,  credits,  bonds, 
stocks,  dues,  franchises,  and  all  other  matters  and  things,  real, 
personal,  and  mixed,  capable  of  private  ownership."  The  legis- 
lature may  provide  for  a  deduction  from  taxable  credits  of  debts 
due  to  bona  fide  residents  of  the  State.« 

*  *A11  laws  of  a  general  nature  shall  have  a  uniform  operation."^ 

"The  legislature  shall  not  pass  local  or  special  laws  *  *  * 
for  the  assessment  or  collection  of  taxes  *  *  *  extending  the 
time  for  the  collection  of  taxes  *  *  *  granting  to  any  corpo- 
ration, association,  or  individual  any  special  or  exclusive  right, 
privilege,  or  immunity  " ;  or  "  exempting  property  from  taxation."  ^ 

"No  special  privileges  or  immunities  shall  ever  be  granted, 
which  may  not  be  altered,  revoked,  or  repealed  by  the  legislature, 
nor  shall  any  citizen,  or  class  of  citizens,  be  granted  privileges  or 
immunities  which,  upon  the  same  terms,  shall  not  be  granted  to 
all  citizens."^ 

<»Such  public-service  property,  insurance  companies,  and  franchises  are  taxable, 
however,  by  any  local  district  in  which  situated,  to  pay  any  bonded  indebtedness 
created  therein  before  the  adoption  of  these  provisions,  which  taxes  are  deducted 
from  the  amount  paid  the  State.  "Until  1918,  the  State  shall  reimburse"  counties 
for  net  loss  of  revenue  sustained  ' '  by  the  withdrawal  of  railroad  property  from  county 
taxation."  *  *  *  ''The  legislature  shall  provide  for  reimbursement"  of  districts 
by  counties  "where  loss  is  occasioned  in  such  districts  by  the  withdrawal  from  local 
taxation  of  property  taxed  for  State  purposes  only. "    Constitution,  Art.  XIII,  sec.  14. 

&  Constitution,  Art.  XIII,  sec  14. 

e  Ibid.,  Art.  XIII,  sec.  i. 

^  Ibid.,  Art.  XIII,  sec.  xo. 

«  Ibid.,  Art.  I,  sec.  11. 

/  Ibid.,  Art.  IV,  sec.  25. 

ff  Ibid.,  Art.  I,  sec.  az. 
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"The  legislature  shall  not  delegate  to  any  special  commission, 
private  corporation,  company,  association  or  individuals,  any 
power    *    *    *    to  levy  taxes  or  assessments "    *    *    *.** 

**  The  power  of  taxation  shall  never  be  surrendered  or  suspended 
by  any  grant  or  contract  to  which  the  state  shall  be  a  party."  * 

"Income  taxes  may  be  assessed  to  and  collected  from  persons, 
corporations,  joint  stock  as30ciations,  or  corporations  resident  or 
doing  business  in  this  State,  or  any  one  or  more  of  them,  in  such 
cases  and  amounts,  and  in  such  manner,  as  shall  be  prescribed 
by  law."  ^ 

"Land,  and  the  improvements  thereon,  shall  be  separately 
assessed.  Cultivated  and  uncultivated  land,  of  the  same  quality, 
and  similarly  situated,  shall  be  assessed  at  the  same  value.  "^ 

Real-estate  mortgages  and  the  money  represented  by  such 
debts,  growing  crops,'  property  used  for  religious  worship,/  free 
public  libraries  and  free  museums,  property  belonging  to  the 
United  States,  this  State,  or  to  any  county  or  municipal  corpora- 
tion within  this  State ,«  all  bonds  hereafter  issued  by  the  State  or 
by  any  coimty,  city  and  county,  municipal  corporation,  or  district,^ 
public  schools  and  certain  educational  institutions,^  fruit  and 
nut-bearing  trees  under  the  age  of  four  years  from  the  time  of 
planting  in  orchard  form,  and  grapevines  under  the  age  of  three 
years  from  the  time  of  planting  in  vineyard  form,  shall  be  exempt 
from  taxation.^ 

The  State  Board  of  Equalization,  consisting  of  the  controller  of 
state,  and  a  member  elected  from  each  of  the  four  equalization 
districts  for  a  term  of  four  years,  shall  "equalize  the  valuation 
of  the  taxable  property  in  the  several  counties,"  ^  and  the  county 
boards  of  supervisors  the  valuations  in  their  coimties,  so  as  to 
make  the  assessments  "conform  to  the  true  value  in  money"; 
but  no  obligation  by  which  a  debt  is  secured,  money,  or  solvent 
credit  shall  be  raised  "above  its  face  value."* 

^    ^^^  -       -  -     -  ^  a  --■  _ 

<*  Constitution,  Art.  XI,  sec.  13. 

*  Ibid.,  Art,  XIII,  sec.  6. 

^  Ibid.,  Art.  XIII,  sec.  11.    Tliis  power  has  not  been  exercised. 

d  Ibid.,  Art.  XIII,  sec.  2. 

«  Ibid.,  Art.  XIII,  sec.  i. 

/Ibid.,  Art.  XIII,  sec.  i>^. 

if  Ibid.,  Art.  XIII,  sec.  iK- 

^  Ibid.,  Art.  IX,  sees.  10,  11,  12,  13;  Art.  XIII,  sec.  i. 

*  Ibid.,  Art.  XIII,  sec.  12K. 

J  Between  counties.  The  state  board  has  not  power  to  increase  any  individual 
assessment.  Wells,  Fai]go  &  Co.  v.  State  Board  of  Equalization,  56  Cal.,  194  (1880); 
San  Francisco  &  North  Pacific  R.  R.  v.  State  Board  of  Equalization,  60  Cal.,  12  (1882). 

*  Constitution,  Art.  XIII,  sec.  9. 
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**The  legislature  shall  have  no  power  to  impose  taxes  upon 
counties"  or  other  local  subdivisions  *'or  upon  the  inhabitants 
or  property  thereof,  for  coimty"  or  other  local  purposes,  ''but 
^'^y*  by  general  laws,  vest  in  the  corporate  authorities  thereof 
the  power  to  assess  and  collect  taxes  for  such  purposes.'** 
A  certain  degree  of  freedom  in  local  affairs,  including  taxation, 
may  be  obtained  by  any  county,  also  by  any  city  of  3,500  in- 
habitants or  more,  through  the  adoption,  by  such  county  or  city, 
of  a  charter  not  inconsistent  with  the  state  constitution,  and  the 
approval  thereof  by  the  state  legislature.* 

No  foreign  corporation  "shall  be  allowed  to  transact  business 
within  this  State  on  more  favorable  conditions  than  are  prescribed 
by  law  *'  for  similar  domestic  corporations.*^ 

"  In  no  case  shall  non-resident  proprietors,  who  are  citizens  of  the 
United  States,  be  taxed  higher  than  residents."  ^ 

Statutes.  * 
General  Property  Tax. 

The  general  property  tax,  with  two  emergency  exceptions,  is 
applied  solely  for  local  purposes  to  all  taxable  property  within  the 
State  other  than  that  which  is  taxed  for  state  purposes,  namely, 
the  operating  property  of  certain  public-service  corporations,  the 
property  except  real  estate  of  insm^ance  and  financial  companies, 
and  the  franchises  of  all  other  corporations. 

The  exceptions  are :  (a)  When  the  sources  taxed  primarily  for 
state  purposes  fail  to  yield  sufficient  revenue,  the  general  property 
tax  may  be  used  to  supply  the  deficiency.  In  this  event,  it  is  to 
be  assessed  against  all  property  and  must  be  levied  in  addition  to 
all  other  state  and  local  taxes./  (6)  For  the  purpose  of  providing 
a  $5,000,000  Panama-Pacific  International  Exposition  fund,  an 
additional  temporary  tax  is  at  present  levied  upon  all  property 
within  the  State.  Beginning  in  1911  this  tax  will  continue  to  be 
levied  for  four  vears.^ 

a  Constitution,  Art.  XI,  sec.  12. 

ft  Ibid.,  Art.  XI,  sees.  ^}4,  8,  8a,  SK- 

c  Ibid.,  Art.  XII,  sec.  15. 

d  Act  admitting  California  into  the  Union,  approved  Sept.  9,  1850,  9  U.  S.  Stat.  L., 

452. 

^The  Code  herein  referred  to  is  the  Political  Code  of  California,  adopted  in  1873, 
with  amendments  to  and  including  1909  (Deering). 

/Constitution,  Art.  XIII,  sec.  14(e);  Laws,  1911,  chap.  335,  sec.  33;  Laws,  1913, 
chap.  596. 

^Ibid.,  Art.  IV,  sec.  32;  Laws,  1911,  chap.  109, 
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Counties,  cities,  or  local  taxing  districts,  wherein  the  property 
now  taxed  for  state  purposes  exclusively  was  formerly  subject  to 
taxation  for  tlie  payment  of  any  bonded  indebtedness  contracted 
by  the  localities,  are  reimbursed  by  the  State  in  amotmts  equal  to 
the  revenue  which  would  have  been  received  from  the  tax  on 
such  property  (except  "franchises"  of  mercantile,  manufacttuing, 
mining,  and  miscellaneous  corporations)  if  it  had  not  been  with- 
drawn from  local  taxation.* 

The  amotmt  to  be  so  returned  is  determined  by  obtaining  the 
assessable  value  annually  of  the  withdrawn  property  and  applying 
thereto  the  local  rate  which  is  levied  against  other  property  assess- 
able for  such  bonded  indebtedness.  For  this  purpose  the  assess- 
able.value  of  franchise,  roadway,  roadbed,  rails,  and  rolling  stock  of 
railroads  operating  in  more  than  one  coimty  is  determined  by  the 
State  Board  of  Equalization.  All  other  such  assessable  values  are 
determined  by  the  local  assessors  and  equalized  by  the  State  Board 
of  Equalization. 

On  the  taxes  paid  to  the  State  the  controller  issues  warrants 
for  the  amounts  due  the  counties  and  the  various  localities.* 

To  further  carry  out  the  constitutional  provisions  requiring  the 
State  to  retmbtirse  any  counties  for  net  losses  in  revenue  occasioned 
by  the  mthdrawal  of  railroad  property  from  local  taxation,  the 
legislature  has  provided  for  payments  of  $130,897  annually  until 
191 8,  and  has  divided  it  among  the  counties  which  have  sustained 
such  losses.*' 

The  term  **  property  "  is  defined  in  the  constitution.  The  term 
*'  real  estate  **^  includes  all  mines,  minerals,  and  quarries,  all  timber 
belonging  to  individuals  or  corporations  growing  or  being  on  the 
land  of  the  United  States,  and  all  rights  and  privileges  appertain- 
ing thereto.* 

Credits  with  building  and  loan  associations  are  treated  as  an 
interest  in  the  property  of  the  corporation  and  are  not  assessed 
to  the  creditors  or  owners.* 

<> Constitution,  Art.  XIII,  sec.  14  (e);  Laws,  1911,  chap.  335,  sees.  28,  39;  chap. 
602;  spec.  sess.  191 1,  chap.  23;  Laws,  1913,  chap.  533. 

^  Ibid.,  Art.  XIII,  sec.  14  (e);  Laws,  1911,  chap.  335,  sees.  28,  29;  chap.  602. 

c  Laws,  1911,  chap.  601;  see  also  Laws,  1911,  chap.  335,  sec.  30. 

^  Wells,  and  pumping  machinery  thereon,  rights  of  way,  conduits,  flumes  and  pipe 
lines  of  a  water  company  are  taxable  as  real  estate.  California  Domestic  Water  Co.  v. 
County  of  Los  Angeles,  10  Cal.  App.,  185  (1909). 

Oil  leases  are  assessable  as  real  estate  and  may  be  assessed  separately  from  the  owner- 
ship of  the  land.    Graciosa  Oil  Co.  v.  Santa  Barbara  County,  155  Cal.,  140  (1909). 

<  Code,  sec.  3617.  , 
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Mortgages,  deeds  of  trust,  or  other  obligations  by  which  a 
debt  is  secured  by  pledge  of  land,  and  the  money  represented 
thereby,  are  not  taxable.  <» 

In  assessing  '* solvent  credits"  not  secured  by  mortgage  or 
trust  deeds,  a  reduction  therefrom  is  made  of  debts  due  to  bona 
fide  residents  of  the  State.* 

All  taxable  property  is  assessable  at  its  full  cash  value.^    Full 

cash  value  is  defined  as  the  amount  at  which  the  property  would 

be  taken  in  payment  of  a  just  debt  from  a  solvent  debtor.^    In 

practice,  however,  property  is  usually  assessed  at  45.1  per  cent 

of  its  full  cash  value/ 

"Nothing  in  this  code  shall  be  construed  to  require  or  permit 
double  taxation.'*/ 

Capital-Stock  or  Corporation-License  Tax. 

All  domestic  and  foreign  corporations  are  subject  to  the  capital- 
stock  tax,  designated  in  the  statute  as  a  *'  license  tax  upon  corpo- 
rations." This  tax  which  by  repeal  will  become  ineffective  June 
30,  1914,^  is  payable  to  the  secretary  of  state  for  state  purposes.* 

a  Constitution,  Art.  XIII,  sec.  i. 

6  Code,  sec.  3628. 

c  Ibid.,  sec.  3627. 

^  Ibid.,  sec.  3617. 

^  Special  report,  State  Board  of  Equalization,  Relative  Burden  of  State  and  Local 
Taxes  in  1912,  p.  12. 

/Code,  sec.  3607. 

9  Laws,  1913,  cliap.  336. 

^Laws,  1905,  chap.  386,  as  amended  Laws,  1906,  extra  sess.,  chap.  19;  Laws,  1907, 
chap.  347;  Laws,  1909,  chap.  299. 

A  municipal  license  upon  railroad  agencies  is  a  tax  upon  interstate  commerce,  and 
is  unconstitutional.    McCall  v.  Cal.,  136  U.  S.,  104  (1890). 

The  constitutional  provision  requiring  the  taxation  "of  the  corporate  franchise  as 
a  thing  of  value  can  not  be  held  to  preclude  the  State  from  imposing  a  charge  for  the 
privilege  obtained  from  it  of  being  and  acting  as  a  corporation."  As  to  foreign  cor- 
porations, "  it  is  *  *  *  imposed  as  a  condition  of  the  grant  of  the  privilege  to  do 
business  in  the  State."    Kaiser  Land  &  Fruit  Co.  v.  Curry,  155  Cal.,  638  (1909). 

A  California  corporation  assigned,  conveyed,  and  transferred  all  its  property  and 
assets  to  a  corporation  formed  for  this  express  purpose  under  the  Nevada  laws.  Both 
were  held  liable  to  the  annual  license  tax.  The  court  said :  "  The  Nevada  corporation 
is  charged  as  a  condition  of  its  right  to  do  business  here;  the  California  corporation 
as  a  condition  of  its  right  to  continue  its  corporate  existence  here  or  elsewhere." 
Lewis  V.  Curry,  156  Cal.,  93  (1909). 

This  law,  which  requires  the  payment  of  an  annual  license  tax  based  on  the  cor- 
poration's authorized  capital  stock,  is  unconstitutional  in  so  far  as  the  law  applies  to 
domestic  or  foreign  corporations  engaged  in  interstate  commerce  or  owning  property 
without  the  State.  H.  K.  Mulford  Co.  v.  Curry,  163  Cal.,  276,  125  Pac.  Rep.  236 
(1912). 
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The  mitiimtitn  rate  is  $io  and  applies  when  the  authorized  capital 
stock  does  not  exceed  $10,000.  The  maximum  rate  is  $250  and 
applies  when  the  authorized  capital  stock  exceeds  $5,000,000. 

Franchises  Taxed  for  State  Purposes. 

In  addition  to  the  capital  stock  or  corporation  license  tax,  all 
domestic  and  foreign  corporations,  except  corporations  taxed  on 
gross  receipts,  banks,  and  insttrance  companies,  are  taxed  by  the 
State,  for  the  use  of  the  State,  at  i  per  cent  on  the  actual  cash 
value  of  their  franchises  "after  making  due  deductions  for  good 
will." 

The  statutes  define  "franchise"  of  foreign  and  domestic  cor- 
porations as  follows : 

"These  franchises  shall  include  the  actual  exercise  of  the  right 
to  be  a  corporation  and  to  do  busmess  as  a  corporation  under  the 
laws  of  this  state  and  the  actual  exercise  of  the  right  to  do  busi- 
ness as  a  corporation  in  this  state  when  such  right  is  exercised  by 
a  corporation  incorporated  under  the  laws  of  any  other  state  or 
country,  also  the  right,  authority,  privilege,  or  permission  to 
maintain  wharves,  ferries,  toll  roads,  and  toll  bridges,  and  to  con- 
struct, maintam  or  operate,  m,  imder,  above,  upon,  through  or 
along  any  streets,  highways,  public  places,  or  waters,  any  mains, 
pipes,  canals,  ditches,  tanks,  conduits  or  other  means  for  conducting 
water,  oil,  or  other  substances."  *» 

While  the  State  Board  of  Equalization  is  directed  to  determine 
from  reports  of  the  various  corporations  and  from  the  best  infor- 
mation it  can  obtain,  the  actual  cash  value  of  each  franchise  so 
taxable,  the  method  of  arriving  at  such  value  is  not  prescribed  by 
law.  The  courts  of  California  have,  however,  in  an  unbroken  line 
of  decisions,*  declared  that  the  proper  way  to  arrive  at  franchise 
value  is  to  determine  the  value  of  the  capital  stock  and  bonded 
indebtedness  of  the  corporation,  to  subtract  therefrom  the  assessed 
value  of  the  tangible  property,  and  to  take  such  proportion  of  the 
remainder  as  may  seem  reasonable  to  the  assessing  authority. 

<>  Laws,  191 1,  chap.  335,  sec.  5,  as  amended  by  Laws,  1913,  chap.  6,  sec.  5.  Light 
and  water  plants  and  wharves,  owned  by  municipalities,  are  not  subject  to  the  state 
franchise  tax.    Interview  with  secretary,  State  Board  of  Equalizatian,  Jan.,  19x3. 

^  San  Jose  Gas  Co.  v.  January,  57  Cal.,  614  (1881);  Spring  Valley  W.  W.  v.  Barber, 
99  Cal.,  36,  21  L.  R.  A.,  416  (1893);  Bank  of  Cal.  v.  San  Francisco,  142  Cal.,  376,  64 
L.  R.  A.,  918  (1904),  Los  Angeles  v.  Western  Union  Oil  Co.,  161  Cal.,  204  (19x1).  In 
the  latter  case  the  value  of  the  franchise  was  arrived  at  by  mtdtiplying  the  market 
value  of  its  shares  of  stock  by  the  total  number  of  its  shares  and  deducting  therefrom 
the  assessed  value  of  all  the  property  of  the  corporation.  This  sum  the  assessor 
divided  by  two  to  obtain  the  assessment  value  of  the  franchise. 
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A  decision  of  the  courts  made  the  point  that  a  corporation  might 
also  possess  good  will.**  Hence,  the  legislature  directed  that  due 
allowance  should  be  made  for  good  will  in  determining  the  value 
of  franchise.  In  this  respect  franchise  value  is  differentiated  from 
the  accepted  meaning  of  corporate  excess. 

The  actual  method  used  by  the  State  Board  of  Equalization  in 
assessing  franchise  is  as  follows :  ^ 

**An  examination  of  the  reports  filed  showed  that  no  one  rule 
would  work  in  every  case.  In  a  multitude  of  cases  nothing  could 
be  done  but  use  common  sense.  But  in  all  the  more  important 
cases  one  of  the  following  rules  would  help.  The  first,  *  *  * 
the  *Lane'  rule,  *  *  *  was  to  start  with  one-half  of  the 
market  or  true  value  of  the  securities,  subtract  from  that  the 
assessed  value  of  the  property  taxed,  and  take  two-thirds  or 
three-fourths  of  the  remainder  as  the  value  of  the  franchise.  The 
origin  of  the  practice  of  taking  one-half  is  probably  to  be  found  in 
the  prevailing  practice  of  the  assessors  of  undervaluation. 

'*The  other  rule  is  that  called  the  Bank  of  California  rule,  from 
a  celebrated  franchise  case  *  ♦  *  That  was  to  start  with  the 
entire  value  of  the  securities  and  deduct  therefrom  the  assessed 
value  of  the  tangible  property  and  take  one-third  or  one-fourth  of 
the  remainder.  It  will  readily  be  seen  that  the  *  Lane '  rule  would 
not  work  in  those  cases  in  which  the  assessed  value  of  the  tangible 
property  exceeded  one-half  the  value  of  the  securities.  But  the 
Bank  of  California  rule  would  always  work.  The  trouble  with  the 
latter  rule  was  that  it  often  seemed  to  give  too  high  a  result. 

"These  rules  were,  however,  regarded  as  merely  suggestive. 
After  the  computations  had  been  made,  the  Board  fell  back  upon 
general  considerations.  It  had  to  consider  the  nature  of  the 
business. " 

The  reports  upon  which  these  assessments  are  primarily  based 
contain  a  copy  of  the  grant  or  law  under  which  the  franchise  is 
held;  the  amotmt  of  authorized,  issued,  and  outstanding  capital 
stock,  amotmt  paid  in,  or  the  value  of  the  property  received  there- 
for; indebtedness;  value  of  stock  and  bonds;  assessed  value  of 
property  for  local  taxation  in  the  State  the  previous  year,  and  the 
location  of  and  amount  assessed  and  taxed  against  property  out- 
side the  State  or  its  value  if  xmtaxed ;  also  dividends  of  preceding 
years,  surplus  funds,  gross  receipts,  and  all  their  sources,  propor- 
tion of  gross  receipts  from  interstate  business  and  from  intrastate 
business,  separately,  operating  expenses,  profit  and  loss  balances, 

a  Bank  of  Cal.  v.  San  Francisco,  142  Cal.,  276  (1904). 

5  Article  by  Prof.  C.  C.  Plehn,  "Tax  Reform  in  California/'  "State  and  Local 
Taxation/'  Fifth  National  Conference,  1911,  p.  133. 
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and  such  other  matters  as  the  State  Board  of  Equalization  may 

deem  necessary.** 

Public-Service  Corporations  Taxed  on  Gross  Receipts  for  State 
Purposes. 

All  steam  and  street  railroads,  car,  express,  telegraph,  telephone, 
gas,  power,  and  electric  companies  pay  to  the  State  for  state 
purposes  a  tax  on  gross  receipts  from  operation.^  This  is  a  tax 
on  operating  property  and  franchise  measured  by  the  yearly  gross 
receipts  from  operation  and  is  in  lieu  of  all  other  state,  coimty,  or 
mtmicipal  taxes  and  licenses  *  on  operating  property,  except  the 
general  property  tax  levied  for  purposes  of  raising  funds  for  the 
Panama-Pacific  International  Exposition,  and  except  when  the 
general  property  tax  is  levied  for  purposes  of  making  up  a  defi- 
ciency as  previously  explained.     (See  p.  207.) 

Nonoperating  property  is  subject  to  the  general  property  tax 
assessed  and  paid  locally  for  coimty,  municipal,  and  district  pur- 
poses.^ 

The  rates  at  which  the  gross-receipts  tax  is  levied  are  as  fol- 
lows:* On  steam  and  street  railroads,  4^  per  cent;  on  passenger 
and  freight  car  companies,  4  per  cent;  on  telegraph  and  telephone 
companies,  4 A  per  cent;  on  express  companies,  2  per  cent; 
and  on  gas  and  electric  companies,  4^  per  cent.  In  explana- 
tion of  the  seemingly  low  rate  on  express  companies,"  it  may  be 
stated  that  no  deductions  are  made  from  the  gross  receipts  for 
amotmtspaid  by  express  companies  to  railroads  for  transporta- 
tion charges  or  express  privileges. 

The  term  "gross  receipts**  is  defined  by  the  constitution  and 
statute  as  receipts  on  business  beginning  and  ending  within  the 
State,  and  that  proportion  of  interstate  gross  receipts  which  the 
mileage  within  the  State  bears  to  the  entire  mileage  over  which 
such  business  is  done./ 

<i  Laws,  191 1,  chap.  335,  sec.  14,  as  amended  by  Laws,  1913,  chap.  330. 

A  Electric  light  and  gas  plants  owned  by  municipalities  are  not  taxable  on  gross 
receipts.    Interview  with  secretary.  State  Board  of  Equalization,  Jan.,  1913. 

<:  In  an  action  to  collect  a  city  license  tax  for  periods  since  the  adoption  of  the  sepa- 
ration amendment,  under  a  city  ordinance  of  1903  requiring  all  telephone  companies 
to  pay  as  a  license  specified  sums  based  upon  gross  receipts,  held  that  the  telephone 
company  was  relieved  from  liability  by  the  constitutional  amendment  of  19x0  for  the 
city  gross-receipts  tax  for  the  periods  in  question.  City  and  County  of  San  Francisco 
V.  Pacific  Tel.  &  Tel.  Co.,  135  Pac.  Rep.,  971  (1913). 

d  Laws,  191 1,  chap.  335,  sec.  8,  as  amended  by  Laws,  i9X3»  chap.  330. 

<  Ibid.,  sec.  3,  as  amended  by  Laws,  1913,  chap.  6. 

/  Ibid.,  sec.  7;  Constitution,  Art.  XIII,  sec.  14.  Main-track  mileage,  distance  over 
which  the  traffic  moves.     Interview  with  secretary,  State  Board  of  Equalization, 

1913- 
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After  reciting  the  lands  of  property  ordinarily  incidental  to 
the  operation  of  the  various  classes  of  companies  subject  to  the 
gross-receipts  tax,  including  in  each  instance  **  franchises,"  the 
statute  includes  "  any  other  property  not  above  enumerated  that 
may  be  reasonably  necessary  for  use  by  said  companies  exclusively 
in  the  operation  and  conduct  of  the  partictilar  kinds  of  business 
enumerated."** 

The  xmcertainty  which  would  otherwise  exist  with  respect  to 
this  broad  clause  is  provided  against  by  requiring  that  the  assessors 
and  the  corporations  first  try  to  agree  upon  such  segregations  as 
are  subjects  of  dispute,  and  only  in  the  event  of  failure  to  agree  can 
an  appeal  be  made  to  the  state  board.  In  case  of  appeal  the  de- 
cision of  the  state  board  is  final  imless  overruled  by  a  court  of 
competent  jurisdiction. 

Pieces  or  parcels  of  property  used  partially  for  operating  pur- 
poses and  partially  for  renting  or  other  purposes,  is  considered 
** operative  property"  in  that  proportion  only  which  the  portion 
used  in  the  business  bears  to  the  whole  of  such  piece  or  parcel  of 
property.** 

Plants  in  course  of  construction  are  subject  to  the  general 
property  tax  for  county,  municipal,  and  district  purposes,  but 
when  offering  and  rendering  service  a  new  plant  becomes  subject 
to  the  gross-receipts  tax. 

Operating  property  rendering  no  service  to  the  public  in  Cali- 
fomCeve^  tho^h  it  may  be  employed  in  rendering  service  to 
the  public  elsewhere,  is  taxable  locally  for  local  purposes. 

Reports  from  these  public-service  corporations  are  required  to 
be  filed  annually  with  the  State  Board  of  Equalization  and  contain 
data  as  to  their  operating  property,  their  mileage  both  within  and 
without  the  State,  their  capital  stock,  dividends,  indebtedness, 
gross  receipts  (state  and  interstate  separately),  their  operating 
expenses,  etc.* 

All  public-service  companies  reporting  to  the  State  Board  of 
Equalization  in  connection  with  the  assessment  of  the  gross- 
receipts  tax  must  furnish  the  local  assessor  a  duplicate  of  such 
report,  covering  so  much  of  their  operating  property  as  is  located 
in  any  such  assessment  district.  * 

^  Laws,  1911,  chap.  335,  sec.  8,  as  amended  by  Laws,  1913,  chap.  320. 
b  Ibid.,  chap.  335,  sec.  9,  as  amended  by  Laws,  1913,  chap.  320. 
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Navigation  and  Ferry  Companies. 

These  companies  pay  the  general  property  tax  locally  for  local 
purposes  on  all  property,  includmg  vessels.  In  addition  they  pay 
to  the  State  for  state  purposes  a  tax  of  i  per  cent  upon  the  actual 
cash  value  of  their  franchises  and  the  tax  bas<&d  on  authorized 
capital  stock  graduated  according  to  the  amount  thereof. 

All  registered  vessels  (except  ferryboats)  are  assessed  in  the 
coxmty  or  city  and  county  where  registered,  licensed  or  enrolled.  * 
Where  the  owners  reside  in  this  State  and  their  vessels  are 
registered,  licensed,  or  enrolled  in  other  States,  but  ply  in  whole 
or  in  part  in  the  waters  of  California,  the  vessels  are  taxable  in 
California.  *  All  boats  and  small  craft  not  required  to  be  r^;istered 
are  assessed  in  the  coxmty  where  their  owners  reside.  * 

The  value  of  ferryboats  regularly  running  in  more  than  one 
cotmty  is  assessed  in  equal  proportion  by  local  assessors  in  the 
counties  concerned,  but  all  stationary  property  connected  there- 
with, such  as  wharves  and  storehouses,  are  taxable  where  located.  ^ 

fl  Code,  sec.  3644. 

*Ibid.,  sec.  3645. 

Ocean  steamships  owned  by  a  New  York  oorporation,  where  all  of  the  stockholders 
resided  in  New  York,  and  were  registered  and  taxed  there,  though  they  touched  at 
San  Francisco  at  intervals  and  there  was  a  dock  for  repairing  and  furnishing  them  in 
California,  were  held  not  taxable  in  California.  Hays  v.  The  Pacific  Hail  S.  S.  Co., 
17  How.,  596(1854). 

In  the  case  of  a  vessel  owned  in  part  by  residents,  but  registered  in  another  State 
where  the  managing  owner  resided,  it  was  held  that  the  Code  does  not  require  that  such 
a  vessel,  "touching  at  a  port  in  this  State  for  the  purpose  of  taking  in  and  discharging 
cargo  only,  shall  be  assessed  in  this  State."  City  and  County  of  San  Francisco  v. 
Talbot,  63  Cal.,  485  (1883). 

The  temporary  registration  of  a  vessel  where  she  may  be,  under  U.  S.  Rev.  Stats., 
41 59  and  4t6o,  does  not  determine  her  situs  for  taxation.  "  It  appears  to  be  thoroughly 
settled  that  the  legal  situs  of  such  a  vessel  for  the  purpose  of  taxation  is  in  her  home 
port,  and  that  her  physical  absence  therefrom  cuts  no  figure. "  This  was  a  case  of  a 
seagoing  vessel  engaged  in  foreign  and  interstate  commerce  that  had  never  been  in 
the  waters  of  the  State.  She  was  owned  by  several  parties,  some  residing  in  San 
Francisco  and  some  in  another  State.  Her  managing  owner  resided  in  San  Francisco. 
Olson  V.  San  Francisco,  148  Cal.,  80,  83  (1905). 

Vessels,  owned  by  a  domestic  corporation  and  registered  at  San  Francisco,  which 
had  not  by  the  manner  of  their  use  acquired  an  actual  situs  elsewhere,  but  which 
were  employed  in  foreign  or  interstate  commerce,  were  properly  assessable  at  the 
domicile  of  their  sole  owner,  though  none  of  them  was  actually  within  the  waters  of 
the  State  on  the  assessment  day  and  some  of  them  had  never  been  within  the  waters 
of  the  State.    Cal.  Shipping  Co.  v.  City  and  County  of  San  Francisco,  150  Cal.,  145 

(1907)- 

<^Ibid.,  sec.  3646. 

<*Ibid.,  sec.  3643. 
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Bridge,  Road,  and  Ditch  Companies. 

These  companies  pay  the  general  property  tax  locally  for  local 
purposes  on  all  property.  In  addition  they  pay  to  the  State  for 
state  purposes  a  tax  of  i  per  cent  on  the  actual  cash  value  of  their 
franchises  and  the  capital  stock  or  corporation  license  tax. 

Toll  bridges  connecting  different  coimties  are  assessed  in  equal 
proportion  by  local  assessors  in  the  counties  concerned.** 

Toll  roads  and  water  ditches  constructed  for  mining,  manu- 
facttiring,  and  irrigating  purposes,  are  assessed  and  taxed  as  real 
estate  by  local  ofiicials  in  each  county  for  that  portion  of  such 
property  which  lies  within  its  borders.  ^ 


ij  Manufacturings  Mining,  and  Miscellaneous  Corpora- 
tions Taxed  Principally  for  Local  Purposes. 

The  property  of  these  companies  is  taxable  as  the  property  of 
individuals  for  local  purposes.  In  addition  they  pay  to  the  State 
for  state  purposes  a  tax  of  i  per  cent  on  the  actual  cash  value  of 
their  franchises  and  the  capital-stock  or  corporation  license  tax. 
The  tangible  property  is  assessed  in  the  county  where  it  is  situated.  * 
Personal  property  consigned  for  sale  to  any  person  within  the 
State  from  any  place  out  of  the  State,  or  from  another  county  in 
the  State,  is  assessed  where  situated.^ 

Stockholders  and  Bondholders  Taxed  for  Local  Purposes. 

The  individual  holders  of  shares  of  stock  or  bonds  when  all  the 
property  of  the  corporation  is  assessed  and  taxed  in  the  State 
are  not  taxable  therefor.  When  the  property  is  not  assessed  and 
taxed  in  the  State  such  holdings  are  taxable  to  their  owners  as 
ordinary  personal  property.^ 

<»  Code,  sec.  3643. 

6  Ibid.,  sec.  3663. 

clbid.,  sees.  3607,  3617,  3641. 

^^Ibid.,  sec.  3638. 

<  Omstitution,  Art.  XIII,  sees,  i,  1^;  Code,  sees.  3608,  3617. 

"The  stocks  and  bonds  of  California  corporations  *  *  *  are  not  taxable,  it 
being  held  that  they  represent  the  property  taxed  to  the  corporations."  Report  of 
Commission  on  Revenue  and  Taxation,  1906,  p.  37. 

An  assessment,  intended  to  reach  for  taxation  tangible  property  in  another  State, 
Nevada,  through  the  stock  in  a  domestic  corporation  owning  it,  held  by  a  resident  of 
the  State  where  such  tangible  property  is  situated,  was  held  without  constitutional 
or  statutory  authority.  City  and  County  of  San  Francisco  v,  Mackey,  aa  Fed.  Rep., 
602,  6c8  (1884). 

Shares  of  stock  in  foreign  corporations  physically  in  the  possession  of  a  resident 
executrix  are  "clearly  taxable  in  this  state;''  also  shares  of  stock  in  and  bonds  of 
foreign  corporations,  physically  out  of  the  State  (pledged  by  testator  as  collateral  for 
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Foreign  Corporations. 

Foreign  corporations,  in  general,  of  the  classes  under  considera- 
tion herein,  are  taxed  in  like  manner  as  similar  domestic  corpora-^ 
tions. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  76  per  cent. 

advances),  as  part  of  the  estate.  Stanford  v.  City  and  County  of  San  Francisoo,  131 
Cal.,  34  (1900). 

Decedent's  estate  consisted  of  all  but  two  shares  of  the  stock  of  a  California  manu- 
facturing corporation  whose  principal  place  of  business  was  San  Francisco.  The  com- 
pany owned  property  in  Washington  to  the  value  of  over  $400,000,  in  San  Francisco 
property  assessed  at  $150,  and  at  another  place  in  this  State  assessed  property  valued 
at  $21,100.  The  San  Francisco  authorities  assessed  the  shares  owned  by  decedent, 
a  resident  thereof,  in  his  lifetime,  to  his  estate  at  a  valuation  of  $350,000.  The  capital 
stock  of  the  company  was  $500,000.  The  court  said:  If  the  property  of  a  corporation 
"is  within  the  State  and  assessed  to  the  corporation,  then  the  shares  of  stock  may  not 
also  be  assessed  to  the  stockholders,  as  that  would  clearly  constitute  double  tax- 
ation.'' But  this  principle  "can  not  be  extended  so  as  to  exempt  such  shares  from 
taxation  when  all  of  the  assets  of  the  corporation  are  not  taxed  in  this  State  by  reason 
of  the  fact  that  some  of  them  are  beyond  its  jurisdiction.  Neither  is  it  of  moment  that 
the  tangible  property  of  the  corporation  is  situated  in  some  other  State  and  has  there 
been  taxed.  *  *  *  The  iiihibition  of  double  taxation  only  applies  to  such 
taxation  in  the  same  State  or  government.  *  *  *  The  exemption  of  the  stock  of 
a  corporation  from  taxation  only  exists  where  there  is  assessed  in  this  State  to  the 
corporation  all  the  property  thereof  *  *  *."  The  section  means  that  if  all  the 
property  "is  not  here  assessed,  the  actual  value  of  such  stock,  less  the  value  of  the 
corporate  property  which  is  assessed  here,  shall  be  taxed."  Chesebrough  v.  City 
and  County  of  San  Francisco,  153  Cal.,  559,  563,  565  (1908).  Followed  in  Canfield  v. 
County  of  Los  Angeles,  157  Cal.,  617  (1910).  See  also  Burke  v,  Badlam,  57  Cal., 
594  (1881). 

Bonds  of  a  railroad  company,  owning  and  operating  a  railroad  wholly  within  the 
State  in  more  than  one  county,  are  not  assessable  to  the  owners.  Germania  Trust 
Co.  V.  San  Francisco,  128  Cal.,  589  (1900);  Estate  of  Fair,  128  Cal.,  607  (1900). 

Bonds  of  a  foreign  railroad  company  secured  on  property  not  located  in  California 
(the  Southern  Pacific  R.  R.  Co.  of  Arizona)  were  held  taxable  to  the  resident  owner. 
Mackay  v.  San  Francisco,  113  Cal.,  39a  (1896). 

Bonds  of  foreign  railroad  companies  not  operating  in  the  State,  owned  by  a  resident 
of  the  State,  but  the  bonds  not  physically  present  in  the  State  "and  never  have 
been,"  are  assessable  to  the  resident  owner.    Estate  of  Fair,  128  Cal.,  607  (1900). 
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ToTAi*  Stats  Rhckipts,  Taxbs  from  Corporations,  Othsr  Taxss,  and  Rkcbipts 
FROM  Sources  Othsr  than  Taxbs,  Year  Ended  June  30,  1912.0 

Total  state  receipts,  all  sources $31, 445, 956. 99 

State  taxes  from  corporations: 

Railroads  and  street  railroads I4, 775, 75a  71 

Light,  heat,  and  power  companies i,  225, 419. 80 

Telegraph  and  telephone  companies 434, 697. 98 

Car  companies 89,262.03 

Express  companies 103, 351.  70 

Insurance  companies 531, 348. 64 

Insurance  fees  and  licenses 49, 633. 14 

Banks i,  638, 787. 45 

Franchises i,  619, 588. 36 

Corporation  licenses 803, 013.  50 

Total  ascertainable  state  taxes  from  corporations 11, 338, 843. 30 

Other  taxes: 

Poll  taxes 843, 603. 69 

Inheritance  tax i,  083, 343. 87 

Panama-Pacific  Exposition  tax i,  370, 397. 01 

General  property  tax  * 197, 145.  77 

Insurance  brokerage  tax 3, 377. 98 

Automobile  licenses 63, 805. 80 

Htmting  licenses 145, 595. 04 

Fishing  licenses 17, 955. 00 

Total  state  taxes  not  from  corporations 3, 634, 034. 16 

Total  taxes  for  state  purposes,  all  sources 14, 863, 866. 46 

Receipts  from  sources  other  than  taxes: 

Miscellaneotis  fees  and  fines 401, 519. 84 

Department  collections 715, 453.  57 

Institution  receipts 966, 634. 07 

San  Francisco  harbor  receipts i,  354, 387. 33 

Sale  of  state  lands 181, 743. 88 

From  United  States  Government i57>65a38 

From  bond  sales,  interest,  and  redemption 3, 888,  loa  96 

Estateis  of  deceased  persons 13, 870. 63 

Miscellaneous  receipts 3, 83a  88 

Total  receipts  from  sources  other  than  taxation 6, 583, 090.  53 

Total  state  receipts,  all  sources 31, 445, 956. 99 

IV.  COMMENTS. 
Historical. 

Beginning  in  1872 «  the  rolling  stock  of  railroads  was  appor- 
tioned between  the  counties  on  a  mileage  basis.  This  was  ac- 
complished by  each  local  assessor  requiring  railroads  to  report 
both  the  whole  amotmt  of  their  rolling  stock  in  the  State  and 

a  Report  of  State  Controller,  1912,  pp.  xo,  138. 

b  Delinquencies,  etc. 

c  Stats.  Cal.,  1871-73,  p.  586. 
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the  propQrtion  taxable  in  his  district.*  Previous  thereto  rail- 
road property  was,  like  the  property  of  individuals,  assessed 
locally.  The  constitution  of  1879  eflFected  an  important  change 
in  the  method  of  assessing  railroad  property.  It  required  the 
franchise,  roadway,  roadbed,  rails,  and  rolling  stock  of  all  rail- 
roads operated  in  more  than  one  county  in  the  State  to  be  as- 
sessed by  the  State  Board  of  Equalization,  and  apportioned  to 
the  respective  localities  on  a  railway  mileage  basis.^  Taxes  were 
levied  on  these  valuations  at  the  same  rates  as  on  the  valua- 
tions of  other  property.  The  State  collected  the  entire  tax  and 
remitted  the  proper  share  to  the  localities.  The  taxes  on  other 
railroad  property,  such  as  depots,  shops,  buildings,  etc.,  were 
assessed  and  collected  locally. 

A  great  deal  of  litigation  with  railroad  companies  occurred 
during  the  period  1879-1910,  most  of  which  was  over  the  right 
of  the  State  to  tax  the  franchises  of  railroads  holding  Federal 
charters,  and  the  latter  point  was  not  finally  settled  until  1896. 
In  1888  the  Supreme  Court  of  the  United  States  decided «  that 
the  State  could  not  tax,  without  the  consent  of  Congress,  the 
franchises  of  the  Central  Pacific  Railroad  Co.  received  from  the 
United  States  Government.  In  1896  the  same  court  decided  <* 
that  the  state  franchises  of  railroad  companies  operating  under 
both  state  and  Federal  franchises  may  be  assessed  and  taxed, 
but  the  decision  was  opposed  by  vigorous  dissenting  opinions,  in 
which  objection  was  voiced  to  ratifying  an  assessment  by  name 
upon  state  franchises,  which  the  dissenting  justices  considered  in 
reality  upon  Federal  franchises. 

a  Political  Code,  Ha3mioiid  and  Btirch,  1874,  Vol.  II,  p.  57. 

b  "  It  has  been  discovered  that  the  former  method  of  valuation  of  portiosis  of  such 
property  in  the  different  subdivisions  thiough  which  the  road  ran,  by  the  local 
officers,  had  led  to  much  inequality  in  the  valuation  of  the  same  kind  of  piop- 
erty  of  the  railroad,  having  substantially  the  same  value  in  the  different  subdivi- 
sions, and  to  double  taxation  of  some  of  such  property,  and  it  was  concluded  that 
the  valuation  of  all  such  property  by  one  tribunal,  and  the  apportionment  thereof 
to  the  various  subdivisions  on  a  per-mile^^e  basis  would  more  nearly  insure  a  cor> 
rect  valuation  of  the  whole  of  such  property,  and  the  giving  to  each  subdivisian 
its  proper  proportion  thereof.  This  is  manifest  from  the  debates  in  the  constita- 
tional  convention."  San  Francisco,  etc.,  R.  R.  Co.  v.  Stoclcton,  149  Gal.,  83,  89 
(1906). 

c  California  v.  Pacific  R.  R.  Co.,  127  U.  S.,  i  (1888). 

^  Central  Pacific  R.  R.  Co.  v.  Cal.,  162  U.  S.,  91  (1896). 
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Of  much  historical  importance  is  the  development  of  franchise 
assessments  since  the  adoption  of  the  1879  constitution.**  That 
constitution,  and  the  statutes  based  thereon,  merely  stated  that 
property  should  be  taxed  in  proportion  to  value,  and  that  **  prop- 
erty" included  franchises.  As  no  details  or  rules  for  valuing 
franchises  were  provided,  the  interpretation  of  the  term  "fran- 
chise" as  applied  to  corporations,  other  than  railroads,  was  left 
to  the  judgment  of  the  local  assessor.  By  judicial  approval  of 
various  methods  employed  by  the  different  local  assessors,  some 
rather  fine  distinctions  were  developed,  thus:  The  franchise  "to 
be"  was  taxable  only  at  the  place  where  the  company  had  its 
principal  place  of  business,  the  franchise  "to  do"  was  taxable 
wherever  any  business  was  done,  and  "special  franchises"  were 
taxable  where  exercised.* 

Franchise  values  were  almost  always  included  in  the  assessment 
of  telephone  companies  by  the  localities  where  those  companies 
did  business,  and  in  addition  almost  all  the  cities  imposed  annual 
licenses  at  specific  stuns.  Except  during  the  last  few  years  of  this 
period,  the  franchises  of  telegraph  companies  were  not  assessed  by 
local  assessors.  This  was  probably  due  to  certain  court  decisions 
holding  their  Federal  franchises  exempt.*^ 

In  San  Francisco  franchise  assessments  of  street  railways  fre- 
quently exceeded  the  assessment  of  their  real  estate  and  personal 
property .'^    City  licenses  were  also  imposed  in  many  jurisdictions. 

Besides  mtmicipal  licenses,  which  were  imposed  in  almost  all 
the  cities  of  the  State,  express  companies  were  taxed  on  franchises 
in  the  principal  cities. 

a  The  "franchise"  tax  in  California  is  and  has  always  been  a  property  tax,  and, 
as  nearly  as  may  be,  "franchise''  means  the  same  as  corporate  excess,  as  that  term 
is  used,  say,  in  Illinois  or  Massachusetts.  Letter  of  Carl  C.  Plehn,  adviser,  State 
Board  of  Equalization,  Feb.  18,  1914. 

^  Franchise  assessments  were  sustained  by  the  courts  during  this  period  against 
gaslight,  smelting  and  lead,  and  water  companies,  and  state  and  foreign  branch 
banks.  Burke  v,  Badlam,  57  Cal.,  594  (i88x);  San  Jose  Gas  Co.  v.  January,  57  Cal., 
614  (i88z);  Spring  Valley  Water  Works  v,  Schottler,  6a  Cal.,  69,  117  (1882);  Stockton 
Gas  &  Electric  Co.  v.  San  Joaqttin  County,  148  Cal.,  313  (1905);  San  Joaqttin,  etc., 
Irrigation  Co.  v.  Merced  Cotmty,  2  Cal.  App.,  593  (1906);  Bank  of  CaUfomia  v»  San 
Francisco,  142  Cal.,  276  (1904);  London  &  San  Francisco  Bank  v.  Block,  1x7  Fed. 
Rep.,  900  (1902). 

«  Telegraph  franchises  were  held  exempt  in  San  Francisco  v.  Western  U.  T.  Co., 
96  Cal.,  140  (1892);  and  Western  U.  T.  Co.  v.  Visalia,  149  Cal.,  744  (1906).  Tele- 
graph franchises  were  held  taxable  in  Postal  Telegraph-Cable  Co.  v,  Los  Angeles, 
164  Cal.,  156  (1912). 

^  See  Taxation  of  Street  Railways  for  Purposes  of  Revenue  and  Control,  Charles 
B.  Curtis,  Yale  Review,  August,  1899,  p.  185. 
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Gas,  electric,  water,  and  oil  producing  companies  were  usually 
assessed  on  franchises. 

Until  1904,  when  the  courts  definitely  held  that  the  franchise 
of  a  corporation  not  possessing  special  privileges  was  taxable,  fran- 
chise assessments  against  mercantile,  manufacttuing,  and  mining 
companies  were  rare.  In  the  large  cities,  it  is  said,*  the  practice 
then  grew  of  placing  nominal  valuations  on  the  franchises  of  these 
companies;  in  short,  on  all  companies  other  than  public-service 
companies  and  banks  which  could  not,  by  changing  their  "prin- 
cipal place  of  business,"  move  out  of  the  assessor's  district  to  the 
coimtry  or  smaller  cities  where  the  franchises  were  ignored. 
Gradually  the  assessors  in  the  large  cities  raised  some  of  these 
assessments,  but  the  only  eflFect  was  to  drive  the  companies  away; 
and  it  was  to  cure  these  evils  that  the  entire  taxation  of  franchises 
was  transferred  to  the  State  in  the  change  of  system  adopted  in 
1910. 

As  to  bonded  indebtedness  of  corporations,  no  deduction  from 
the  value  of  the  property  was  allowed  on  account  of  indebtedness 
in  the  case  of  railroad  and  other  quasi-public  corporations  (water, 
gas,  telegraph,  toll  bridge,  toll  road,  ferries,  etc.),  but  all  of  the 
property — precisely  commensurate  with  the  interests  of  both  the 
debtor  and  creditor — was  assessed  to  such  corporations.  Thus, 
the  secured  obligation  was  assessed,  and  the  tax  paid  by  the 
debtor  corporation;*  and  the  bonds  were  not  assessed  to  the 
holders.  In  practice,  bonds  of  other  classes  of  corporations  whose 
property  was  located  in  the  State  were  not  assessed  to  the  holders.* 
The  property  of  such  corporations  was  assessed  and  this  included 
what  the  capital  stock  and  indebtedness  represented. 

a  "The  Taxation  of  Franchises  in  California,"  C.  C.  Plelin,  National  Municipal 
Review,  July,  1912,  p.  349. 

^  As  to  the  reasons  for  the  exemption  of  the  mortgage  interests  from  taxation  to  the 
holders  in  the  case  of  railroad  and  other  quasi-public  corporations,  the  debates  in  the 
constitutional  convention  afford  some  light.  "It  was  thought  to  allow  such  rebate 
to  railroad  and  other  quasi-public  corporations,  under  the  circumstances,  would  be 
to  deprive  the  State  of  a  large  amotmt  of  revenue,  for  the  reason  stated,  that  generally 
such  creditors  are  beyond  the  reach  of  taxation  in  this  State. "  Germania  IVust  Co. 
V.  San  Francisco,  128  Cal.,  589,  600  (1900). 

c  Report  of  Commission  on  Revenue  and  Taxation,  1906,  p.  37.  They  were  not 
assessable  at  the  residence  of  the  holder  as  mere  personal  debts  or  credits.  Estate  of 
Fair,  128  Cal.,  607  (1900). 
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Special  Tax  Commission. 

Dissatisfaction  with  tlie  method  of  raising  revenue  under  the 
general  property  tax  for  both  state  and  local  purposes  at  uniform 
rates  led  the  legislature  in  1905  to  provide  for  the  creation  of  a 
commission  on  revenue  and  taxation  to  investigate  the  system  in 
force  in  the  State  and  to  recommend  a  plan  for  the  revision  and 
reform  thereof.  After  two  years'  study  of  the  subject,  in  which 
the  opinions  of  all  classes  and  sections  of  the  State  were  obtained 
and  carefully  considered,  the  commission  made  a  report  of  its 
findings  and  recommendations.  In  its  findings  it  pointed  out  the 
principal  faults  in  the  old  system,  such  as  overtaxation  of  farm- 
ing in  contrast  to  other  industries;  an  excessive  burden  on  real 
estate;  failure  to  tax  national  banks;  escape  from  taxation  of 
mone3rs  and  credits;  inequalities  of  equalization  between  real  and 
personal  property,  between  different  classes  of  personal  property, 
between  coimty  and  county,  and  between  city  and  cotmtry ;  piling 
up  of  tax  rates  on  the  same  base ;  high  tax  rates  on  high  valuations 
in  imdeveloped  counties,  with  low  rate  on  low  valuations  in  some 
of  the  richest  coimties;  the  taking  of  revenue  which  by  right 
belongs  to  the  State  at  large  from  large  organizations  like 
railroads,  and  the  distribution  thereof  inequitably  among  the 
local  districts  which  have  no  proper  claim  thereto;  and  the  impos- 
sibiUty  of  adjusting  the  burden  of  taxation  among  different 
classes  of  corporations.  It  proposed  as  a  remedy  a  separation  of 
state  from  local  taxation  as  to  sources  of  revenue,  and  recom- 
mended the  following  subjects  and  taxes  for  state  purposes: 
Railroads  and  other  public-service  corporations  to  be  taxed  exclu- 
sively on  gross  earnings,  all  banks  to  be  taxed  on  the  book  value 
of  shares  of  capital  stock,  and  corporate  franchises  of  every  sort, 
except  those  covered  by  the  above-mentioned  taxes,  to  be  taxed 
on  assessed  value.  All  other  property  in  the  State  to  be  taxed 
for  local  purposes,  without  liability  for  any  state  tax  thereon, 
except  in  such  years  as  the  State  may  find  it  necessary  to  raise 
additional  revenue.  Illustrations  of  the  effects  of  partial  separa- 
tion of  sources  in  New  York,  Pennsylvania,  Connecticut,  Ohio, 
and  Minnesota  were  set  out,  and  the  probable  gain  or  loss  by  the 
respective  coimties  of  California  tmder  separation  was  discussed. 
A  draft  of  a  proposed  constitutional  amendment  carrying  out  its 
recommendations  was  submitted.  The  amendment  went  before 
the  people  first  in  1908  and  met  defeat;  but  on  its  resubmission  in 
19 10  it  was  adopted. 
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Separation  of  State  and  Local  Revenue. 

The  adoption  of  the  amendment  just  mentioned  put  the  sepa- 
ration S3rstem  into  effect  and  gave  California  the  distinction  of 
being  the  first  State  to  specifically  provide  in  its  constitution 
for  the  separation  of  sources. 

Revenue  for  state  ptuposes  from  the  taxation  of  corporate 
property,  under  the  separation  system,  during  the  first  year  of 
its  operation  amounted  to  $9,605,98 1.«  As  compared  with  the 
revenue  for  state  purposes  raised  under  the  general  property  tax 
for  the  preceding  year,  namely,  $8,379,114,  the  amotmt  collected 
tmder  the  separation  system  exceeded  that  collected  under  the 
old  system  by  $1,226,867.* 

Although  legislative  authority  was  given  the  State  Board  of 
Equalization  to  levy  a  state  tax  on  the  general  property  of  the 
State  if  the  estimated  total  receipts  of  the  State  should  not  reach 
a  certain  figtu-e,  no  such  levy  was  found  necessary  during  the 
first  three  years  of  the  operation  of  the  separation  system. 

According  to  the  controller's  estimate,  the  state  revenue 
from  corporation  taxes  will,  under  ordinary  conditions,  increase 
at  the  rate  of  about  half  a  million  dollars  per  year,  and,  in  addi- 
tion, increases  in  state  revenue  may  be  depended  upon  from 
several  other  sources.  Nevertheless,  the  increase  in  state  ex- 
penditures may  be  expected  to  exceed  the  increase  from  corpo- 
ration taxes,  and  there  will  be  a  loss  of  revenue  amounting 
to  more  than  $1,600,000  derived  from  the  corporation  license 
tax,  recently  repealed  to  take  effect  June  30,  1914.*^  However, 
the  increase  in  the  rates  of  the  state  corporation  taxes,  made  by 
the  1913  legislature,  will  probably  result  in  a  gain  of  as  much  as 
this  loss. 

Now,  as  formerly,  local  taxes  are  imposed  by  the  general  prop- 
erty method.  According  to  the  reports  of  state  officials  more 
revenue  was  raised  for  county  purposes  tmder  the  separation 
system  from  part  only  of  the  taxable  subjects  in  the  State  than 
was  raised  for  this  purpose  under  the  old  system  from  all  taxa- 
ble subjects.     In  1910,  the  last  year  in  which  the  old  system  was 

a  Tills  amount  does  not  include:  (a)  Sums  refunded  to  the  counties  on  accotint 
of  withdrawal  of  railroad  property  from  local  taxation,  (6)  sums  reftmded  on  account 
of  local  bonded  indebtedness,  and  (c)  sums  collected  under  the  special  Panama  Expo- 
sition tax.  The  respective  totals  of  these  items  were  $130,901 ;  $650,324  and  appiazi* 
mately  $1,270,000.    Biennial  Report  of  the  State  Controller,  191 1-12,  pp.  xo,  198. 

b  Biennisd  Report  of  the  State  Controller,  191X-12,  p.  12. 

^  Laws,  1913,  chap.  336. 
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in  effect,  the  amount  assessed  in  taxes  for  county  purposes  was 
$27,494,576.98,**  while  in  1911  it  amounted  to  $31,190,915.14, 
and  in  1912  to  $34,678,183.84.* 

The  relief  from  state  taxation  resulted  in  a  great  gain  for  those 
counties  in  which  the  percentage  of  corporate  property  was  small, 
but  in  the  counties  where  railroad  and  other  corporate  property 
was  the  chief  source  from  which  revenue  was  secured,  the  net 
loss  on  account  of  the  withdrawn  property  was  such  that  the 
legislature  appropriated  certain  sums  for  seven  of  the  cotmties 
to  make  up  partially  for  it.  Fourteen  counties  stiffered  a  net  loss 
in  1911  and  12  cotmties  in  191 2.*^ 

As  cities  gained  nothing  through  release  from  state  taxes,  but 
sustained  a  loss  by  the  withdrawal  of  corporate  property,  the 
situation  has  been  met  principally  by  a  higher  valuation  of  prop- 
erty and  by  the  addition  of  new  values  created  during  a  period 
of  prosperity.''  Local  districts  sustaining  serious  loss  usually 
have  been  reimbursed  by  the  coimty,  each  county  adopting  its 
own  method  of  providing  for  the  situation.* 

As  above  stated,  more  revenue  has  been  raised  by  taxation,  both 
for  state  purposes  and  for  county  purposes,  under  the  new  system 
than  under  the  old.  This  increase  comes  almost  wholly  from 
greater  taxation  of  the  property  of  corporations,  and  not  from 
greater  taxation  of  the  property  of  individuals,  except  possibly 
in  those  cities  which  have  been  making  higher  valuations.  The 
theory  upon  which  the  rates  of  the  state  taxes  on  gross  receipts 
of  public-service  corporations  were  originally  fixed,  was  that  these 
rates  would  be  substantially  eqtiivalent  to  the  rates  of  taxation 
paid  by  other  property  owners;  that  is,  the  average  throughout  the 
State.^  About  the  only  comparison  that  may  be  made  from  the 
printed  reports  of  state  officials  as  to  relative  payments  by  corpo- 
rations is  in  respect  to  taxes  paid  by  railroad  companies  operating 
in  more  than  one  county.  This  class  of  companies,  as  a  whole, 
paid  at  least  one-sixth  more  on  their  operating  property  dimng 
the  first  year  of  the  operation  of  the  separation  system  in  gross- 

<>  Special  Report  State  Board  of  Eqttalization,  "First  Effects  of  Separation,"  191  z, 

P-  15- 

5  Report  of  State  Board  of  Eqttalization»  1911-121  p.  33. 

clbid.,  pp.  17,  18. 

<f  Special  Report,  State  Board  of  Equalization,  **  First  Effects  of  Separation/'  19x1, 
p.  21. 

<  Ibid.,  p.  z8. 

/  Special  Report,  State  Board  of  Equalization  on  Relative  Burden  of  State  and 
Local  Taxes  in  191a,  p.  7. 
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receipts  taxes  than  they  paid  on  it  under  the  general  property 
and  local  license  tax  systems.''  The  state  franchise  tax  on  cor- 
porations other  than  insurance,  banks,  and  corporations  taxed  on 
gross  receipts  is  in  reality  a  new  or  additional  tax  in  the  sense 
that  while  it  was  assessable  locally  it  was  not  uniformly  enforced. 
In  fact,  few  franchises,  except  those  of  public-service  corpora- 
tions, had  been  assessed  in  cities  or  counties.  *  The  first  year  in 
which  the  administration  of  this  tax  was  placed  tmder  the  State 
Board  of  Equalization  the  yield  of  revenue  therefrom  was  more 
than  $1,600,000.^ 

The  property  reserved  for  local  taxation,  namely,  all  taxable 
property  in  the  State,  except  that  held  in  corporate  form,  has  been 
in  general  taxed  for  coimty  purposes  during  the  first  two  years  of 
the  change  in  system  at  a  lower  rate  than  dining  the  last  year 
under  the  old  system ;  that  is  to  say,  in  about  35  counties  of  the  State 
in  191 1,  and  in  36  in  191 2,  the  rate  for  coimty  purposes  was  lower 
than  the  rate  in  1910.^  This  rate  in  1910  included  both  the  state 
and  county  rate,  while  in  191 1  and  1912  it  consisted  only  of  the 
county  rate.  As  to  the  eflFect  upon  the  tax  rates  of  municipalities, 
in  general  no  appreciable  difference  has  resulted,  though  higher 
valuations  were  resorted  to  in  most  municipalities. 

Corporate  Tax  Statistics. 

Statistics  of  assessments  of  corporations  reserved  exclusively 
for  state  taxation,  as  made  by  the  State  Board  of  Equalization, 
are  for  191 1  and  1912,  the  first  two  years  of  the  operation  of  the 
separation  system,  as  follows : « 

The  total  assessments  by  classes  for  191 1  were: 

Public-service  corporations,  assessed  on  gross  receipts $6, 60a,  444.  58 

Insurance  companies,  on  premium  receipts 519, 884. 68 

Banks,  state  and  national,  on  value  of  capital  stock , i,  637, 666.  20 

Franchises,  ad  valorem i,  694, 22a  00 

'^otal 10, 454, 215. 46 

a  Interview  with  chairman  State  Board  of  Equalization,  1913. 

b  Report  of  State  Controller,  1911-12,  p.  16.  The  amount  of  franchise  assessments 
as  made  by  the  coimties  in  1910,  exclusive  of  franchises  of  public-service  corporations 
in  San  Francisco  and  Los  Angeles  Coimties,  was  $29,189,105.  Report  of  State  Board 
of  Equalization,  1909-10,  p.  86. 

c  Report  of  State  Controller,  1911-12,  p.  138. 

^  Report  of  State  Board  of  Equalization,  1911-12,  p.  18. 

e  Biennial  Report  of  State  Controller,  1911-12,  p.  17. 
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The  total  assessments  by  classes  for  191a  were: 

Public-service  corporations,  assessed  on  gross  receipts $6, 970, 629. 30 

Insurance  companies,  on  premium  receipts 601, 299.  88 

Banks,  state  and  national,  on  value  of  capital  stock i,  700, 443.  54 

Franchises,  ad  valorem i?  650, 033. 00 

Total 10, 922, 405.  72 

As  the  total  taxes  assessed  for  19 12  show  mcreases  over  those 
assessed  for  191 1 ,  it  may  be  noted  that  the  mcreases  come  from  the 
classes  of  corporations  taxed  on  the  amomit  of  business  done,  and 
that  the  classes  taxed  on  a  valuation  basis  show  but  little  change. 

The  191 2  assessments  by  classes  of  corporations  are  of  interest. 
The  assessments  against  railroad  companies  were  the.  largest  in 
amotmt  of  the  gross-receipts  class,  being  $4,933,124.70,  while  gas 
and  electric  companies  follow  with  $1,356,115.06.  Of  the  fran- 
chise assessments,  mercantile  and  manufacturing  were  the  largest, 
$1,143,860  being  the  amotmt  of  taxes  levied  upon  this  class,  while 
the  franchise  tax  on  oil  companies  reached  $300,800;  water  com- 
panies, $94,180;  mining  companies,  $80,145;  building  and  loan 
corporations,  $11,913;  and  public-service  and  financial  corpora- 
tions, in  the  formative  state,  $19,135." 

The  total  ntunber  of  corporations  of  all  classes  assessed  by  the 
State  Board  of  Equalization  in  191 2  was  19,693.  In  numbers 
manufacturing,  mercantile,  and  miscellaneous  corporations  were 
the  largest,  14,685.  The  remaining  corporations  as  to  number 
were  as  follows:  Mining  companies,  1,321;  oil  companies,  1,100; 
water  companies,  896;  state  and  national  banks,  731;  insurance 
companies,  285;  gas  and  electric  companies,  234;  railroad  com- 
panies, 173;  and  the  balance  consisted  of  building  and  loan,  tele- 
graph and  telephone,  express,  and  car  companies,* 

Relative  Taxation,  Public-Service  Corporations  and  Individuals. 

A  thorough  investigation  to  determine  by  how  much,  if  at  all, 
the  taxes,  which  the  "  withdrawn  "  public-service  corporations  are 
required  to  pay  imder  the  rates  provisionally  fixed  in  the  consti- 
tutional amendment  of  19 10,  exceed  or  fall  short  of  what  they 
would  be  required  to  pay  if  the  average  tax  rate  in  the  State  should 
be  applied  to  them,  was  recently  completed  by  the  State  Board  of 
Equalization.  The  board,  taking  the  tax  year  191 2  as  the  basis, 
reached  the  conclusion  that  the  average  tax  rate  in  the  State  for 

<x  Biennial  Report  of  State  Controller,  1911-12,  p.  17. 
(  Report  of  State  Board  of  Equalization,  1911-12,  p.  zo. 
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all  property  except  the  withdrawn  public-service  property  was 
$1.1386  upon  the  $100  of  actual  value;  and  that  the  avers^e  rates 
upon  the  several  classes  of  withdrawn  corporations,  as  determined 
by  a  stock  and  bond  valuation,  deduced  from  what  they  were  pay- 
ing imder  existing  gross-receipts  rates,  were :  ^ 

Railroads  and  street  railways,  $0.9092  upon  the  $100  of  actual 
value;  gas  and  electric  companies,  $0.75  upon  the  $100  of  actual 
value;  telegraph  and  telephone,  $0,906  upon  the  $100  of  ac- 
tual value;  car  companies  (Pullman),  $0.8813  upon  the  $100  of 
actual  value;  express  companies  (Wells,  Fargo  &  Co.),  $1.5413 
upon  the  $100  of  actual  value. 

A  report  of  this  investigation  was  submitted  to  the  governor  on 
January  13,  and  action  was  taken  by  the  1913  legislature  increasing 
the  state  rates  in  the  case  of  railroads  and  street  railwa3rs  from  4  to 
4l^  per  cent  of  gross  receipts;  telegraph  and  telephone  from  3K 
to  4t^  per  cent  of  gross  receipts;  gas  and  electric  companies  from  4 
to  4t^  per  cent.  The  state  premiiun  receipts  tax  on  instuunce 
companies  was  also  raised  from  i  >^  to  i  >^  per  cent.* 

Proposed  Constitutional  Changes. 

The  adoption  of  the  amendment  for  separation  of  sources  of 
revenue  in  19 10  has  opened  the  w^ay  for  the  discussion  of  other 
problems  in  taxation.  The  counties  and  local  districts  are  still 
subject  to  the  general  property  tax  of  uniform  application 
throughout  the  State.  The  experience  of  neighboring  States  and 
western  Canada  with  home  rule  in  taxation  in  its  various  forms 
has  fiunished  the  people  of  the  State  with  ideas  as  to  its  desirability 
or  its  impracticability  for  the  counties  and  local  districts  of 
California.  Under  separation  of  sources  the  problem  is  somewhat 
different  from  what  it  is  under  a  system  of  general  property  tax 
for  both  state  and  local  piuposes.  In  191 2  a  constitutional 
proposition  initiated  by  petition  was  before  the  voters  which 
would  grant  to  a  county,  district,  or  mtmicipality  the  power  to 
devise  a  revenue  system  by  classifying  property  for  taxation  or 
exemption,  with  uniformity  as  to  classes,  none  of  the  property  now 
taxed  exclusively  for  state  purposes  would  be  aflFected,  and  each 
system  would  be  established  by  a  favorable  vote  of  the  locality 
concerned.  For  the  amendment,  it  was  stated  that  the  State 
has  but  little  concern,  imder  separation  of  soiu'ces,  on  the  question 

<>  Special  Report  of  State  Board  of  Equalization  on  Relative  Burden  of  State  and 
Local  Taxes  in  1912,  p.  5. 
^  Laws,  19 13,  chap.  6. 
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of  how  local  taxes  are  raised ;  that  a  financial  center  and  seaport 
has  very  different  problems  to  solve  from  an  agricultural  county 
or  a  mining  county;  that  while  single  tax  is  possible  under  it, 
where  a  majority  of  the  voters  so  decide,  very  diflferent  reforms 
are  in  the  minds  of  many.  Against  the  amendment,  it  was  stated 
that  in  States  most  advanced  in  revenue  matters  the  tendency  is 
toward  uniformity  in  methods,  not  diversity;  commtmities  might 
impose  income  taxes  on  large  amounts  and  exempt  all  others; 
they  might  tax  mortgages  as  well  as  the  property  mortgaged; 
they  might  induce  enterprises  to  settle  within  their  limits  by  giving 
exemptions  they  could  not  afford,  force  others  to  do  the  same, 
and  no  eommtmity  would  be  the  gainer.  This  amendment  was 
defeated  at  the  191 2  election.  Another  home-rule  amendment, 
which  would  preserve  in  part  the  general  property  tax  and  not 
permit  the  substitution  of  an  entirely  new  system,  has  been  pro- 
pose by  the  19 13  legislature.  By  this  amendment  coimties  or 
municipalities  may  exempt,  in  whole  or  in  part,  from  local  taxa- 
tion, by  a  vote  of  the  localities  concerned,  any  one  or  more  of  the 
following  classes  of  property:  improvements,  shipping,  and  any 
class  of  personalty  except  franchises.  All  taxes  on  property  not 
exempt,  however,  shall  be  uniform.* 

Another  amendment  has  been  proposed  by  the  191 3  legislature 
on  the  subject  of  vessel  exemption.  A  previous  attempt  in  1904 
on  this  subject  resulted  in  the  rejection  of  the  proposition.  The 
amendment  to  be  voted  upon  in  191 4  would  exempt  all  vessels  of 
more  than  50  tons  btu-den,  registered  in  the  State  and  engaged  in 
commerce,  from  all  taxation,  except  for  state  purposes,  until 

1935.*^ 
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Colorado 78 

Idaho 4r-46i49 

Montana 3X 

New  Mexico. . : X49,  X56-X57 

Utah 98-99, 100 

Wyoming 63,64 

SeeaUo  particular  State. 
Constitutional  restrictions,  numerous  pravi- 

sioxis  in  Group  V 8 

Corporate  taxation: 

Method  of  taxing  certain  dasses  in  Group 

V(Uble) a-3 

Revenue  derived  from  certain  dasses  in 
Group  V  (table) , 7 

Deeds,  true  consideration  in: 

Arizona,  recommended X44 

Colorado .* 9a 

Utah,  recommended X09 

Deeds  of  trust.    See  Mortgages. 

Delaware,  state  offidal  and  corporations  aa- 
scssed  by  (table) xx 

Depot  companies,  Oregon: x8x,  X87-X89 

State  taxes  contributed  by 193 

Ditch  companies: 

California 3x5 

Montana 39 

See  also  Irrigation  companies. 

E^amings  tax.    See  Receipts  or  earnings  tax. 

Electric  companies.    See  Heatinir  companies; 

Lighting  companies;    Power  companies; 

Street  railways.  ^ 

Equalization,  boards  of.   See  Administratioa 

of  tax  laws;  Assessment. 
Exemptions: 

Arizona 130,  x3a,  X36, 138, 140 

California 906, 909 

Colorado 77> 8o,85»87-88 

Idaho 46, 49-^ 

Montana »9f30t33 

Nevada xx5,  xx6 

New  Mexico 148,  xso,  jstf  iS3»  156 

Oregon X84,  x86, 197 

Utah 96,  xoo 

Washington x6x,  165,  X74,  x8o 

Wyoming 6a,  64,69 

Express  companies:  ■ 

Arizona i34->35f  140,  X44 

State  taxes  contributed  by X37 

California aoa,  304,  aia-3Z3, 319, 135,  aa6 

State  taxes  ccmtributed  by 9x7 

Colorado 74, 75180-83,89,90 

State  taxes  contributed  by 86 

Idaho 44t  53 

State  taxes  contributed  by 55 

Montana ^y33~34r4o 

State  taxes  contributed  by 38 

Supplemental  tax 4 
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Sxpreas  campank*— Oontinued.  Page. 

New  Mexico Z46,X5z-x5a,  156 

State  taxes  contributed  by 154 

Nevada zzj,  xi8r-ii9f  xa6 

Orecoa z8z,  189-190 

State  taxes  ooatributed  by 193 

Special  methods  in  taxins,  Idaho 4 

Utah Z03 

State  taxes  contributed  by zo6 

Various  States,  state  taxes  contributed 

by(Uble) 7 

Washington 159, 168-169, 179 

State  taxes  contributed  by Z7a 

Wyomizic 60, 63,66 

State  taxes  contributed  by 68 

F^eatures.  chief,  of  corporate  taxation.  See 
particular  State. 

Perry  companies,  Cahfomia 3Zo,az4 

Piziandal  corporations,  state  taxes  contrib- 
uted by  (table)  (see  also  Pinanctal  results, 
wider  particular  State) 7 

Pinandal  corporations,  Wyoming 7a 

Pini^nriftl    results.    See    particular  State; 
Sources  of  revenue. 

Pisfaizig  izidustry:        • 

Calxfomia,  state  revenue  derived  from. ...      3x7 

Oregon X99 

Washington X7x 

Plat  tax:  . 

Arizona 4i  za8 

Or^on 4,  z8z,  Z93 

Washizigton 4f  X59 

Porcign  corporations: 

Arizona za9, 13Z,  Z37 

California 303,  ao7,  ax6 

Colorado 74-75^80,86,89-90 

Idaho 4S>47,55 

Uontazia 27, 39,38 

Nevada zz3,  zaz 

New  Mexico Z46,  Z53 

Oregon z8z,  Z87,  Z9a-Z93,  Z94-Z95 

Supplemental  flat  tax,  Oregon 4 

Utah 95, 98,  Z06 

Washizigton Z59,  Z63,  Z7a 

Wyomizig 60,68 

Porest  taxation,  Colorado 90 

Prancfaise: 

Arizona Z3a 

Califorziia 90a,ao3,azo-9za,az8r-aao 

Montana 27, 35 

Nevada zz6,  zz8 

Oregon z8s,z94,z9S 

Utah 94>99>  loz,  Z03,  ZQ4 

Washington Z59,  Z70 

Wyoming 63,65 

Oas  companies.    See  Lighting  companies. 
General  m-operty  tax.    See  Property  tax. 
General  property  tax  only,  where  employed.         4 
General  view  of  corporate  taxation.    See  par- 

ticular  State. 
Gross  earnings.    See  Receipts  or  earnings  tax. 
Gross  receipts  or  earnings  tax.    See  Receipts 

or  earnings  tax. 


Heating  companies: 

Arizona X35 

Colorado 74»7Si^ 

Montana 35-36 

Historical  notes  on  corporate  taxation: 

Arizona X38-X40 

California axT^-aao 

Colorado 87-89 

Idaho 56-57 

Montana 39-40 

Nevada zaa 

New  Mexico Z54-Z56 

Oregon Z9r*i9j 

Utah Z07 

Washington x73-i75 

Wyoming 69 

Home  rule  in  taxation: 

California 9a6,aa7 

Colorado 99 

Oregon sg^^iy^raeo 

Idaho: 

Abstract  of  corporate  taygtiwi  >yrtem. . .  zy-z8 

Chief  features 44 

Comments  on  system 96-59 

Constitutional  provisions 46-48 

Pinandal  results 55~s6 

General  view 44-46 

State  officials  and  corporations  assessed 

by  (table) z  x 

Statutory  provisions 48-55 

Illinois,  state  officials  and  corporations  as* 
sessedby  (table) xa 

Income  tax: 

Arizona,  constitutional  provision. X3X 

Califorziia,  constitutional  provision 906 

New  Mexico,  constitutional  provision ...      Z47 
Oregon,  constitutional  amendment  de> 

f  eated Z97 

Utah,  constitutiozial  provision 97 

Indiana,  state  officials  and  corporations  as- 
sessed by  (table) za 

Iziheritance  tax,  state  revenue  derived  from: 

California 6,az7 

Colorado 6,86 

Idaho 6,56 

Montazia 6,27,38 

Oregon 6,Z93 

Utah 6)Xtt9 

Washizigton 6»ii3 

Wyoming 6,M 

Initiative  and  referendum,  Oregon 185,  xof-X96 

Insurance  compaziies,  state  revenue  deawd 
from  (table) 7 

Intangible  value  of  corporations: 

Arizona Z3a 

Califorziia azo,az9,aao 

Colorado 79>8o 

Idaho 49i5x 

Nevada zz5,zz6 

Oregon X85 

Utah 99rI09 

Washington X65 

Iowa,  state  officials  and  corporations  asBesised 
by  (table) xz 
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Irrigatioa  conixMnies: 

Arizona 135, 136 

Colorado 77,87-88 

Idaho 49-50 

Utah 96,104 

Wyoming 67 

See  also  Water  companies ;  Ditch  oomxM- 
nies. 


Kansas,  state  oflBdals  and  corporations  as- 
sessed by  (table) 

Kinds  of  taxes 


IS 


I^ioense  taxation,  extent  of  application  to 
certain  dnstw  of  corporations,  Mountain 
and  Pacific  groiq>  (table) 3 

Liquor  tax,  revenue: 

Arizona 6, 137 

Colorado 6,86 

Nevada 6,  laz 

Washington 6,173 

Lighting  companies: 

Arizona 135 

California aoa,  aia-ai3,  aao,  aas,  aa6 

State  taxes  contributed  by ai? 

Colorado 74>75»8i»90 

Idaho 53 

Montana 36,33,35 

Nevada 1x3,119 

New  Mexico xsa 

State  taxes  contributed  by 154 

Oregon i8x,  190, 191 

Utah XQ4 

Washington X69-X  70, 1 78 

Wyoming 67 

Live  stock,  Idaho 49f  54 

IfOcal  assessments,  unsatisfactory: 

California aai 

Idaho 57 

Montana 41-43 

New  Mexico 156-157 

Utah iix 

Local  option  in  taxation,  Oregon  (see  also 
Home  rule) X97,  iggr-aoo 

Nlaine,    state    officials    and    corporations 

assessed  by  (table) 14 

Manufacturing  and  mercantile  corporations: 

Arizona 136 

California ax5 

Colorado 84 

Idaho 54 

Montana 36,36 

New  Mexico isa 

Oregon X9z-z9a 

Utah XQ4 

Various    States,    methods    of    taxation 

(Uble) a-3 

Washington 171 

Wyoming 60, 67 

Maryland,   state  officials  and   corporations 

assessed  by  (table) 14 

Massachusetts,  state  officials  and  corpora- 
tions assessed  by  (table) X4 

Mercantile  corporations.  See  Manufacturing 
and  mercantile  corporations. 

Methods  of  taxing  corporations 4 

Michigan,   state  officials  and   corporations 

by  (table) 13 


Mining  corporations:  Page. 

Arizona. laB,  119, 135-136, 138,  Z4X-143 

State  taxes  contributed  by 137 

Colorado 74,84-85,87-88 

Idaho 44.SOf  54-55 

Montana 10,36-37 

Nevada 1x3, 1x4,  zxy-xao,  xas,  za3-xa4 

State  taxes  contributed  by xax 

New  Mexico 148, 153 

State  taxes  contributed  by X54 

Oregon x86 

Utah 97,  xo5-'Xo6|  xo8,  xxx 

State  taxes  contributed  by zo6 

Washington 175 

Wyoming 6o,6x-6a,67 

State  taxes  contributed  by 68 

Minnesota,  state  officials  and  corporations 
assessed  by  (table) 15 

Miscellaneous  corporations: 

Arizona X36 

Califorxiia ais 

Colorado 84 

Idaho 54 

Montana 36 

New  Mexico 153 

Missouri,    state   officials   and    corporations 
assessed  by  (table) ' xx 

Moneys  and  credits: 

Arizona X3a 

California 305,  ao8, 909 

Colorado 79 

Idaho 49 

Montana 50,33141-43 

New  Mexico 150 

Oregon 185 

Utah 99,  zxo-xxx 

Washington i6z,  X65 

Wyoming 63,70 

Montana: 

Abstract  of  corporate  taxation  system x? 

Chief  features a6 

Conunents  on  sirstem 39~4i 

Constitutional  provisions 98-3X 

Finanrial  results 38-39 

General  view a&~aS 

State  officials  and  corporations  assessed 

by  (table) zx 

Statutory  provisions 31-38 

Mortgages: 

California 71, 906,  S09 

Nevada z  x5-x  x6 

Oregon X97 

Utah 96,  X06 

Wyoming 64,69,70-73 

Recording  tax  recommended 70-^a 

Mational  Tax  Association,  constitutional  tax 
provisions  recommended  by 9 

Navigation  companies: 

California sz4»  337 

Oregon Z9X 

Washington 169, 174, 178 

Nebraska,   state  officials  and   corporations 
assessed  by  (table) zx 

Nevada: 

Abstract  of  oorixirate  taxation  system.,  so-ax 

Chief  features xz3 

Comments  on  system xaa-xa? 
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Nevada— Con  thined. 

Coostitutiaaal  provlikins 1x4-115 

Fuumrial  results zax 

General  view xxj~zz4 

State  oflSri^fa  and  cofpwtf***ff  assessed 

by  (table) 15 

Statutory  pfDviskas xi5-xaz 

New  Hampshire,  state  offidals  and  corpora- 

tkos  assessed  by  (table) 14 

New  Jersey,  state  offidals  and  corporatkos 

assessed  by  (table) X4 

New  Meadco: 

Abstract  of  oorporatetsocatkn  system....  ai-aa 

Chief  features 146 

Cooments on  system Z54-X57 

Coostitutianal  provialoas 9*  X47~X49 

Financial  results 154 

General  view 146-147 

State  officials  and  corporations  miwfSBHt 

by  (table) xi 

Statutory  provisions X49-1S3 

New  York,  state  official  and  oorporatioos 

assessed  by  (table) xx,  14 

North  Dakota,  state  officials  snd  corporations 
assessed  by  (tables) xx,  xs 

Ohio,  state  officials  and  coqxnaUons  miwfSBHt 
by  (table) 14 

Oil  leases,  CsUfbtnia ao8 

Oil-produdnc  companies,  California aao 

Oregon: 

Abstract  of  oorpoiate  taxation  system...  33-34 

Chief  features z8i 

Comments  on  system 194-401 

Constitutional  provisions Z84-Z85 

Financial  results i9ir*>94 

General  view 181-X83 

State  officials  and  corporations  nasrssrd 

by  (table) 13 

Statutory  provisions i8s~i9S 

Pazuuna-Padfic  International  Exposition.  907,  axa 
Passenger-car  companies.    S««  Car  companies. 

Passenger  taxes 39 

Nevada xaa 

Pennsylvania,  state  official  and  corporations 

assessed  by  (table) xx 

Per  cent  of  state  corporation  taxes  contributed 

by  certain  rlasscs  of  corporations  (table) ...         7 
Per  cent  of  state  revenue  from  certain  taxes 

(table) 6 

Per  cent  of  true  vahic  assessed.    Stt  Valua- 
tion. 
Personal  property,  intangible,  low  uniform 

late  recommended,  Utah xxo 

Personal  property,  situs.    Set  Situs. 
Pipe-line  companies: 

Califomia axo 

Colorado 74i 75>83 

Utah. X04 

Power  companies: 

Arizona X35 

Califofnia aza-ax3 

State  taxes  contributed  by 3x7 

Colorado 74>  75>  83 

Idaho 5^"$^ 

Montana »6tiS 

SUte  taxes  contributed  by 38 

Nevada ii3i  xx9 


Power  companiet-<^tinn«l  ■ 
New  Mexico 


X5a 

Oregon 190,  X9x 

Utah XQ4 

State  taxes  contributed  by xo6 

Wyoming 67 

Property,  definition  of: 

Arizona X3a 

Califomia ao5>  ao8 

'  (jolorado 79 

Idaho 46,48 

Montana 30,3a 

New  Mexico 150 

Utah 99 

Washington 164 

Property  tax: 

Arizona xa8,  X3x»x3a 

Califomia 307  J09 

Coloiado 74,78-80,91 

Blrtent  of  application  to  certain  rlasscs  of 
corporations.    Mountain    and    Padfic 

group  (table) s 

Idaho 44,48-50 

Montana 96,31-33 

Nevada 4, 1x3,  zz5-xz6 

New  Mexico 4,  Z46,  X49-ZS0' 

Oregon 185,  X94»  X97 

Method   oi  raising   for   state  pur- 
poses   Z89-Z83,  X97 

Utah 94f  09-KOO 

Washington Z59,  z63~z65,  Z75 

Method   of  raising   for   state  pur- 
poses       z6o 

Wyoming 60,63-64 

Pi^Udty  of  assessments,  comments  on  proce- 
dure in  various  States Z5-X6 

Pi^Uc^ervice  corporations: 

Arizona z3z,  135 

California aoa,  aos,  9xa-az3, 8a3-aa6 

Colorado 74»8sHl4 

Idaho 44>S3 

Montazw a6,3s-:36 

Oregon z8z,  X85,  Z90-X9X,  Z95 

Utah 94>99»  iQ4y  X09-XXO 

Washington 176, 177, 178 

Wyoming 67,69 

Railroads: 

Arizona x*8, 139,  Z3a-X34f  M4 

Historical 138-X40 

State  taxes  contributed  by 137 

California 303,304,308,3x3-3x3.333 

Historical 3x7-330 

State  taxes  contributed  by az7, 335 

Colorado 74»7S>  761 80-83,91 

Historical 87-89 

State  taxes  contributed  by 86 

Idaho 44f  so^^ 

State  taxes  contributed  by 55 

Montana 36, 37, 39^30, 31-34, 4»-4z 

Historical 39 

State  taxes  contributed  by 38 

Supplemental  tax 4 

Nevada 1x3,  xx6-zz7,  xa4-z35 

Historical xsa 

State  taxes  contributed  by xaz 

New  Mexico X46, 148,  zso-zsx 

State  taxes  contributed  by Z54 
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RAilroads— Contlxraed.  Page. 

Oregon x8x,  187-189 

Historical 195 

State  taxes  contributed  by 193 

Utah 97,  lox-zoa,  Z09-XZO 

State  taxes  contributed  by zo6 

Various  States,  state  taxes  contributed  by 

(toble) 7 

Washington Z59,  z6a,  x6s-z68,  X76-X77, 178 

Historical X74 

State  taxes  contributed  by X7a 

Wyoming 60,63,64-66,73 

Historical 69 

State  taxes  contributed  by 68 

Railway  taxation,  importance  of 8 

Railways,  street.    See  Street  railways. 
Rate,  low  uniform.    See  Personal  property, 

intangible. 
Rates  of  taxation,  constitutional  limitations: 

Colorado 78 

Idaho 47-481 49 

Montana 3x 

New  If  exlcD 149,  Z56-Z57 

Utah 98-99»  xoo 

Wyoming 63, 64 

-Receipts  or  eamings  tax: 

Arizona za8,  X34-Z3S,  140 

California 90a,  903, 2x2-3x3 

Blrtent  of  ai>plication  to  certain  dasses  of 
corporations.    Mountain    and    Pacific 

group  (table) a 

Idaho,  express  mmpaniwi 44f  53 

Montana- 
Express  companies 36,34 

Railroads a6,34 

New  Mexico 156 

Oregon X94 

Utah X03 

Washington Z74-X75, 179 

Car  companies 159,  X68-X69 

Express  companies xs9,  X68-X69 

Wyoming 60, 6^66, 69 

Referendum.  Oregon 185,  X95 

Revenue,  sources  of.    See  Sources  of  revenue. 
Rhode  Island: 

Constitutional  provisions 9 

State  officials  and  corporations  assessed  by 

(toble) X4 

Road  companies: 

Arizona X28 

California sxo,  2x5 

Colorado 87 

Montana 39 

Sales  method: 

Oregon X83 

Washington 176-X77 

Salmon  caxmeries: 

Oregon 193 

Washington X7X 

Separation  of  sources: 

General  discussion,  where  in  force 5 

Adopted  in  Califonda 5 

Separation,  sources  of  stote  and  local  revenue: 

California 5,  aoa,  304,  ao7,  aao,  aax-326 

Colorado  (discussed) 9x 

Oregon,  constitutional  amendment  de> 
f  eated^ 196,  X98,  X99 


Single  tax.    See  Home  rule  in  taxation. 

Situs,  migratory  live  stock,  Idaho 49, 54 

Personal  property,  for  taxation: 

California 2x5 

Colorado 84 

Montana 32,36 

Nevada xxs 

New  Mexico 152 

Oregon X85, 197 

Washington 164, 174 

Wyoming 63 

Vessels: 

California ax4 

Oregon X9x 

Washington X69 

Sleeping-car  companies.    See  Car  companies. 
Sources  of  revenue: 

Arizona xa9,x37 

California 303,  az6-ax7 

Colorado 75,86-87 

Idaho 46, 5s-s6 

Montana 98138-39*43 

Nevada 1x4,  xsx 

New  Mexico 147, 154 

Oregon x8i3,  x9i3-^94 

Utah 95,  X06-X07 

Various  Stotes,  corporations,  classes  com- 
pared (table) 7 

Washington x6x,  X7a-Z73 

Wyoming 6z,  68 

South  Dakota,  stote  officials  and  corporations 

assessed  by  (table) 15 

Specific  tox.    See  Flat  tax. 

Stote  assessing  boards,  classification  of 9-xo 

Ex  officio 8,  zo-ix 

Composite za-x3 

Selected 13-xs 

Stote  property  tax.    See  Property  tax. 
Stote  tax  commissions: 

Arizona X28,  xa9, 142 

California,  special a2X 

Colorado 74» 75>9>> 9a 

Idaho 45*  5T-s8 

Special 56-57 

Montaiw 37,30,34,35,40 

Nevada ZX3-XX4 

Special Z22-X23 

Oregon 182,  X83 

Utah,  special 107,  zo8,  xo9-xxx 

Washington X59,  x6o 

Wyoming,    commissioner    of    taxation 

'. 6x,67,7o 

Stotutory  provisions  on  taxations.    See  par- 
ticular State. 
Stodcholders  and  bondholden: 

Arizona X28,  X36,  X38-139 

California 203, 2x5, 220 

Colorado 74*85,87,88 

Idaho 44-^5»55 

Montana 27,37, 39 

Nevada zz3i  xso,  zaa 

New  Mexico 146*  153*  156 

Oregon x8x,  192 

Utoh 95*  <o6 

Washington 159,  Z7Z-Z72,  X73 

Wyoming 60,68,69 


INDEX. 


235 


Stxcet  lailwmys: 

Arizona 135 

Odilomia aoa,  aia-aiji  293-^26 

SUte  taxes  contributed  by ai7 

Cdorado 74»75»83 

Idaho 44f  50 

Montana 96,35 

State  taxes  oontributed  by. 38 

Nevada 1x3 

New  Mexico Z50-Z51 

Oreson x8x,  187-189 

State  taxes  contributed  by 193 

Utah xox-ioa 

Washington x6o,  165-168, 176-177, 178 

State  taxes  contributed  by X79 

Supplemental  flat  taxes: 

Arizona 4-5 

Washincton 4-5 

Supplrmental  taxes,  wheic  and  how  imposed.      4-5 

'Fables: 

A— Cocpofate  taxation  systems  fai  xx 
States,  affecting  raihoad,  car,  express, 
tdegraph,  telephone,  and  manufactur- 
ing corporations a~i 

B— State  taxes  for  19x9  in  xx  States, 
amounts  and  percentages  contributed 
by  9ecified  sources 6 

C-State  taxes  for  19x9  in  xx  States, 
amounts  axid  percentages  contrilMited 
by  certain  classes  of  corporatioos 7 

I>-^tatcs  wherein  corporations  are  as- 
sessed by  an  ex  officio  state  board  or 
officer,  title  of  board,  number  of  mem- 
bers, kinds  ol  taxes,  corporations  as- 


XX 

B— States  wherein  corporations  are  as- 
sessed by  a  composite  state  board,  title 
of  board,  number  of  members,  kinds  ol 
taxes,  corporations  assessed X2-X3 

P— States  wherein  corporations  are  as- 
sessed by  a  sdected  state  board  or 
official,  title  of  board,  number  of  mexn- 
bers,  kinds  ol  taxes,  corporations  as- 
sessed   X4-15 

California,  assessments  ol  corporations 
reserved  exdusively  for  state  taxation 
under  the  operation  ol  the  separation 
system,  X91X  and  X9X9 » 994,295 

Colorado,  itemized  assessixient  ol  a  certain 
public-utility  company 83 

Colorado,  estixnated  average  daily  mileage 
per  car  and  the  equalized  value  per  car 
olfreight<8r  companies  for  X9xa 89 

Montana,  Great  Northern  R.  R.  system, 
main  and  side  track  valuation 33 

Montana,  assessment  of  railroad  property 
and  total  assess  nent  ol  all  property, 
X90X-X9X9 40 

New  Mexico,  assessment  ol  a  railroad 
company  as  apportioned  to  a  particular 
county,  19x3 isx 

Washington,  classification  of  tracks,  ac^ 
tual  and  equalized  value  per  mile  of 
operating  property  of  a  railroad  com- 
pany.ascertifiedtoapaiticularcotmty.      X67 


Tables— Continoed. 

Wyoming,  apportionment  ol  values  of  a 

certain  railroad  to  the  counties 65 

Wyoming,  apportionment  of  values  of  a 
certain  telegraph  and  telephone  com- 
pany to  a  county 65 

Wyoming,  taxes  levied  in   individnal 

counties,  1908,  Z910 73 

Tax  commissions.    5m  State  tax  commis- 
sions. 

Taxes,  increase  in  Wyoming 7s 

Telegraph  companies: 

Arizona X38,  X99,  X3s-Z34»  13^  140,  X44 

State  taxes  ccntributed  by X37 

California 909, 9x9—9x31 9x9, 995, 996 
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LETTERS  OF  TRANSMITTAL 


Department  of  Commerce, 

Office  of  the  Secretary, 

Washington^  March  i^,  1915- 
Sir:  I  transmit  herewith  Part  VI  of  a  Report  of  the  Commis- 
sioner of  Corporations  on  Taxation  of  Corporations,  said  part 
dealing  with  the  systems  of  corporate  taxation  in  Virginia,  West 
Virginia,  North  Carolma,  South  Carolina,  Georgia,  Florida, 
Kentucky,  Tennessee,  Alabama,  Mississippi,  Arkansas,  Louisiana, 
Oklahoma,  and  Texas. 
Very  respectfidly, 

William  C.  Redfield, 

Secretary. 
The  President. 


Department  of  Commerce, 

Bureau  of  Corporations, 

Washington,  March  15,  1913. 
Sir  :  I  have  the  honor  to  transmit  herewith  Part  VI  of  a  Report 
on  Taxation  of  Corporations  made  to  the  President  under  your 
direction  and  in  accordance  with  the  law  creating  the  Bm-eau  of 
Corporations.  This  part  deals  with  the  systems  of  corporate  taxa- 
tion in  Virginia,  West  Virginia,  North  Carolina,  South  Carolina, 
Georgia,  Florida,  Kentucky,  Tennessee,  Alabama,  Mississippi, 
Arkansas,  Louisiana,  Oklahoma,  and  Texas. 

I  desire  to  mention  as  es{)ecially  contributing,  imder  my  direc- 
tion, to  the  preparation  of  this  report,  Mr.  M.  Markham  Flannery, 
of  this  Biu-eau. 

Very  respectfully, 

Joseph  E.  Davies, 
Commissioner  of  Corporations. 

To  Hon,  Wii^LiAM  C.  Redfield* 

Secretary  of  Commerce. 


LETTER  OF  SUBMITTAL 


Department  of  Commerce, 

Bureau  of  Corporations, 
Washington^  March  13,  1915. 

Sir:  I  have  the  honor  to  submit  herewith  Part  VI,  the  final 
part  of  a  Report  on  State  Taxation  of  Manufacturing,  Mercantile, 
Transportation,  and  Transmission  Corporations.  This  part  deals 
with  the  Southern  and  Southwestern  States,  namely,  Virginia, 
West  Virginia,  North  Carolina,  South  Carolina,  Georgia,  Florida, 
Kentucky,  Tennessee,  Alabama,  Mississippi,  Arkansas,  Louisiana, 
Oklahoma,  and  Texas. 

The  six  parts  of  this  report  are  presented  in  substantial  uni- 
formity of  arrangement,  so  as  to  afford  a  ready  comparison  of  the 
information  relative  to  each  State  or  subject  with  that  pertaining 
to  any  other  State  or  subject. 

The  total  taxes  collected  annually  for  purely  state  purposes  is 
roughly  estimated  at  $300,000,000.  This  estimate  does  not 
include  vast  amotmts  paid  for  county,  municipal,  or  other  local 
purposes.  Of  the  taxes  paid  for  pm-ely  state  piuposes,  certain 
classes  of  corporations,  including,  especially,  railroad,  banking, 
and  insurance -companies,  contribute  about  $120,000,000,  or  40  per 
cent.  Other  important  classes  of  corporations,  such  as  manufac- 
turing, mercantile,  and  miscellaneous  companies,  also  pay  a  large 
amount  of  state  taxes,  but  these  are  almost  invariably  collected 
by  local  authorities  and  transmitted  in  common  with  other  taxes 
to  the  state  treasury.  The  amoimts  paid  by  corporations  and 
transmitted  to  the  state  treasury  in  this  manner  are  not  separately 
reported  and  are  practically  unobtainable. 

Of  the  $120,000,000  estimated  as  paid  by  certain  classes  of 
corporations,  railroads  pay  about  44  per  cent,  insiu"ance  and 
financial  companies  about  23  per  cent,  and  all  other  classes  about 
33  per  cent. 

The  methods  of  taxing  individuals  are  practically  the  same 
throughout  the  48  States.  The  methods  of  taxing  corporations 
differ  with  each  State  and  with  various  classes  of  corporations  in 
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most  States.  The  problems  in  the  taxation  of  corporations  are 
much  more  intricate  than  in  the  taxation  of  individuals.  Besides 
the  corporations,  two  classes  of  persons  are  affected  by  corpora- 
tion taxes,  namely,  the  individual  stockholders  and  the  bond- 
holders and  other  creditors  of  the  corporation.  Again,  where  a 
corporation  has  property  in  different  States  deriving  its  value 
chiefly  from  the  operation  of  its  business  as  a  whole,  the  situs  for 
taxation  piuposes  presents  a  difficult  problem,  which  is  further 
involved  by  the  fact  that  the  stockholders  reside  in  various  States. 
In  adjusting  these,  with  many  other  difficult  problems,  the  tax- 
ation system  must  neither  conflict  with  the  exclusive  power  of 
the  Federal  Government  to  regulate  commerce  nor  transgress  the 
inhibition  of  the  fourteenth  amendment  guaranteeing  equal  pro- 
tection of  the  laws. 

A  striking  example  of  one  phase  of  the  variations  in  systems 
of  corporate  taxation  which  have  been  made  with  a  view  to  expe- 
diency rather  than  to  avoid  problems  of  the  nature  above  noted 
is  foimd  in  the  application  of  the  capital-stock  taxes.  Twenty- 
six  States  tax  one  or  more  classes  of  corporations  on  capital  stock, 
with  method,  base,  and  rate  varying  from  the  exceedingly  com- 
plex system  employed  by  New  York  to  the  simple  plan  of  exacting 
a  specified  sum  for  a  given  amount  of  authorized  capital  stock, 
as  in  Idaho. 

One  very  fundamental  difference  between  the  taxation  of 
individuals  and  of  coxporations  is  found  in  taxing  corporations 
not  only  on  the  value  of  their  physical  property,  but  also  on 
that  value  which  is  created  by  reason  of  the  successful  business 
operation.  An  individual,  however,  who  attains  business  success 
is  not  taxed  on  his  good  will.  When  corporations  are  taxed  in 
this  manner  it  is  generally  regarded  as  a  tax  on  franchise,  namely, 
a  tax  on  the  right  to  exist  as  a  corporation.  The  franchise  or 
right  to  use  public  streets  or  roads  is  also  taxed,  but  this  kind 
of  franchise  commonly  is  taxable  to  individuals  and  to  corpora- 
tions alike.  One  or  two  States,  iowever,  have  attempted  to 
apply  taxes  intended  to  reach  a  value  possessed  by  individuals 
which  corresponds  in  some  degree  to  the  franchise  value  first 
mentioned,  but  these  taxes  have  proved  tm workable.  Another 
difference  of  importance  is  the  taxation  of  corporations  for  the 
privilege  of  doing  business  in  States  other  than  that  of  domicile; 
taxes  for  such  a  purpose  are  not  appliclable  to  individuals.  These 
important  distinctions  in  taxation  are  based  on  the  differences 
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existing  between  the  constitutional  rights  of  individuals  and 
corporations. 

The  lack  of  uniformity  in  the  method  of  taxing  corporations 
as  between  States  and  between  classes  of  corporations  in  the  same 
State  has  been  emphasized  in  the  introductions  to  the  several 
parts  of  this  report,  wherein  tables  have  been  introduced  to 
bring  together  in  classified  form  the  different  kinds  of  taxes  to 
which  corporations  are  subject. 

Several  States  have  sought  to  supply  all  or  practically  all 
State  tax  revenue  from  certain  classes  of  corporations.  Indi- 
viduals pay  no  taxes  on  property  for  State  purposes  in  New 
Jersey  or  Delaware.  Ordinarily  they  pay  comparatively  little 
in  Vermont,  Connecticut,  New  York,  Peimsylvania,  and  Cali- 
fornia. Certain  revenue,  however,  such  as  from  the  mortgage- 
recording  tax  in  New  York,  the  coal  tax  in  Peimsylvania,  etc., 
is  divided  between  the  State  and  the  local  governments  or  taxing 
districts.  In  Connecticut,  New  York,  and  California  the  general 
property  tax  to  which  individuals  are  subject  is  levied  for  State 
purposes  when  emergencies  demand  it. 

In  each  of  the  48  States  the  more  important  classes  of  trans- 
portation and  transmission  corporations  are  assessed  by  State 
officials.  The  scope  of  authority  granted,  however,  in  some 
States  is  very  limited,  in  others  it  covers  a  highly  centralized 
system  of  administering  all  tax  laws.  The  various  kinds  of 
State  centralized  assessing  authority  and  their  respective  juris- 
dictions in  the  assessment  of  corporations  are  shown  in  tabular 
form  for  each  of  the  48  States. 

A  noteworthy  feature  of  the  tax  systems  of  the  Southern 
and  Southwestern  States  is  the  elaborate  system  of  license  or 
occupation  taxes  levied  in  most  States  on  corporations  and 
individuals  alike.  Such  taxes  cover  all  Knes  of  business.  The 
rates  are  usually  graduated,  bjit  sometimes  they  are  fixed,  and 
the  measure  varies  from  the  amount  of  capital  invested  in  mer- 
cantile companies  to  the  number  of  chairs  in  shoe-shining  estab- 
lishments. 

Peculiar  to  this  group  is  the  assessment  of  physical  property 
and  of  franchise  value  of  the  same  corporations  by  separate 
boards.  Kentucky,  Alabama,  and  Texas  are  biu^dened  with 
such  systems.  New  York,  however,  also  assesses  in  this  way  a 
different  and  special  kind  bf  franchise,  namely,  the  right  to  use 
public  streets,  roads,  etc. 
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Another  noteworthy  feature  of  this  group  of  States  is  the 
almost  total  absence  of  State  boards  selected  solely  for  the  piir- 
pose  of  administering  the  tax  laws.  Two  States  only,  Alabama 
and  Arkansas,  have  such  boards.  In  all  others,  except  Louisiana 
and  Texas,  they  are  composed  of  officials  selected  primarily  for 
the  purpose  of  performing  other  duties  and  are  required  to  act 
ex  officio  in  matters  of  assessment  for  taxation.  In  Louisiana 
and  Texas  they  are  composed  partly  of  ex  officio  and  partly  of 
selected  members. 

West  Virginia,  Georgia,  and  Texas  each  has  a  selected  official, 
and  Florida  has  a  selected  board  of  officials  appointed  solely  for 
the  purpose  of  performing  certain  important  duties  with  respect 
to  taxation,  but  none  of  them  has  original  assessing  power. 

In  this,  as  in  the  other  groups  of  States,  there  is  a  great  lack  of 
uniformity  in  the  kinds  of  taxes,  in  the  methods  of  assessment, 
in  the  system  of  collection,  in  the  manner  of  selecting  adminis- 
trative boards  or  officials,  and  in  the  degrees  of  authority  granted 
them. 

Very  respectfully, 

Joseph  E.  Davies, 
Commissioner  of  Corporations, 

The  President. 


TAXATION  OF  CORPORATIONS  IN  THE  SOUTHERN 

AND  SOUTHWESTERN  STATES. 


INTRODUCTION. 

Purpose  and  Plan. 

This  part,  dealing  with  the  taxation  of  corporations  in  the 
Southern  and  Southwestern  States  as  of  January  i,  191 5,  is  the 
final  part  of  a  series  covering  the  48  States  and  the  District  of 
Columbia. 

The  purpose  of  this  part,  like  that  of  the  preceding  parts  of  the 
report,  is  to  describe  the  methods  employed  by  each  State  of  the 
group  in  taxing  manufacturing,  mercantile,  transportation,  and 
transmission  corporations  and  such  sectirities  as  those  corpora- 
tions may  issue. 

The  plan  of  this,  as  of  each  other  part  of  the  series,  is  to  describe 
the  system  of  each  State  in  taxing  the  classes  of  corporations 
covered  by  first  giving  a  brief  general  view.  This  is  followed  by 
a  statement  of  the  constitutional  provisions  relating  particularly 
to  taxation.  Next  is  given  a  digest  of  the  statutes  as  interpreted 
by  judicial  decisions  and  as  administered  by  state  tax  officials. 
This  is  followed  by  a  statement  of  financial  results  of  the  tax 
s)jptem  in  so  far  as  they  relate  to  the  revenue  for  state  purposes. 
The  digest  of  each  State  is  concluded  with  certain  comments  on 
the  more  important  changes  in  the  tax  laws  which  took  place  prior 
to  the  inauguration  of  the  present  system,  recommendations  with 
respect  to  suggested  changes  based  on  reports  and  on  oral  state- 
ments of  tax  officials,  and  some  comparisons  of  the  different 
systems. 

Revenue  from  Corporations. 

In  introductions  to  previous  parts  of  this  report  smnmaries 
were  given  of  the  statements  regarding  the  financial  results  of  the 
several  States.  Table  A,  below,  gives  by  groups  of  States  the  totals 
of  such  summaries  for  the  48  States  and  the  District  of  Columbia, 
and  also  the  summaries  by  States  for  the  Southern  and  South- 
western group.    What  has  been  said  in  introductions  to  previously 
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published  parts  with  respect  to  the  difficulty  of  presenting  accurate 
financial  data  is  repeated  here,  namely,  that  amounts  dppearing 
in  the  first  column  of  the  table  are  somewhat  less  than  actual  col- 
lections from  corporations  because  there  are  no  adequate  data  as 
to  the  amoimts  received  by  the  States  from  the  local  collection  of 
the  general  property  or  other  taxes,  so  far  as  such  collections  apply 
to  corporations.  In  all  of  the  48  States  in  which  it  was  possible 
to  determine  definitely  the  total  amount  of  the  state,  as  distin- 
gmshed  from  local  taxes,  the  ratio  of  taxes  from  all  corporations 
to  all  sources  of  state  income  from  taxation  exceeded  50  per  cent, 
and  probably  it  is  not  much  less  than  that  in  any  of  the  48  States. 


Tabl9  a. — Total  Stats  Taxes,  as  Distinguished  prom  Local  Taxes,  with 
Amounts  and  Percentages,  Contributed  by  Certain  Specified  Sources  op 
Taxation,  for  1912;  Showing  Totals,  by  Groups,  por  the  48  States  and  the 
District  op  Columbia,  and  Totals  by  States  for  the  Southern  and  South- 
western Group. 

[This  table  relates  only  to  state  revenue  from  taxation.) 


Group. 


New  England  Group 

Middle  Atlantic  Group 

Eastern  Central  Group 

Western  Central  Group 

Mountain  and  Pacific  Group. 

Southern  and  Southwestern 

Group 

Total  for  United  States. 

States  in  Southern  and  South- 
western Group: 

Virginia 

West  Virginia 

North  Carolina 

South  Carolina 

Georgia 

Florida 

Kentudcy 

Tennessee 

Alabama. 

Mississippi 

Arkansas. 

Txiuisiana 

Oklahoma 

Texas 

Total  for  Southern  and 
Southwestern  Group. 


Taxes  paid 

by  corpo- 

ratioos. 


$14,501,984 
41,309,^6 

a3,x73,8a4 

9,315,340 

16,640,7x8 

16,066,585 


1x9,908,287 


1,956,6x9 
b 665,938 
6  970, X4X 
X,  136,640 
Z, 174,697 
*Sa8,09X 
z,  079,370 

1 1 050, 155 
X,  404, 69a 
583,809 
b 856, 058 
&  7X3, X04 
X,  181,409 
a, 766,97a 


x6, 066, 585 


General 

property 

tax.a 


$9,834,647 
X4, 670, 901 

a3r438,904 
14,963,635 
xo,6xx,687 

30,964,77a 


104,473,846 


a,  197,558 
3x0, 495 
1,353,30s 
i.055>803 
3;  "9, 35a 
i,X49,5ao 
4,087,378 
X, 7x3,1 33 
3,487,830 
3,037,660 
1,846,33a 
a,X93,490 
i,56i»856 
5,963,081 


30,964,77a 


Inheritance 
tax. 


$3,778,908 

i5,4X3,xo4 

3,075,77a 

1,689,43a 

1,807,439 

766, 9ao 


a6, 530, 56s 


43,763 

x68,333 

S»a65 


XOX,577 
x64»96a 


a3>«4 

ao7,oo4 

41873 

47,579 


766,930 


Liqwxrtax. 


$x,o68,8a6 

xa,x30,935 

3,600,746 

1,6x0,586 

3«S»  073 

3>  466, 454 


3X,  183,630 


5x3,406 
634»3a3 


48,568 
38z,  530 


567,309 
344,546 
X  37,717 


87,134 


863, 03X 


3,466,454 


Miscellane- 
ous tax 

receipts. 


$z,x94,3xo 

13,169, 640 

X, 901,078 

979, 30X 

3,385,133 

7»  975. 387 


37,504.648 


Total  sUte 
taxes. 


$30,368,575 
9S»683,7x6 
53,190,334 
a8»4S7,«94 
33,660,039 

59, 340,  xx8 


399,598,966 


7.975,387 


x,7«5»630 

6,436,976 

407,909 

3,086,889 

430,074 

a,  748, 785 

47,a88 

8,388,399 

695.354 

5,370,834 

706,435 

8,384.036 

37X,568 

6,307,003 

479,550 

3. 753.335 

510,  X40 

4.530,369 

508,677 

3,xao,Z46 

a5,974 

3,839.169 

970,603 

4,063,  30X 

55.57a 

3,803,709 

X, 060, 733 

10,699,386 

59,340,1x8 


<*  Excluding  estimated  taxes  paid  by  certain  corporations. 

^  Includes  estimate  of  State's  share  of  general  property  tax  collected  locally  from  all  corixirations  for 
which  assessments  are  available. 
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Tabl9  a.— Totai«  Statb  Taxbs,  as  Distinguished  vrou  Locai,  Taxss,  with 
Amounts  and  Psrc^ntagss,  Contributed  bt  Certain  Specified  Sources  of 
Taxation,  for  1912,  Showing  Totals,  by  Groups,  for  the  48  States  and  the 
District  of  Columbia,  and  Totals  by  States  for  the  Southern  and  South- 
western Group — Continued. 

PER  cent  op  total  STATE  TAXES. 


Gtottiu 


New  England  Group 

Middle  Atlantic  Group 

Eastern  Central  Group 

Western  Central  Group 

Mountain  and  Pacific  Group. 
Southern  and  Southwestern 
Group 

Total  for  United  States . 

States  in  Southern  and  South- 
western Group: 

Virginia 

West  Virginia 

North  Carolina. . .- 

South  Carolina 

Georgia 

Florida 

Kentucky 

Tennessee 

Alabama 

Mississippi 

Arkansas 

T<ouisian« 

Oklahcnna 

Texas 

Total  for  Southern  and 
Southwestern  Group. 


Taxes  paid 
by  corpo- 
rations. 


48 

43 
32 

27 


40 


General 

property 

taz.a 


39 
XS 

44 
53 
3a 

Sa 


Inheritance 
tax. 


X9 

x6 
6 
6 
6 


35 


30 
3a 
36 

S© 
sa 
3a 

17 
28 

3X 
19 
30 

17 
4a 
26 


»7 


34 
zo 

49 
46 
59 
4» 
66 

46 
55 

65 
6S 

54 
S6 
56 


Liquor  tax. 


4 
13 

5 

6 

z 


z 
8 


(•) 


9 
4 


8 
30 


a 
6 


9 
9 
3 


8 


MiacellBne- 
oustax 
rccepts. 


4 

Z3 

3 

3 

zo 

r3 


ToUl  state 


zoo 
zoo 
zoo 
100 
zoo 

100 


100 


97 

90 

15 

a 

Z3 

30 
6 

Z3 
zz 

x6 

X 

•4 

a 
zo 


Sa 


14 


zoo 
zoo 
zoo 
zoo 
zoo 
zoo 
zoo 
zoo 
zoo 
zoo 
zoo 
zoo 
zoo 
100 


100 


o  Less  than  one-half  of  z  per  cent. 

Table  B  shows  the  state  revenue  derived  from  the  taxation  of 
corporations,  classified  according  to  the  kinds  of  corporations.  It 
includes  in  such  revenue  the  estimated  amounts  derived  from  the 
general  property  tax  where  adequate  data  are  available.  In  cer- 
tain cases,  particularly  for  mercantile,  manufacturing,  and  mis- 
cellaneous corporations,  data  are  not  available  as  to  the  amotmt 
of  taxes  paid  for  state  purposes,  and  the  absence  of  amotmts  and 
percentages  in  the  table  does  not  indicate  that  no  revenue  was 
derived  from  them.  If  these  amotmts  were  available,  the  per- 
centages, which  are  based  on  the  amounts  ascertainable,  would  be 
correspondingly  affected. 
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6  TAXATION  OI^  CORPORATIONS. 

Classification  of  Tax  Systems. 

The  chief  reliance  for  revenue  from  taxation  for  local  purposes 
in  each  of  the  48  States  is  the  general  property  tax,  namely,  a 
tax  applicable  to  the  general  mass  of  property  levied  at  different 
rates  for  mimicipal,  school,  coimty,  and  usually  for  state  purposes. 
In  each  State  it  applies  to  individuals.  In  some,  it  is  the  only 
tax  applicable  to  corporations;  in  others  it  is  supplemented 
with  respect  to  corporations  by  special  taxes;  and  in  still  others 
it  is  replaced  for  state  purposes  by  special  taxes  on  certain  classes 
of  corporations. 

Anything  more  than  a  rough  classification  of  the  tax  systems  of 
the  48  States  is  practically  impossible,  as  classification  strictly 
according  to  the  kinds  of  taxes  levied,  the  administrative  enforce- 
ment thereof,  and  the  financial  results  obtained  would  require 
almost  as  many  classes  as  there  are  States;  therefore,  the  classi- 
fication adopted  and  shown  in  Table  C  is  based  on  the  kinds  of 
taxes  paid  for  state  purposes  by  (a)  steam,  street,  and  electric 
railroads,  (b)  car  compahies,  (c)  express  companies,  (d)  telegraph 
companies,  (e)  telephone  companies,  and  (f)  manuf acttu-ing,  mining, 
and  mercantile  companies. 

As  shown  imder  the  first  division  of  Table  C  the  only  States 
which  now  apply  the  general  property  tax  exclusively  to  the  six 
classes  of  corporations  above  mentioned  and  at  the  same  rates 
applicable  to  individuals  are  Illinois,"  South  Dakota,  Nevada, 
and  New  Mexico.  Four  other  States  shown  imder  this  division 
have  the  same  system  with  the  following  unimportant  exceptions: 
Car  companies  are  taxed  on  the  value  of  property  in  Indiana  at  a 
fixed  rate  (except  sleeping-car  companies),  and  in  Iowa  at  an 
average  rate ;  express  companies  in  Wyoming  and  car  companies 
in  North  Dakota  are  taxed  on  gross  receipts. 

In  the  25  States  shown  imder  the  second  division  of  Table  C,  the 
general  property  tax  is  applied  at  like  rates  to  individuals  and  to 
corporations,  and  in  addition  one  or  more  of  the  six  classes  are 
taxed  by  special  methods,  such  as  the  capital-stock  tax,  the  gross- 
receipts  tax,  etc.  In  the  1 1  .States  last  named  imder  this  division 
the  general  property  tax  is  in  unimportant  instances  replaced  as 
to  certain  classes  of  corporations. 

In  the  1 5  States  shown  in  the  third  division  of  Table  C  special 
methods  of  taxing  corporations  for  state  purposes  predominate; 

a  By  special  charter  provision  the  Illinois  Central  R.  R.  pSKys  a  gios&-receipts  tax. 
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that  is,  the  revenue  from  taxation  for  state  purposes  is  derived 
largely  or  wholly  by  methods  other  than  the  general  property  tax 
method.  The  first  7  States  named  under  this  division  have 
adopted  the  separation  method  and  imder  ordinary  conditions 
do  not  apply  the  general  property  tax  for  state  purposes. 

Complete  data  with  respect  to  the  financial  yield  from  the  taxes 
shown  in  Table  C  were  not  readily  obtainable,  but  such  as  appear 
may  assist  in  approximating  the  relative  importance  of  various 
forms  of  special  taxes,  or  rather  the  extent  to  which  particular 
systems  depend  on  special  taxation  of  corporatioi;is  for  state 
purposes.  Nothing  more  than  an  approximation  is  attempted 
because  scientific  comparisons  of  the  eflfectiveness  of  the  various 
kinds  of  taxes  depend  not  alone  upon  the  differences  in  financial 
yield,  but  rather  upon  the  essential  factors  which  cause  them, 
such  as  the  different  degrees  of  economic  development  attained 
by  the  States,  the  diverse  purposes  for  which  the  particular 
kinds  of  taxes  are  levied,  the  difference  between  classes  of  cor- 
porations to  which  they  are  applied,  the  various  kinds  and  sizes 
of  rates  used,  and  the  differences  in  administrative  efficiency. 
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1 6  TAXATION  OF  CORPORATIONS. 

Capital  Stock  Method. 

The  capital  stock  tax  method  is  used  in  26  States.  It  is  relied 
on  chiefly  for  state  revenue  in  Pennsylvania ;  is  very  important  in 
New  York,  New  Jersey,  and  Ohio;  and  yields  substantial  revenue 
in  West  Virginia  and  Texas.  In  the  other  States  wherein  it  forms 
part  of  the  tax  system  its  importance  varies.  It  is  of  less  impor- 
tance in  Maryland  and  Vermont  than  in  the  other  States. 

The  large  collections  shown  in  Table  C  from  the  capital-stock 
taxes  in  Pennsylvania,  New  York,  and  New  Jersey  are  accounted 
for  by  the  fact  that  this  tax  is  part  of  the  system  of  special  taxes 
levied  in  these  States  as  in  other  **  separation "  States  for  the 
purpose  of  replacing,  under  ordinary  circumstances,  the  general 
property  tax  for  state  purposes.  This  is  not  true,  however,  of 
Ohio,  West  Virginia,  and  Texas,  which  States,  as  well  as  a  ntmiber 
of  others,  impose  the  capital  stock  or  other  special  taxes  in  addi- 
tion to  the  general  property  tax. 

A  great  variety  of  methods  are  used  in  imposing  capital-stock 
taxes.  In  New  York  the  statute  is  decidedly  complex ;  it  groups 
the  corporations  falling  under  its  provisions  into  classes  according 
to  their  earning  power,  solvency,  and  market  price  of  stock.  The 
tax  is  computed  upon  the  basis  of  the  amount  of  capital  employed 
in  the  State,  and  is  measured  by  such  a  proportion  of  the  issued 
capital  as  the  gross  assets  within  the  State  bears  to  the  gross  assets 
wherever  employed.  In  Pennsylvania  the  tax  is  based  on  net 
assets  and  is  levied  at  a  specific  rate.  In  New  Jersey  it  is  based 
on  issued  and  outstanding  capital  stock  and  is  levied  at  graduated 
rates.  In  other  States  the  tax  is  based  on  authorized  capital  stock, 
paid-up  capital  stock,  proportion  of  capital  stock  representing  busi- 
ness within  the  State,  or  on  other  factors. 

The  classes  of  corporations  which  are  subject  to  the  capital- 
stock  tax  also  vary  greatly  as  between  the  States. 

In  Vermont,  New  York,**  Pennsylvania,*  Nebraska,  Georgia, 
Tennessee,  Arkansas,  Idaho,  Colorado,  Virginia, «  Oregon,  and 
California,  the  capital-stock  tax  is  applied  to  each  of  the  six  classes 

<^  In  New  York  the  capital-stock  tax  applies  to  manufacturing  or  mining  companies 
if  less  than  40  per  cent  of  capital  stock  is  invested  in  manufacturing  or  mining  in  the 
State. 

b  In  Pennsylvania  manufacturing  companies  are  subject  to  the  capital-stock  tax  on 
capital  represented  by  property  not  used  in  manufacturing. 

<^  In  Virginia  the  corporation  registration  tax  applies  to  all  six  classes,  but  the  o^ital 
stock  franchise  tax  applies  only  to  domestic  manufacturing,  mining,  and  mercantile 
companies  and  certain  telephone  companies. 
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of  corporations  treated  in  Table  C ;  in  New  Jersey  *  and  Delaware 
to  each  of  the  six  classes  operating  exclusively  outside  of  the  State ; 
in  Maine  to  all  domestic  manufacturing,  mining,  and  mercantile 
corporations  and  to  domestic  corporations  of  the  other  five  classes 
operating  exclusively  outside  of  the  State;  in  Texas  to  all  of  the 
classes  except  express  companies;  in  Utah  to  all  classes  except 
car  companies;  in  West  Virginia  to  all  of  the  classes  except  foreign 
express,  telegraph,  and  telephone  companies;  in  Maryland  to  for- 
eign manufacturing,  mercantile,  and  miscellaneous  corporations;  * 
in  Massachusetts  to  foreign  car  companies  (doing  intrastate  busi- 
ness) and  foreign  "business"  companies;  in  Ohio,  South  Carolina, 
North  Carolina,  Kentucky,  Alabama,  and  Oklahoma  to  foreign  and 
domestic  manufacturing,  mining,  and  mercantile  companies;  <^  and 
also  to  car  and  railroad  companies  in  North  CaroUna  and  Alabama, 
respectively. 

Receipts  or  Earnings  Method. 

The  receipts  or  earnings  method,  namely,  the  taxation  of  corpora- 
tions on  their  net  or  gross  receipts  or  earnings,  is  used  more  exten- 
sively than  any  other  form  of  special  taxes.  It  yields  the  greatest 
amount  of  revenue  in  California  and  it  forms  a  very  important  part 
of  the  tax  systems  of  Minnesota,  Ohio,  and  New  York.  It  is  used 
more  or  less  extensively  in  26  other  States  and  its  application  varies 
as  follows:  <* 

The  receipts  or  earnings  tax  is  applied  in  Maine,  Rhode  Island, 
New  York,  Pennsylvania,  Maryland,  California,  and  South  Carolina 
to  railroad,  car,  express,  telegraph,  and  telephone  companies;  to  the 
same  classes  except  express  companies  in  Vermont;  *  except  car 
companies  in  Ohio;  except  telegraph  companies  in  Minnesota; 
except  steam  railroad  companies  in  New  Jersey  f  and  Texas;  ex- 

<^  In  New  Jersey  the  capital-stock  tax  applies  to  domestic  manufacturing  or  mining 
companies  if  less  than  50  per  cent  of  capital  stock  is  invested  in  manufacturing  or 
mining  in  the  State. 

&  Beginning  19 14  it  applies  also  to  domestic  corporations  of  this  class. 

c  In  Oklahoma  mining  companies  paying  a  production  tax  are  not  required  to  pay 
the  capital-stock  tax. 

^  In  none  of  the  48  States  did  the  receipts  or  earnings  method  apply  to  manufactur- 
ing companies  in  191a  (the  year  for  which  the  data  are  shown  in  the  above  table), 
except  to  certain  industries  in  Louisiana.  Beginning  with  1913 ,  however,  it  was  made 
applicable  to  manufacttuing  companies  in  Delaware. 

^  Repealed  as  to  railroad  and  telephone  companies  in  1913. 

/  In  New  Jersey  electric  railroad,  telegraph,  and  telephone  companies  are  not  taxed 
for  state  purposes,  but  are  taxed  on  gross  receipts  for  local  purposes. 
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cept  car  and  express  companies  in  Virginia;  and  except  car,  tele- 
graph, and  telephone  companies  in  Montana.  In  North  Dakota, 
Arkansas,  and  Mississippi  it  applies  to  freight  car  companies;  in 
Arizona,  Connecticut,  Delaware,  Kansas,  Missouri,  and  Wyoming 
to  express  companies;  in  Wisconsin  to  telephone  companies;  in 
Illinois  by  charter  provision  to  the  original  lines  of  the  Illinois  Cen- 
tral Railroad;  in  Oklahoma  to  intrastate  telegraph  and  telephone 
companies;  in  Florida  to  sleeping-car  and  express  companies;  in 
Washington  to  freight-car  and  express  companies;  in  North  Caro- 
lina and  Louisiana  to  express,**  telegraph,**  and  telephone  com- 
panies, and  also  in  Louisiana  to  certain  manufacturing  and  mercan- 
tile companies.  In  Arizona  it  formerly  applied  to  express,  telegraph 
and  telephone  companies,  but  since  191 3  it  applies  only  to  express 
companies. 

In  Connecticut,  beginning  with  1913,  this  form  of  taxation  was 
extended  to  car,  telegraph,  and  telephone  companies. 

Mileage  Method. 

The  mileage  method  of  taxing  transportation  and  transmission 
corporations,  namely,  according  to  the  number  of  miles  of  track 
route  or  wire  located  within  the  State,  is  used  more  extensively 
in  the  Southern  and  Southwestern  than  in  any  other  group  of 
States.  This  mileage  method  is  applied  to  express,  telegraph, 
and  telephone  companies  in  Vermont  and  Alabama  and  to  the 
last-named  two  classes  in  Connecticut  and  Delaware;  to  railroad, 
car,  express,  telegraph,  and  telephone  companies  in  Mississippi; 
to  the  same  classes  except  railroads  in  Virginia;  to  foreign  ex- 
press, telegraph,  and  telephone  companies  in  West  Virginia;  to 
railroad,  express,*  and  telegraph  *  companies  in  North  Carolina; 
to  the  same  classes  except  steam  railroads  in  Tennessee;  and  to 
raikoads  aad  telegraph  companies  in  Florida. 

• 

Average  Rate  Method. 

The  average  rate  method  consists  in  applying  the  average  rate 
of  the  general  property  tax  to  the  assessed  valuation  of  property. 
It  is  almost  always  used  for  state  purposes  and  is  in  lieu  of  other 
taxes  on  such  property.  It  is  applied  in  New  Hampshire  and 
Michigan  to  public-service  corporations,  where  it  produces  the 
greater  portion  of  state  revenue;  in  New  Jersey  to  steam  rail- 

^  Repealed  as  to  express  and  telegraph  companies  in  19 13  for  North  Carolina. 
&  Beginning  19 13. 
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roads;  in  Massachusetts  to  the  corporate  excess  of  public-service 
and  domestic  business  corporations;  in  Wisconsin  to  raihroad,  car, 
express,  and  telegraph  companies.  It  is  used  to  a  Kmited  extent 
in  Minnesota,  Iowa,  Kansas,  and  Missouri.  It  is  applied  to  sleep- 
ing-car and  telegraph  companies  in  Minnesota  and  to  car  com- 
panies only  in  the  three  States  last  mentioned. 

Other  Methods. 

Of  the  remaining  methods  found  in  the  table,  the  most  im- 
portant is  the  corporate  loan  tax  of.  Pennsylvania.  This  tax  is 
levied  on  bonds  issued  by  domestic  corporations  when  held  by 
residents  of  the  State.  It  is  collected  at  the  source  and  yields  a 
very  substantial  revenue. 

License  Systems  of  the  Southern  States. 

Peculiar  to  the  Southern  and  Southwestern  group  of  States  is 
the  license  system,  which,  when  levied  for  state  purposes,  is  usu- 
ally extended  to  every  county  and  incorporated  city  or  town  in 
the  State.  From  the  viewpoint  of  state  revenue,  as  distinguished 
from  local  revenue,  it  does  not  differ  materially  from  special  taxes 
elsewhere  imposed  on  corporations  but  it  is  with  respect  to  its 
local  application  that  this  system  is  principally  differentiated. 
The  general  rule  for  such  license  taxes  in  these  States  is  that  the 
counties  and  mimicipaUties  in  which  the  corporation  does  busi- 
ness may  each  assess  a  license  tax  at  one-half  the  state  rate. 
Where  a  corporation  operates  in  several  counties  and  municipali- 
ties these  local  license  taxes  are  in  the  aggregate  much  greater  in 
amount  than  the  state  license  tax.  For  example,  the  amount  of 
a  state  license  payable  by  a  public-service  corporation  which 
operates  in  40  counties  and  10  mimicipaUties  of  a  State  would  be 
comparatively  insignificant  compared  with  the  amount  of  local 
licenses  paid  by  such  corporations.  The  total  of  the  local  licenses 
would  be  about  25  times  that  of  the  state  licenses  in  this  case. 
As  applied  to  public-service  corporations,  these  Ucenses  are  based 
on  population  served,  on  gross  receipts  or  on  capital  stock,  but 
with  respect  to  other  business  enterprises,  whether  conducted  by 
corporations,  copartnerships,  or  individuals,  the  base,  measure,  and 
rate  embrace  practically  all  known  forms.  Another  peculiarity 
is  that  these  licenses  are  subject  to  frequent  changes  by  the  legis- 
lature, and  in  some  States  the  laws  have  been  reenacted  practi- 
cally every  two  years. 
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Kinds  of  Taxes. 

For  the  purpose  of  further  facilitating  comparisons  and  gen- 
eralizations, material  has  been  already  presented  in  Table  C  in 
this  part,  which  is  presented  in  a  different  form  in  Table  D  in  part 
IV,  Table  A  in  Part  V,  and  Table  D  herewith.  Table  C,  given  above, 
is  intended  to  show  the  relative  importance  of  the  use  of  the 
various  taxes  as  indicated  by  financial  results  and  the  extent  of 
their  application,  while  Table  D,  herein,  and  similar  tables  in 
other  parts  are  intended  to  show  the  grea^t  lack  of  uniformity  in 
the  kinds  of  taxes  applied  in  the  different  States  and  in  the  appli- 
cation of  taxes  to  different  classes  of  corporations  in  the  same  State. 

State  Assessing  Boards. 

Tables  D,  E,  and  F,  given  in  the  introduction  to  Part  V,  showed 
the  classification  of  State  assessing  boards  and  are  here  repeated 
and  extended  to  include  all  of  the  48  States. 

Ex  officio  boards  for  tax  administration  are  shown  in  Table 
E,  which  follows.  Of  the  21  States  retaining  this  method  of 
administration,  10  are  among  the  Southern  and  Southwestern 
States. 

■ 

Tablb  E. — States  whbrkin  Corporations  ars  Asssssbd  by  an  Hx  Officio  Board 
(or  Officbr),  Title  of  Board,  Number  of  Members,  Kinds  of  Taxes,  and 
Classes  of  Corporations  Assessed. 


state. 

Title. 

Mem- 
bers. 

Kinds  of  taxes  and  classes  of  corporations  assesacd  by 
state  board  or  officer. 

New  York  «... 

Comptroller.., 

I 

State  franchise  tax  on  capital  stock,  state  gross-eamings 
tax  on  transiKMrtation  and  transmission  companies,  and 

■ 

state  gross-earnings  and  dividend  tax  on  water,  light, 
and  power  companies. 

Pennsylvania... 

Auditor  general 

z 

State  capital-stock  tax,  and  state  gross-recdpts  tax  on 
transportation,  transmission,  and  electric  light  com- 
panies, corporate  loan  tax,  and  production  tax  on  an- 
thracite coaL 

[State  treasurer 

X 

State  mileage  tax  on  telegraph  and  telephone  companies. 

Delaware 

< 

state  gross-receipta  tax  on  express,  heat,  light,  and 
power  companies. 

ISccrctary  of  state 

z 

State  franchise  tax  on  capital  stock,  etc. 

North  Dakota  6. 

State  Board  of  Equal- 

S 

General  property  tax  on  steam,  street,  and  interurban 

ization.  ^ 

railroad,  express,  car,  telegraph,  and  telephone  com- 
panies. 

Iowa 

State  Executive  Coun- 

A 

General  prnDertv  tax  on  Steam  and  interurban  railroad. 

did 

express,  telegraph,  telephone,  and  freight-car  compames. 

o  "^)ecial  franchises"  are  assessed  by  a  selected  board.    (See  Table  G.) 

b  Certain  corporations  are  assessed  by  a  tax  commission. 

<^  The  governor,  state  auditor,  state  treasurer,  attorney  general,  and  cozzunissioner  of  agriculture  and  labor. 

d  Governor,  secretary  of  state,  state  auditcv,  and  state  treasurer. 


Mikagetax. 


Incense  tax  (flat  amount) . 


Instrument  tax. 


Bxchangetax. 


> 


Mfff.Pff. 


Tdph.ff. 

Mfe.ff... 


Mfg.*. 


I 


Telph 

Mfg. 


•  Operating  property.  **«  impowd  by  the  SUte. 

*  Freight-line  companies,     f^^  ^<*****  **'^^- 

«  DistribuUblc  property,    f^^  ^^ock  employed  in  the  State. 

4  Sleeping-car  companies.    »P«-mile. 

«  Foreign  corporatians  onlyf "  *^«  "nomnts  imposed  for  state  purposes. 

/  AH  taxes  on  the  tangible  if"**  ^  Population  of  dty. 

9  Applies  to  companies  apti 

h  Counties  and  munidpalitil 

^  Applies  to  certain  industn 

/  In  Alabsma  paid  to  the  cf  •«»•  ^  "^^^  operated  over  400  miles  of  poles. 

*  Domestic  coiporations  paH«:  coUerted  locaUy. 

/  Sleeping-car  convanies  arJ  ^^^  public-servtce  corporation. 

•  Domestic  corporations  o^*»P<»«l  ^r  ^^  State  and  munidpaUUes  have  sameauthorky. 
a  This  class  ci  domestic  oorj 

•$398*— »5«    (To  face  I 
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Table  B.— Statbs  whkrsin  Corporations  ars  Assbssbd  by  an  Ex  Ofncio  Board 
(or  Oppicsr),  Titlb  op  Board,  Numbsr  of  Mbmbbrs,  Kinds  of  Taxbs,  and 
Classss  op  Corporations  Assbssbd— Continued. 


- 

Title. 

Mem- 
bers. 

state. 

Kinds  ol  taxes  ana  classes  of  corporations  assessed  oy 
state  board  or  ofl&cer. 

Nebfaska 

State  Board  of  Bqual- 

5 

General  xiroperty  tax  on  steam  xailroad,  car,  and  freight 

ization  and  Assess- 

line, and  state  grass-famings  tax  on  express  companies. 

ment.* 

SUte  Board  of  Bqual- 

S 

General  property  tax  on  steam  and  street  railroad,  car. 

Mi390uri 

izaUon.» 

telegraph,  telephone,  and  bridge  compames. 

State  auditor 

I 
5 

State  gross-receipta  tax  on  express  compames. 

Montana 

• 

SUte  Board  of  Bqiial- 

General  property  tax  on  intercounty  steam  railroad  ccmi- 

ization.fr 

panies. 

Tda1v>  . . 

State  Board  of  Haual- 

c 

General  property  tax  on  xailroad,  telegraph,  telephone. 

ization.fr 

car.  and  electno<»rrent  transmission  companies. 

State  Board  of  Bqual- 

3 

General  property  tax  on  xailroad,  telegraph,  telephone. 

ization.' 

car,  and  gross  proceeds  of  mining  companies;  state 

gross-receipts  tax  on  express  compames. 

New  Mexico 

do  « 

5 

General  property  tax  on  railroad,  telegraph,  telephone. 

express,  and  sleepinc<ar  companies. 

Vircinia 

3 

General  property  and  state  frandilae  taxes  on  public- 

sxate  Lxirporation  com- 
mission./ 

capital-stodc  tax  payable  by  other  classes  of  domestic 

West  Virginia. . 

Board  of   Public 

7 

General  property  tax  on  public^emce  corporations. 

North  Carolina. 

Works.9 
State    Tax    Commis* 

i 

ucnerai  propcny  tax  on  xtuiroau,  express,  teiegrapn. 

sion.A 

telephone,  local   public-utility  and  steamboat  com- 
panies, and  on  the  intangible  property  of  domestic 
snannfactiiring,    mercantile,  and  mining  cnmpanir»; 

the  cu>ital-5tock  tax  on  car,  steamboat,  local  public- 
utility  and  manufacturing,   mining,   and  mercantile 
/companies. 

Sooth  Carolina. 

State  Board  of  Assc»* 

5 

General  property  tax  on  operating  property  of  railroad. 

sors.< 

telegraph,  telephone,  express,  and  sleeping-car  com- 

• 

panics;  stata  gross  receipta  tax  on  all  publio<ervice 
corporations. 

State  Board  of  Bqnal- 

(/) 

General  property  tax  on  manufacturers  of  textile  fabrics 

ization. 

and  cottonseed  oil.  on  fertilizer  companies,  and  on  canal 

Georgia 

Comptroller  general. . . 

I 

street  and  electric  railroad,  car,  express,  telegraph, 
telephone,  and  public-utility  companies. 

o  Governor,  secretary  of  state,  state  auditor,  state  treasurer,  and  onmmissioner  of  public  lands  and  buildings, 
fr  Governor,  state  auditor,  state  treasurer,  secretary  of  state,  and  attorney  general, 
c  Wyoming  has  a  tax  commissioner,  but  his  appraisemenU  are  advisory  only. 
^  Secretary  of  state,  state  auditor,  and  state  treasurer. 

*  Governor, 'state  auditor,  traveling  state  auditor,  secretary  of  state,  and  atto^ey  general. 

/  Three  members  i^ipointed  by  the  governor  and  confirmed  by  the  legislature  for  terms  of  six  years. 
9  Governor,  secretary  of  state,  state  auditor,  superintendent  of  free  schools,  state  treasurer,  attorney 
general,  and  commissioner  of  agriculture. 

*  The  three  members  of  the  State  Corporation  Commission.    They  are  elected  for  terms  of  six  years. 

<  Treasurer  of  state,  secretary  of  state,  comptroller  general,  attorney  general,  and  chairman  of  the  Board 
of  Railroad  Commissioners. 
iChairmen  of  the  county  boards  of  equalization. 
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Tabls  E. — Statss  wherbin  Corporations  arb  Assssskd  by  an  Ex  Omcio  Board 
(or  Ofpicsr),  Titls  of  Board,  Nuiibbr  of  Mbmbbrs,  Kinds  of  Taxbs,  and 
Classes  of  Corporations  Assbssbd — Continued. 


State. 

Tide. 

Mem- 
bers. 

1 

Kinds  of  taxes  and  classes  of  oorporatioos  assessed  by 
sUte  board  or  officer. 

Florida 

State  board  o 

State  comptroller 

graph,  and  sleeping-car  companies. 

I 

Alabama  b 

SUte  Boaf  d  of  Assess- 

s 

General  property  tax  on  the  physical  property  of  steam 

ment,  c 

railroad,  telegraph,  and  long-distance  telephone  com- 
panies. 

Miasissappi 

Kffilrofl^  Comn^WMon<' 

X 

General  property  tax  on  railroad,  express,  sleeoinff-car. 

telegraph,  and  telephone  compamcs;  privilege  taxes  oo 
railroad  ocnnpanies. 

State  auditor 

z 

Privilege  Uxes  on  telegraph,  telephone,  ei^ess,  and 
sleeping-car  companies;  gross  earnings  Ux  on  private 

car  companies. 

Tesmcssee 

SUte  Railroad  Com- 

3 

General  property  tax  on  railroad  and  freight-car  com- 

missioii.' 

panies  and  the  distribuUble  properties  of  telegraph 
and  telephone  compamcs. 

State  comptroller 

z 

SUtfrprivilege  Uxes  on  telegraph,  telephone,  express, 
sleeping-car.  and  public-utility  companies. 

Kentucky 

Board    at    Valuation 

3 

General  prc4>erty  tax  cm  the  intangible  property  of  all 

and  Asaenment./ 

public-service  corporations,  and  capitakstock  tax  on 

other  classes  of  corporations. 

Railroad  Commission' . 

3 

General  property  tax  on  the  tangible  property  of  steam 
and  electric  intenirban  railroad  companies. 

Oklahoma 

SUte  Board  of  BquaU- 

7 

General  property  tax  on  steam  and  street  railroad, 

zation.9 

express,  telegraph,  telephone,  sleeping-car,  and  pipe- 
liz^  compames. 

SUte  auditor 

X 

Sute-gross  receipts  tax  cm  intrasUte  telephone,  pipe-line. 

electnc-light,  gas,  heat,  waterworks,  and  power  com- 

panies; and  sUte-production  tax  on  oil.  natural  gas,  and 

mining  companies. 

TtTOHf  * 

Comptroller   of    pub* 

1 

Sute-gross  receipU  taxes  on  street  and  electric  railway. 

lie  acoounU. 

terminal,  telegraph,  telephone,  express,  car,  light, 
water,  oil  well,  and  pipe-line  compames;  capital-stock 
tax  on  sleeping-car  compames. 

o  SUte  comptroller,  attorney  general,  and  sUte  treasurer. 

^  Intangible  property  value  assessed  by  selected  board. 

<  Governor.  secrcUry  of  sUte,  sUte  auditcn-,  sUte  treasurer,  and  attorney  general. 

'  The  members  of  the  railroad  commission  are  elected  by  popular  vote. 

*  The  members  are  elected  by  popular  vote  and  are  ex  officio  the  board  of  Ux  assessors. 
/  Auditor  of  public  accounU.  sUte  treasurer,  and  secretary  of  sUte. 

0  Governor,  sUte  auditor,  sUtc  treasurer,  secreUry  of  sUte,  attorney  general,  state  examiner  and  inspco* 
tor.  and  president  of  the  board  of  agriculture. 

*  See  also  composite  boards. 


Composite  boards,  or  boards  composed  partly  of  ex  officio  and 
partly  of  selected  members  whose  duties  are  confined  to  tax  mat- 
ters, are  used  in  nine  States  and  are  shown  below  in  Table  F.  Of 
the  States  of  the  Southern  and  Southwestern  group,  Louisiana  and 
Texas  have  such  boards.  In  Louisiana  there  are  seven  selected 
and  one  ex  officio  member,  and  in  Texas  there  are  two  ex  officio 
and  one  selected  member. 
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Tabls  F.— Statbs  Whbrbin  Corporations  arb  Absbssbd  by  a  Compositb  Statb 
BoARDi  TiTLB  of  Board,  Numbbr  of  Mbmbbrs,  Kinds  op  Taxbs,  and  Classbs 
OP  Corporations  Assbssbd. 


TiUe. 

Ex 
officio 

bers. 

2 

Selected  members. 

SUte. 

Nimi- 
bcr. 

How  chosen. 

Term 

of 
years. 

Kinds  of  taxes  and  classes  of  cor- 
porations assessed  by  state 
board. 

Connecticut.. 

Board  of  Equaliza- 

z 

Governor 

4 

Special  state  taxes  on  steam  and 

tion.a 

electric  railroad,  telegraph,  tele- 
pluAie,  express,  and  car  com- 
panies and  savings  banks;  values 
other  banks  and  insuraace  com- 
panies. 

•fn/lfawa 

State     Board     of 
Tax   Conunis- 
sianer5.fr 

• 

a 

S 

do 

4 

General  property  tax  on  steam  and 
street  railroad,  telegraph,  tele- 
phone, express,  passenger  car. 
and  intercounty  pipe-line  com- 
panies, and  special  state  tax  on 
freight-car  companies. 

Illinois 

State    Board    of 
Equalization,  e 

X 

2.5 

Elected 

4 

Corporate  excess  tax  00  all  domes- 
tic corporations  except  manu- 
facturing, mining,  and  news- 
paper, and  general  property  tax 
on   steam   and  street  railroad 

■ 

companies. 

Michisan 

State    Board    of 
Assessors.' 

I 

3 

• 

6 

State  property  tax  00  railroad, 
telegraph,  telephone,  express, 
and  car  compamcs. 

Nevada 

Nevada  Tax  Com- 
mistrion.' 

z 

a 

Governor 

4 

General  xnoperty  tax  on  railroad, 
street  railway,  traction,  car.  tele- 

graph,  telephone,  express,  water, 
light  and  power,  and  net  pro- 
ceeds of  mines. 

State   Tax   Com- 
mission./ 

3 

2 

Governor,  sec^ 
retary  of 

4 

General  property  tax  on  practi- 

caiiy  ail  public-service  corpora- 

« 

state,    and 
state   tTfUi' 
urer. 

tions. 

California 

SUte    Board    of 
Equalization.^ 

1 

4 

Elected 

4 

State  groas-recdpt  taxes  of  public- 
service  corporations  and  state 
franchise  taxes  on  all  other  cor- 
porations. 

Louisiana.. . . 

State     Board     of 
Appraisers.^ 

z 

7 

Governor,  lieu- 
tenant sov- 
emor,  trea»* 
urer,  attor- 
ney general, 
and  secre- 
tary of  state. 

4 

General  property  tax  on  operating 
property  of  railroad,  telegraph, 
telephone,  sleeping-car,  and  ex- 
press compames. 

Texas 

State  Tax  Board. <. 

3 

z 

Governor 

2 

General  property  tax  on  the  intan- 
gible property  of  steam  railroad. 

, 

bridge,  and  ferry  companies. 

«  Comptrdler  and  treasurer  ex  officio  members, 
fr  Secretary  of  state  and  auditor  of  state  ex  officio 


c  Auditor  of  public  accounts  ex  officio  member. 

^  Governor  ex  officio  member. 
•    'One  member  of  the  Railroad  Commission,  ex 
ofiScio  mcml^. 


/  Governor,  secretary  of  state,  and  state  treasurer, 
ex  officio  members. 

0  State  controller  ex  officio  member. 

*  Auditor  of  public  accounts,  ex  officio  member. 

<  Comptroller  of  public  accounts  and  secretary  of 
state,  ex  officio  members.  The  title  of  the  selected 
member  is  state  tax  commigsioner. 
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Selected  boards,  or  boards  in  which  all  of  the  members  are 
selected  solely  for  the  purpose  of  administering  tax  laws,  are 
used  in  20  States  as  shown  below  in  Table  G.  Alabama  and 
Arkansas  are  the  only  two  States  of  the  Southern  and  Southwestern 
group  wherein  corporations  are  assessed  by  such  boards.  West 
Virginia,  Georgia,  and  Texas  each  has  a  selected  official,  and 
Florida  has  a  selected  board  of  officials,  appointed  solely  for  the 
purpose  of  performing  certain  important  duties  with  respect  to 
taxation,  but  nofie  of  them  has  original  assessing  power. 

Tabids  G. — States  Wh^rbin  Corporations  arb  Assbssbd  by  a  Sblhctbd  Statb 
Board  (or  Opficbr),  Titlb  op  Board,  Numbbr  of  Mbmbbrs,  Kinds  op  Taxes, 
AND  Classes  op  Corporations  Assessed. 


state. 

Title. 

m 

How  chosen. 

M  em- 
bers. 

Term, 
years. 

Kinds  of  taxes  and  classes  of  cor- 
porations assessed  by  state  board 
oroffictal. 

^"<i*.  , 

State     Board    of 
Assessocs. 

SUte  Tax  Com- 
xnisskm.' 

lyesislature. . . . 

Supreme  oourt 

• 

3 

6 
6 

Gross-receipts    tax    on    railroad. 

telephone,  and  express  oompa- 
nies,  and  state  capital^tock  tax 

New  Hampshire. . . 

General  property  tax  cm  lailroadr 
street-railway,  telegraph,  tele- 
phone, express,  and  car  oooip** 

nies. 

Cammissumer    of 
Taxes. 

Tax  Commis- 
sioncr.a 

do 

a 

Specml  state  t^xep  en  railraads. 

Massachusetts 

car,  steamboat,  express,  tele- 
graph, and  telephone  corpora- 
tions. 

3 

all  corporations,  and  special  state 
taxes  cm  foreign  business  oorpo* 

* 

rations. 

Rhode  Island 

Board  of  Tax  Cnm- 

do 

6 

State  gross-earnings  tax  on  public^ 

missioiien. 

service  corporations,  state  cor- 

New York 

SUte  Board  of  Tax 

• 

do 

do 

3 

4 

porate  excess  tax  <m  mercantile, 
manufacturing,  and  other  corpo- 
rations not  specially  taxecL 
Values  lor  local  taxation  special 

sendee  corporation  to  the  use  of 
the  public  streets. 
Assesses    railroad  -  property    tax, 
special  state  taxes  cm  exxsress, 
telegraph,    passenger  •  car,    and 

state  caipital-stocfk  tax  on  mis- 
cellaneous corpcx-ations,  and  local 

New  Jersey 

SUte     Board     of 
Asseaaon. 

tioos  using  public  streets. 

a  The  tax  commissioner  is  also  ex  officio  commissioner  of  corporaticms. 


INTRODUCTION. 


25 


Tablb  G. — Statbs  Whbrbin  Corporations  are  Assbssbd  by  a  Sblbctbd  Statb 
Board  (or  Ofpicbr),  TnxB  ot  Board,  Number  op  Members,  Kinds  op  Taxes, 
AND  Classes  op  Corporations  Assessed — Continued. 


state. 

Title, 

Howchoaen. 

M  em- 
bers. 

6 

Kinds  of  taxes  and  classes  of  cor- 
porations assessed  by  state  board 
oroflQdal. 

Matyfamd 

State   Tax   Com- 

Govemor  

•» 

Makes  personal  property  assess- 
ments (corporate  excess)  of  all 

mission. 

domestic    corporations,    except 

steam  railroads  and  business  corw 

porations;  determines  state  gross- 

receipts  tax  of  steam  railroad. 

telegraph,    telephone,    express, 

, 

sleeping-car,  pii>e  line,  and  light 

companies,  and  capitalrstodc  tax 

of  business  corporations. 

Oliio 

Ohio    Tax    Com- 

do 

3 

6 

misskm. 

public-service  coriMvatians;  as- 
sesses the  state  gross-earnings  tax 

• 

on  steam,  street,  and  electric  rail- 
road companies  and  gross-re- 
ceipts taxes  on  express,  tele- 
graph, telephone,  light,  and  wa- 
ter compames,  an^  the  state 
capital-stock  tax  on  car  and 
manufacturing,  mercantile,  and 

certam  business  companies. 

do 

3 

8 

State  property  tax  on  railroad, 
street  and  electric  railway,  ex- 

presSp  telegraph,  and  car  com- 

panies, and  income  tax  on  other 

corporatkms. 

Miniifnota     Tax 

do 

t 

6 

State  sTons-camings  tax  on  rail- 

road,  express,  car,  and  telephone 
oomiMmes;  state  property  tax  on 
telegraph  companies. 

North  Dakota 

•  ■  •  •  aUO*  ••■«••■ 

3 

6 

and  power  oompamcs.  The  more 
important  dasses  of  ocvporatlons 
are  aaocBBcd  by  an  ex  offido 
board. 

South  Dakota 

do 

do 

X 

6 

General  property  tax  on  railroad, 
express,    telegraph,    telephone. 

and  sleeping-car  oomi>anies. 

fpAHMS 

do 

9 

A 

General  DroDcrtv  tax  on  steam. 

* 

interurban,  and  street  railroad, 
car.  express,  and  intercounty  tel- 
egraph, telephone,  and  pipe-line 
companies;  and  gross-receipts  tax 
on  express  companies. 

Cidorado* . 4 . .  .... 

Colorado  Tax  Com- 

3 

6 

General  property  tax  on  railway, 
telegraph,   telephone,    car,    ex- 

missioa. 

state  treas- 

urer. 

1 

press,  power,  pii>e  line,  water, 
street  railway,  gas,  lighting  and 
heating  compames. 
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Tabl9  G. — States  Whbrbin  Corporations  are  Assbssbd  by  a  Selhctbd  Statb 
Board  (or  Officer),  Title  of  Board,  Number  of  MemberSi  Kinds  of  Taxes, 
AND  Classes  of  Corporations  Assessed — Continued. 


SUtc. 

TiUc. 

How  chosen. 

Term, 
years. 

Kinds  of  taxes  and  classes  of  cor- 
porations assessed  by  state  board 
oroflGLdaL 

TTtah 

State     Board     of 

Governor 

4 

4 

General   property   tax  on   inter- 

county    pubUc-servioe   corpora^' 

tions  and  net  proceeds  and  m»* 

^ifiM^  of  mtf^jng  comi^nW. 

Washington 

State  Board  of  Tax 
Commissioners. 

do 

3 

4 

General  property  tax  on  railroad, 
street   railway,   telegraph,   and 

cable;  state  gross  receipts  on  ex- 

press and  freight-car  companies. 

Arizona 

State  Tte  Com- 

Elected  

3 

6 

General  property  tax  on  railroad. 

mission. 

telegraph,  tekphone,  and  car 
companies;  imxreds  tax  on  min- 
ing companies,  and  state  grosa- 
reodpts  tax  on  express  oom- 
panies. 

Alabama 

do 

Governor. .... 

t 

A 

General  property  tax  on  the  in- 

tangible property  of  steam  and 

electric  railroad,  telegraph,  teie> 

utility  companies. 

Arkansas. 

Arkansas  Tax 

.....  uO ........ 

4 

6 

General  property  tax  on  all  tiublio* 

Commission.. 

frcightxar  oomi>anies;  £roes-re> 
ceipts  tax  on  frei^t-car  com- 
panies; state  capital-stock  tax  on 

West  Virginia 

State  Tax  Com- 
missioner. 

. . . . .do 

t 

6 

Has  no  original  SflnfTPiIni  powers. 

Georxia 

do 

I 

6 

Has  no  original  assessing  powers, 
but  has  power  to  equalise  prop- 

erty as  between  counties  and 

between  classes  of  property  with- 

in a  county. 

Florida 

3 

4 

Centralized  Administration. 

Probably  of  greater  importance  than  any  other  is  the  question 
of  efficient  administration,  and  it  is  generally  conceded  that  this 
is  best  obtained  by  the  creation  of  a  state  board  appointed  for  no 
other  than  tax  administration  purposes  with  personnel  selected  by 
reason  of  known  skill  in  taxation  matters,  endowed  with  plenary 
powers  respecting  the  supervision  and  selection  of  local  assessors 
and  the  equalization  of  property  values,  and  with  full  authority  to 
administer  all  tax  laws  of  the  State.  There  is  no  doubt  that  the 
lack  of  coordination  among  hundreds  of  local  assessors,  each  exer- 
cising individual  judgment  without  responsibility  to  any  central 
authority,    inevitably  results  in   inequality  and   injustice.      The 
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most  Striking  feature  of  the  Southern  and  Southwestern  group 
as  a  whole  is  the  tack  of  centralized  administration.  This  should 
not  be  tmderstood  as  meaning  that  efficient  administration  is 
necessarily  lacking  in  all  of  these  States,  or  that  individuals  acting 
ex  officio  are  incompetent,  but  no  matter  how  competent  an  official, 
if  he  administers  but  part  of  the  law  or  can  give  but  part  of  his 
time  to  such  important  duties,  the  administration  of  the  whole 
system  must  necessarily  lack  efficiency  in  some  degree. 

Another  administrative  feature  in  three  States  of  this  group 
which  seems  to  be  inexpedient  on  the  grounds  of  economy  and 
efficiency  is  the  assessment  of  physical  property  and  franchise  value 
of  the  same  corporation  by  separate  boards.  In  Kentucky  the 
Railroad  Commission  assesses  the  physical  property  of  railroads  and 
the  State  Board  of  Valuation  and  Assessment  assesses  their  fran- 
chise value.  In  Alabama  the  State  Board  of  Assessment  assesses 
certain  physical  property  of  public-service  corporations  and  the 
State  Tax  Commission  assesses  their  franchise  value.  In  Texas 
the  physical  property  of  railroads  is  assessed  by  loo  or  more 
assessors  acting  independently,  the  intangible  property  is  assessed 
by  a  state  board,  the  rolling  stock  is  assessed  by  a  single  coimty 
official,  and  the  distribution  of  rolling-stock  value  is  made  by  a 
state  official,  while  the  state  rate  for  general  taxation  is  deter- 
mined by  a  board  created  for  that  particular  purpose.  Thus,  a 
nimiber  of  boards  and  officials  are  required  to  perform  services 
which  under  a  centralized  administration  would  be  more  effi- 
ciently and  economically  accomplished  by  a  single  board  or  official. 
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Virginia. 

Approximately  30  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  Virginia  was  paid  in  191 2  by  certain  classes  of  cor- 
porations. Taxes  paid  by  other  classes  of  corporations  can  not 
be  estimated. 

Virginia's  constitution  contains  elaborate  provisions  affecting 
taxation.  Transportation  and  transmission  companies  pay  the 
general  property  tax  to  the  State  for  state  purposes  and  locally 
for  local  purposes.  Manufacturing,  mercantile,  and  miscellaneous 
corporations  pay  the  general  property  tax  locally  for  state  and 
local  purposes. 

The  physical  property  of  public-service  and  public-utility  cor- 
porations is  assessed  by  the  State  Corporation  Commission. 
Franchises  are  not  assessed  as  property.  All  other  property  is 
assessed  by  local  assessors. 

In  addition  to  the  general  property  tax  certain  classes  of  cor- 
porations are  required  to  pay  the  following  which  are  in  the  nature 
of  special  taxes  for  state  purposes  only  and  are  variously  denomi- 
nated by  statutes.  •  Every  corporation  doing  business  in  Virginia 
pays  a  charter  tax  or  nominal  registration  fee  based  on  authorized 
capital  stock.  Domestic  manufacturing,  mercantile,  mining,  tele- 
graph, and  certain  telephone  companies  pay  also  to  the  State  the 
capital  stock  or  franchise  tax,  which,  like  the  annual  charter  tax, 
is  based  on  authorized  capital  stock,  and  railroad,  canal,  tele- 
graph, telephone,  steamboat,  water,  heat,  light,  and  power  com- 
panies pay  state  taxes  on  gross  receipts.  Express,  sleeping-car, 
telegraph,  and  certain  telephone  companies  pay  state  taxes  based 
on  miles  of  route  or  line  in  the  State. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately 
as  follows:  General  property  tax  (other  than  that  estimated  as, 
paid  by  corporations),  $2,197,558;  from  certain  corporations 
$1,956,619;  liquor  tax,  $513,406;  inheritance  taxes,  $43,763; 
miscellaneous  receipts,  $1,715,630.  Of  the  $1,956,619  received 
from  corporations,  50  per  cent  was  from  railroad  companies,  14 
per  cent  from  insurance  companies,  9  per  cent  from  financial 
companies,  and  27  per  cent  from  unclassified  companies  and  cor- 
poration fees. 
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West  Virginia, 

Approximately  32  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  West  Virginia  was  paid  in  191 2  by  certain  classes  of 
corporations.  Taxes  paid  by  other  classes  of  corporations  can 
not  be  estimated. 

The  taxation  system  of  West  Virginia  is  characterized  by  the 
payment  directly  into  the  state  treasmy  of  the  general  property 
tax  on  public-service  corporations  for  both  state  and  local  piuposes. 

Operating  property  of  public-service  corporations  is  assessed  by 
the  state  board  of  public  works,  assisted  by  the  state  tax  com- 
missioner.    All  other  taxable  property  is  assessed  by  local  assessors. 

In  addition  to  the  general  property  tax  domestic  corporations 
pay  to  the  State  for  state  purposes  an  annual  capital-stock  or 
license  tax  based  on  authorized  capital  stock,  and  foreign  cor- 
porations, with  certain  exceptions,  pay  a  similar  tax  based  on  the 
proportion  of  capital  stock  represented  by  property  owned  and 
used  in  the  State. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately 
as  follows:  From  certain  corporations,  $665,928;  liquor  tax, 
$634,323;  general  property  tax  (other  than  that  estimated  as  paid 
by  corporations),  $210,495;  inheritance  taxes,  $168,233;  miscella- 
neous receipts,  $407,909.  Of  the  $665,928  received  from  corpora- 
tions, 22  per  cent  was  from  insurance  companies,  7  per  cent  from 
railroad  companies,  and  71  per  cent  from  unclassified  companies. 

North  Carolina. 

Approximately  36  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  North  Carolina  was  paid  in  191 2  by  certain  classes 
of  corporations.  Taxes  paid  by  other  classes  of  corporations  can 
not  be  estimated. 

A  notable  feature  of  the  tax  system  of  North  Carolina  is  the 
taxation  of  corporate  excess  of  domestic  manufacturing,  mercan- 
tile, and  miscellaneous  corporations. 

Transportation,  transmission,  manufacttuing,  mercantile,  and 
miscellaneous  corporations  pay  the  general  property  tax  to  the 
State  for  state  purposes  and  locally  for  local  ptuposes,  except  that 
foreign  manufacttuing,  mercantile,  and  miscellaneous  companies 
pay  the  tax  locally  for  state  and  local  purposes. 

All  property  of  public-service  corporations  and  the  corporate 
excess  of  domestic  manufacttuing,  mercantile,  and  miscellaneous 
corporations  are  assessed  by  the  State  Board-  of  Tax  Commis- 
sioners.    All  other  property  is  assessed  locally. 
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In  addition  to  the  general  property  tax,  corporations  pay  the 
following  taxes  for  state  purposes  only:  Domestic  and  foreign 
corporations,  except  railroad,  telegraph,  telephone,  and  express 
companies,  pay  a  capital-stock  tax;  railroad  companies  pay  a 
mileage  tax  graduated  according  to  gross  earnings  per  mile;  tele- 
graph companies  a  mileage  tax  based  on  pole-line  mileage;  ex- 
press companies  a  mileage  tax  based  on  route  mileage;  and  tele- 
phone companies  a  tax  on  gross  receipts. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately 
as  follows:  General  property  tax  (other  than  that  estimated  as 
paid  by  corporations),  $1,353,305;  from  certain  corporations, 
$970,141;  inheritance  taxes,  $5,265;  miscellaneous  receipts, 
1420,074.  Of  the  $970,141  received  from  corporations,  31  per 
cent  was  from  insurance  companies,  31  per  cent  from  railroad  com- 
panies,* 5  per  cent  from  financial  companies,  8  per  cent  from 
manufacturing  companies,  and  25  per  cent  from  tmclassified  com- 
panies and  corporation  fees. 

South  Carolina. 

Approximately  50  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  South  Carolina  was  paid  in  191 2  by  certain  classes 
of  corporations.  Taxes  paid  by  other  classes  of  corporations  can 
not  be  estimated. 

The  comptroller  general  is  given  extensive  duties  in  the  super- 
vision of  local  tax  matters  in  South  Carolina. 

All  property  of  domestic  and  foreign  corporations  of  the  classes 
herein  treated  is  taxed  under  the  general  property  tax  paid  locally 
for  state  and  local  purposes.  The  State  Board  of  Assessors,  an  ex 
officio  board  composed  of  the  treasurer  of  state,  secretary  of  state, 
comptroller  general,  attorney  general,  and  chairman  of  the  Board 
of  Railroad  Coromissioners,  assesses  the  operating  property  of  rail- 
road, telegraph,  telephone,  express,  and  sleeping-car  companies. 
All  other  property  is  assessed  locally. 

In  addition  to  the  general  property  tax  all  public-service  corpo- 
rations pay  to  the  State  a  gross-receipts  tax,  and  other  corpora- 
tions pay  a  state  tax  which,  with  respect  to  domestic  corporations, 
is  based  on  paid-up  capital  stock,  and  with  respect  to  foreign  cor- 
porations, is  based  on  the  value  of  corporate  property  used  in 
business  in  the  State. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately 
as  follows:  From  certain  corporations,  $1,136,640;  general  prop- 
erty tax  (other  than  that  estimated  as  paid  by  corporations), 
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$1,055,803;  liquor  tax,  $48,568;  miscellaneotis  receipts,  $47,288. 
Of  the  $1,136,640  received  from  corporations,  25  per  cent  was 
from  railroad  companies,  1 6  per  cent  from  insurance  companies, 
13  per  cent  from  financial  companies,  39  per  cent  from  manufac- 
turing companies,  and  7  per  cent  from  tmclassified  companies. 

Georgia. 

Approximately  22  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  Georgia  was  paid  in  191 2  by  certain  classes  of  corpo- 
rations. Taxes  paid  by  other  classes  of  corporations  can  not  be 
estimated. 

Transportation  and  transmission  companies  pay  the  general 
property  tax  to  the  State  for  state  purposes  and  locally  for  local 
purposes.  Manufacturing  and  mercantile  corporations  pay  the 
general  property  tax  locally  for  state  and  local  purposes. 

Public-service  and  public-utility  corporations  are  assessed  by 
the  comptroller  general  on  all  property,  including  franchise.  The 
property  of  other  corporations,  as  well  as  that  of  individuals,  is 
assessed  by  local  assessors. 

In  addition  to  the  general  property  tax,  domestic  corporations 
pay  locally  for  state  purposes,  and  foreign  corporations  pay  to  the 
State  for  state  purposes,  the  capital  stock  or  annual  occupation 
tax  based  on  authorized  capital  stock. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately 
as  follows :  From  certain  corporations,  $1,1 74,697 ;  general  property 
tax  (other  than  that  estimated  as  paid  by  corporations),  $3,119,- 
352;  liquor  tax,  $281,520;  miscellaneous  receipts,  $695,294.  Of 
the  $1,174,697  received  from  corporations,  54  per  cent  was  from 
railroad  companies,  18  per  cent  from  insiu"ance  companies,  16  per 
cent  from  financial  companies,  and  1 2  per  cent  from  tmclassified 
corporations. 

Florida. 

Approximately  22  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  Florida  was  paid  in  19 12  by  certain  classes  of  corpo- 
rations. Taxes  paid  by  other  classes  of  corporations  can  not  be 
estimated. 

Taxation  in  Florida  is  characterized  by  an  elaborate  system  of 
state  licenses.  Transportation,  transmission,  manufactiuing,  and 
mercantile  corporations  are  subject  to  the  general  property  tax, 
collected  locally,  for  both  state  and  local  purposes. 
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The  State  Tax  Commission  is  not  given  the  power  of  original 
assessment.  Steam  and  street  raib-oads,  and  passenger  car  and 
telegraph  companies  are  assessed  by  an  ex  officio  state  board  com- 
posed of  the  state  comptroller,  attorney  general,  and  state  treasurer. 
Other  corporations  are  assessed  by  county  assessors.  In  addition 
to  the  general  property  tax,  annual  license  taxes  are  collected  by 
the  State  from  the  classes  of  corporations  herein  treated.  Half 
of  such  taxes  collected  from  steam  railroad,  telegraph,  and  express 
companies  is  returned  to  the  counties.  All  of  the  license  tax 
collected  from  car  companies  is  retained  by  the  State.  With 
respect  to  other  classes  of  companies  the  State  retains  its  collec- 
tions, but  counties  and  cities  or  towns  may  each  levy  like  taxes 
not  in  excess  of  50  per  cent  of  the  state  license  taxes. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately 
as  follows:  From  certain  corporations,  $528,091 ;  general  property 
tax  (other  than  that  estimated  as  paid  by  corporations),  $1,149,- 
520;  miscellaneous  receipts,  $706,425.  Of  the  $528,091  received 
from  corporations,  50  per  cent  was  from  railroad  companies,  35 
per  cent  from  insiu"ance  companies,  1 2  per  cent  from  corporation 
fees,  and  3  per  cent  from  tmclassified  companies. 

Kentucky. 

Approximately  17  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  Kentucky  was  paid  in  191 2  by  certain  classes  of  cor- 
porations. Taxes  paid  by  other  classes  of  corporations  can  not  be 
estimated. 

All  corporate  property  is  taxed  under  the  general  property  tax 
for  state  and  local  purposes. 

The  tangible  property  of  railroad  companies  is  assessed  by  the 
railroad  commission,  and  the  tangible  property  of  all  other  classes 
of  corporations  by  the  local  assessor.  The  intangible  property  of 
raihoad,  telegraph,  telephone,  express,  car,  street  railway,  light, 
water,  ferry,  and  similar  corporations  is  assessed  by  the  State 
Board  of  Valuation  and  Assessment. 

Manufacturing,  mercantile,  and  miscellaneous  corporations, 
domestic  and  foreign,  pay  the  State  supplemental  taxes,  either  in 
the  form  of  a  license  for  a  particular  business  or  a  capital-stock 
tax,  based  on  the  proportion  of  authorized  capital  stock  repre- 
sented by  property  owned  and  business  transacted  in  the  State. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately 
as  follows:   General   property   tax    (other   than   that   paid    by 
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certain  corporations),  $4,087,378;  from  certain  corporations, 
$1 ,079,270;  liquor  tax,  $567,209;  inheritance  taxes,  $101,577;  mis- 
cellaneous receipts,  $371,568.  Of  the  $1,079,270  received  from 
corporations,  34  per  cent  was  from  insurance  companies,  31  per 
cent  from  railroad  companies,  1 4  per  cent  from  financial  companies, 
13  per  cent  from  corporation  fees,  and  8  per  cent  from  unclassified 
companies. 

■ 

Tennessee. 

Approximately  28  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  Tennessee  was  paid  in  191 2  by  certain  classes  of 
corporations.  Taxes  paid  by  other  classes  of  corporations  can  not 
be  estimated. 

Manufacturing,  mercantile,  transportation,  and  transmission 
corporations,  except  sleeping-car  companies,  pay  the  general  prop- 
erty tax  for  state  and  local  purposes. 

In  the  case  of  steam  and  electric  railroads  and  telegraph  and  tele- 
phone companies,  the  tax  for  state  purposes  is  paid  directly  to  the 
State  and  locally  for  local  purposes.  In  the  case  of  all  other  tax- 
able corporations  the  tax  is  paid  locally  for  state  and  local  purposes. 

All  property  of  steam  and  electric  railroads  and  freight-car  com- 
panies and  the  distributable  property  of  telegraph  and  telephone 
companies  is  assessed  by  the  railroad  commission  acting  as  a  Board 
of  State  Tax  Assessors.  Other  taxable  property  is  assessed  by 
local  assessors. 

Sleeping-car  companies  pay  an  annual  state  privilege  tax  of  a 
fixed  amount,  but  their  cars  are  not  assessed  under  the  general 
property  tax.  All  corporations  of  the  classes  herein  treated  pay 
an  annual  tax,  graduated  according  to  the  amount  of  capital  stock, 
and  telegraph  and  express  companies  pay  also  annual  state  privi- 
lege taxes  graduated  according  to  miles  of  wire  or  route,  and  tele- 
phone companies  a  similar  tax  on  each  instrument. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately 
as  follows:  From  general  property  (other  than  that  paid  by 
certain  corporations),  $1,713,122;  from  certain  corporations, 
$1,050,155;  inheritance  taxes,  $164,962;  liquor  licenses,  $344,546; 
miscellaneous  receipts,  $479,550.  Of  the  $1 ,050,1 55  received  from 
corporations,  32  per  cent  was  from  railroad  companies,  48  percent 
from  insurance  companies,  i  per  cent  from  financial  companies, 
and  19  per  cent  from  unclassified  companies  and  corporation  fees. 
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Alabama. 

Approximately  31  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  Alabama  was  paid  in  191 2  by  certain  classes  of  cor- 
porations. Taxes  paid  by  other  classes  of  corporations  can  not 
be  estimated. 

All  corporations  of  the  classes  herein  treated,  except  car  com- 
panies, pay  the  general  property  tax  locally  for  state  and  local 
pmposes.  Certain  operating  property  of  railroad,  telegraph,  and 
telephone  companies  is  assessed  by  the  State  Board  of  Assessment 
and  "franchise,**  or  intangible  property,  of  those  companies,  as 
well  as  that  of  public-utiUty  corporations,  is  assessed  by  the  State 
Tax  Commission.  All  other  property  is  assessed  by  county  asses- 
sors. In  addition  to  the  general  property  tax,  domestic  corpora- 
tions, except  telegraph,  telephone,  express,  and  car  companies  pay 
locally,  for  state  pmposes,  a  franchise  or  license  tax  based  on  paid- 
up  capital  stock,  and  foreign  corporations,  with  certain  exceptions, 
pay  a  similar  tax  based  on  capital  employed  in  the  State.  Tele- 
graph and  telephone  companies  pay  a  state  license  or  privilege  tax 
based  on  line  mileage  in  the  State,  express  companies  pay  a  state 
license  or  privilege  tax  based  on  route  mileage,  and  sleeping-car 
companies  pay  a  Itunp-sum  franchise  or  privilege  tax  in  commuta- 
tion of  all  other  taxes. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately  as 
follows :  General  property  tax  (other  than  that  estimated  as  paid 
by  corporations),  $2,487,820;  from  certain  corporations,  $1,404,- 
692;  liquor  tax,  $127,717;  miscellaneous  receipts,  $510,140.  Of 
the  $1,404,692  received  from  corporations,  46  per  cent  was  from 
railroad  companies,  18  per  cent  from  insurance  companies,  7  per 
cent  from  financial  companies,  and  29  per  cent  from  imclassified 
companies  and  corporation  fees. 

Mississippi. 

Approximately  19  per  cent  of  the  state,  as  distinguished  from 
local,' taxes  in  Mississippi  was  paid  in  191 2  by  certain  classes  of 
corporations.  Taxes  paid  by  other  classes  of  corporations  can  not 
be  estimated. 

The  revenue  laws  of  Mississippi  are  distinguished  by  an  elabo- 
rate system  of  privilege  taxes  for  state  purposes. 

Domestic  and  foreign  corporations,  except  freight-car  companies, 
pay  the  general  property  tax  locally  for  state  and  local  purposes. 
The  property  of  railroad,  express,  sleeping-car,  telegraph,  and  tele- 
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phone  compaiiies  used  in  their  business  is  assessed  by  the  raik-oad 
commission;  all  other  property  is  assessed  locally. 

State  privilege  taxes  of  various  kinds  are  imposed  on  practically 
all  classes  of  corporations  which,  except  as  applied  to  freight-car 
companies,  pay  in  addition  a  general  property  tax. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately  as 
follows:  General  property  tax  (other  than  that  paid  by  certain 
corporations),  $2,027,660;  from  certain  corporations,  $583,809; 
miscellaneous  receipts,  $508,677.  Of  the  $583,809  received  from 
corporations,  61  per  cent  was  from  railroad  companies,  31  per 
cent  from  insurance  companies,  and  8  per  cent  from  unclassified 
companies  and  corporation  fees. 

Arkansas* 

Approximately  30  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  Arkansas  was  paid  in  191 2  by  certain  classes  of  cor- 
porations. Taxes  paid  by  other  classes  of  corporations  can  not 
be  estimated. 

Domestic  and  foreign  manufacttuing,  mercantile,  transmission, 
and  transportation  corporations,  except  freight-car  companies,  are 
subject  to  the  general  property  tax  collected  locally  for  state  and 
local  purposes.  Property  used  in  operation,  including  franchises 
of  raikoad,  telegraph,  telephone,  express,  sleeping-car,  pipe  line, 
and  public-utility  companies,  is  assessed  by  the  State  Tax  Com- 
mission. All  other  taxable  property  is  assessed  by  county  as- 
sessors. 

In  addition  to  the  general  property  tax,  all  corporations  of  the 
classes  herein  treated  are  subject  to  a  capital-stock  or  annual  fran- 
chise tax,  which  in  legal  theory  is  levied  on  the  right  to  be  or 
exist  as  a  corporation,  and  freight-car  companies  pay  also  a  state 
tax  based  on  intrastate  gross  receipts. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately 
as  follows:  General  property  tax  (other  than  that  estimated 
as  paid  by  corporations) ,  $1,846,332;  from  certain  corporations, 
$856,058;  liquor  tax,  $87,134;  inheritance  taxes,  $23,664;  miscel- 
laneous receipts,  $25,974.  Of  the  $856,058  received  from  cor- 
porations, 66  per  cent  was  from  railroad  companies,  10  per  cent  from 
insurance  companies,  6  per  cent  from  financial  companies-,  4  per 
cent  from  corporation  fees,  and  14  per  cent  from  tmclassified 
corporations. 
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Approximately  17  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  Louisiana  was  paid  in  191 2  by  certain  classes  of 
corporations.  Taxes  paid  by  other  classes  of  corporations  can  not 
be  estimated. 

The  taxation  laws  of  Louisiana  are  characterized  by  an  elab- 
orate system  of  state  licenses. 

Transportation,  transmission,  manufactming,  and  mercantile 
corporations  pay  the  general  property  tax  locally  for  state  and 
local  purposes.  The  operating  property  of  railroads,  telegraph, 
telephone,  sleeping-car,  and  express  companies  is  assessed  by  the 
State  Board  of  Appraisers.  All  other  taxable  property  is  assessed 
by  local  assessors. 

In  addition  to  the  general  property  tax,  all  corporations  of  the 
classes  herein  treated,  except  railroads,  sleeping-car,  and  certain 
manufacturing  companies  pay  to  the  State  for  state  purposes 
annual  license  taxes  based  upon  gross  receipts.  Similar  taxes  not 
exceeding  those  for  state  purposes  may  also  be  imposed  for  local 
purposes. 

The  State's  share  of  taxes  collected  in  191 2  was  approximately 
as  follows :  From  general  property  tax  (other  than  that  estimated 
as  paid  by  corporations),  $2,192,490;  from  certain  corpora- 
tions, $712,104;  inheritance  taxes,  $207,004;  miscellaneous  re- 
ceipts, $970,603.  Of  the  $712,104  received  from  corporations, 
43  per  cent  was  from  railroad  companies,  1 7  per  cent  from  finan- 
cial companies,  and  40  per  cent  from  tmclassified  companies  and 
corporation  fees. 

Oklahoma. 

Approximately  42  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  Oklahoma  was  paid  in  191 2  by  certain  classes  of 
corporations.  Taxes  paid  by  other  classes  of  corporations  can  not 
be  estimated. 

The  constitution  of  Oklahoma,  adopted  in  1907,  provides  spe- 
cifically for  its  system  of  taxation. 

Transportation,  transmission,  manufacturing,  and  mercantile 
corporations  pay  locally  the  general  property  tax  for  state  and 
local  purposes. 

Property  of  public-service  and  public-utility  corporations  is 
assessed  by  the  State  Board  of  Equalization.  All  other  property 
is  assessed  by  county  assessors. 
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In  addition  to  the  general  property  tax,  telephone,  pipe-Kne, 
electric  light,  gas,  heat,  waterworks,  and  power  companies,  oper- 
ating wholly  within  the  State,  pay  to  the  State  for  state  purposes 
a  tax  based  on  gross  receipts.  Oil,  natural  gas,  and  mining  cor- 
porations pay  a  state  tax  on  the  gross  value  of  their  product,  less 
royalties  paid  to  Indians,  and  mercantile  and  manufacturing  com- 
panies pay  thet  annual  state  corporation  license  tax  based  on 
capital  stock. 

The  State's  share  of  taxes  collected  in  19 12  was  approximately 
as  follows:  General  property  tax  (other  than  that  estimated 
as  paid  by  corporations),  $1,561,856;  from  certain  corpora- 
tions, $1,181,409;  inheritance  taxes,  $4,873;  miscellaneous  re- 
ceipts, $55,572.  Of  the  $1,181,409  received  from  corporations,  37 
per  cent  was  from  railroad  companies,  19  per  cent  from  insurance 
companies,  6  per  cent  from  corporation  fees,  and  38  per  cent  from 
imclassified  corporations. 

.Texas. 

Approximately  26  per  cent  of  the  state,  as  distinguished  from 
local,  taxes  in  Texas  was  paid  in  191 2  by  certain  classes  of  cor- 
porations. Taxes  paid  by  other  classes  of  corporations  can  not 
be  estimated. 

Transportation,  transmission,  mercantile,  and  manufacturing 
companies  pay  locally  the  general  property  tax  for  state  and  local 
purposes. 

The  intangible  assets,  or  corporate  excess,  of  steam  railroad  com- 
panies are  assessed  by  the  State  Tax  Board.  All  other  corporate 
property  is  assessed  locally  for  state  and  county  taxes.  In  addi- 
tion to  the  general  property  tax,  all  corporations,  domestic  and 
foreign,  except  express,  car,  and  certain  street  railway  companies, 
which  pay  occupation  taxes  based  on  gross  receipts,  pay  to  the 
State  for  state  purposes  graduated  taxes  based  on  the  amount  of 
authorized  capital  stock,  or  issued  and  outstanding  capital  stock 
and  surplus. 

Many  other  classes  of  corporations,  including  telegraph  and  tele- 
phone companies,  pay  also  occupation  taxes  based  on  gross  receipts 
or  of  fixed  amotmts. 

Car  companies  pay  no  general  property  taxes  but  are  taxed  by 
special  methods  and  for  state  ptuposes  only. 

The  State's  share  of  taxes  collected  in  19 12  was  approximately 
as  follows:  General  property  tax  (other  than  that  estimated  as 
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paid  by  corporations),  $5,962,081;  from  certain  corporations, 
$2,766,972;  liquor  tax,  $862,031;  inheritance  taxes,  $47,579;  mis- 
cellaneous receipts,  $1,060,723.  Of  the  $2,766,972  received  from 
corporations,  39  per  cent  was  from  railroad  companies,  15  per 
cent  from  insurance  companies,  10  per  cent  from  financial  com- 
panies, 5  per  cent  from  telephone  and  telegraph  companies,  6  per 
cent  from  corporation  fees,  and  25  per  cent  from  imclassified  cor- 
porations. 


VIRGINIA. 

I.  GENEfLAL  VIEW. 
Chief  Features. 

First.  The  application  of  the  general  property  tax  to  nearly  all 
classes  of  property. 

Second.  Supplemental  taxation  of  corporations  for  state  pur- 
poses. 

Third.  Assessment  of  the  property  of  pubUc-service  and  public- 
utility  corporations  by  a  state  central  board. 

Foiuth.  Detailed  provisions  in  the  constitution  concerning  taxa- 
tion, especially  of  corporations. 

General  Property  Tax. 

Domestic  and  foreign  corporations,  except  car  companies,  pay 
the  general  property  tax  for  state  and  local  purposes.  The  state 
general  property  tax  on  public-service  and  public-utiUty  corpora- 
tions is  paid  directly  into  the  state  treasmy,  while  the  local  taxes 
on  such  companies  as  well  as  the  state  and  local  general  property 
taxes  on  other  corporations  are  collected  locally. 

Public-service  or  public-utility  corporations  are  assessed  by  the 
State  Corporation  Commission.  Other  corporations  are  assessed 
locally. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  the  following  special 
taxes  are  imposed  for  state  purposes  only :  A  charter  tax  or  nom- 
inal registration  fee  based  on  authorized  capital  stock  is  payable 
annually  to  the  State  by  domestic  corporations  and  every  foreign 
corporation  doing  business  in  Virginia.  Domestic  manufacturing, 
mercantile,  mining,  telegraph,  and  telephone  companies  (except 
telephone  companies  with  a  capital  stock  of  $5,000,  or  less)  also 
pay  to  the  State  the  capital  stock  or  franchise  tax,  which,  like  the 
annual  charter  tax,  is  based  on  authorized  capital  stock,  and  rail- 
road, canal,  telegraph,  telephone,  steamboat,  water,  heat,  light, 
and  power  companies  pay  state  taxes  on  gross  receipts.  Express, 
sleeping  car,  telegraph,  and  certain  telephone  companies  pay  state 
taxes  based  on  miles  of  route  or  line  in  the  State. 
40 
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Stockholders  and  Bondholders. 

Shares  of  stock  of  domestic  corporations,  of  foreign  railway, 
canal  and  public-utility  corporations,  and  of  foreign  manufacturing, 
mining  and  mercantile  corporations  whose  capital  is  taxed  in  the 
State,  are  not  taxed  in  the  hands  of  holders.  With  these  excep- 
tions, the  shares  of  foreign  corporations  as  well  as  the  bonds  of 
domestic  and  foreign  corporations  are  taxable  to  holders. 

Foreign  Corporations. 

Foreign  corporations,  of  the  classes  herein  considered,  are  taxed 
in  practically  the  same  manner  as  similar  classes  of  domestic  cor- 
porations. Foreign  corporations,  however,  are  not  required  to 
pay  the  capital  stock  or  general  franchise  tax  which  is  imposed  on 
certain  domestic  corporations. 

Administration. 

The  State  Con»ra.i™>  Conunission,  consistinj  of  three  members 
appointed  by  the  governor,  and  confirmed  by  the  legislature,  for 
terms  of  six  years,  assesses  the  property  of  public-service  or  public- 
utility  corporations,  the  annual  charter  tax  or  state  registration 
fee,  the  capital-stock  or  annual  state  franchise  tax,  and  the  gross- 
receipts  and  mileage  taxes,  treated  herein.  It  also  has  authority 
to  appoint  special  assessors  for  the  purpose  of  assisting  local  com- 
missioners of  revenue  m  the  assessment  of  mmeral  lands  and 
minmg  property.  A  certified  copy  of  the  assessment  of  real  and 
personal  property,  and  of  pubhc-service  or  public-utility  com- 
panies, as  made  by  the  commission,  is  furnished  to  the  local 
oflScers,  who  verify  such  assessments  *  and  levy  the  local  taxes 
thereon.  Appeals  from  assessments  of  the  commission  lie  to  the 
coiuls.^  From  the  assessments  of  lands  by  local  officials  appeals 
lie  to  the  circuit  court, «  and  from  their  assessments  of  personal 
property  appeals  lie  to  a  board  of  arbitration.  One  member  of 
such  board  is  chosen  by  the  local  revenue  commissioner  and  another 
by  the  complainant,  and  their  decision,  or  that  of  an  umpire  chosen 
by  them,  is  final.  ^ 

The  state  auditor  of  public  accounts  furnishes  assessment  blanks 
for  use  of  local  commissioners  of  revenue  and  assessors  and  has 

A  Laws  1906,  chap.  121. 

b  Constittition,  Art.  XIII,  sec.  180:  Ccxle,  p.  a305»  sec.  a8;  Code,  sec.  567;  Laws 
1908,  chap.  165;  Laws  19x0,  chap.  61. 
^  Code,  sec.  444. 
^  Code,  sec.  496. 
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general  authority  to  supervise  the  enforcement  of  the  revenue  laws 
as  administered  by  local  officers. 

In  addition  to  assessing  mineral  lands  and  mining  property  the 
local  revenue  commissioners  assess  personal  property  annually. 

Special  state  taxes  payable  by  the  classes  of  corporations  treated 
herein  (except  the  tax  based  on  annual  purchases) ,  and  the  state 
general  property  tax  on  public-service  or  public-utility  corpo- 
rations, are  paid  to  the  state  treasurer.  Other  general  property 
taxes  are  paid  to  the  county  or  city  treasurers,  as  is  also  the  state 
tax  based  on  annual  purchases  which  is  payable  by  mercantile 
companies.* 

n,  DETAILS  AS  TO  TflE  CONSTITUTION  AND  STATUTES. 

Constitution.* 

"  Every  law  imposing,  continuing  or  reviving  a  tax  shall  spedfi- 
cally  state  such  tax.*' « 

"The  general  assembly  shall  not  enact  any  local,  special,  or 
private  law  *  *  *  (a)  for  the  assessment  and  collection  of 
taxes  *  *  *  J  (ft)  extending  the  time  for  the  assessment  for  col- 
lection of  taxes ;  (c)  exempting  property  from  taxation ;    *    *    *  "  ** 

««♦  *  *  No  private  corporation,  association,  or  individual 
shall  be  specially  exempted  from  the  operation  of  any  general 
law,  nor  shall  its  operation  be  suspended  for  the  benefit  of  any 
private  corporation,  association,  or  individual.'*  * 

Provision  is  made  for  the  election,  for  a  term  of  four  years,  of 

commissioners  of  revenue  for  counties  and  cities.' 

■ * 

fl  Sotirces  of  revenue  in  Virginia: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  poll  tax;  (c)  charges 
by  some  municipalities  for  use  of  streets  against  certain  public-utility  corporations; 
(d)  fines,  fees,  etc. 

Coimty. — (a)  General  property  tax;  (6)  poll  tax;  (c)  dog  tax;  (d)  fines,  fees,  etc. 

State. — (a)  General  property  tax;  (6)  poll  tax;  (c)  inheritance  tax;  (d)  corporation 
tax;  (e)  income  tax;  (J)  business  tax  and  licenses;  (g)  fines,  fees,  etc. 

b  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  the  State,  as 
contained  in  Vol.  I  of  Pollard's  Virginia  Code,  1904. 

c  Constitution,  Art.  IV,  sec.  50. 

<*  Ibid.,  sec.  63,  pars.  5,  6,  7. 

«  Ibid.,  sec.  64,  par.  2. 

Cities  and  towns  are  only  local  agencies  of  the  State,  and  have  only  such  powers  as 
are  given  them  by  statute,  and  the  power  to  tax  docs  not  give  them  the  power  to 
exempt  from  taxation.    Whiting  and  others  v.  West  Point,  88  Va.,  905  (1892). 

/  Constitution,  Art.  VII,  sec.  no,  as  amended  1910;  Art.  VIII,  sec.  1x9,  as  amended 
1912. 
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"  In  cities  and  towns  the  assessment  of  real  estate  and  personal 
property  for  the  purpose  of  municipal  taxation,  shall  be  the  same  as 
the  assessment  thereof  for  the  pmpose  of  state  taxation,  whenever 
there  shall  be  a  state  assessment  of  such  property."  « 

The  constitution  provides  *  for  the  appointment  by  the  governor, 
subject  to  confirmation  by  the  general  assembly,  of  a  State  Corpo- 
ration Commission  of  three  members,  for  terms  of  six  years,  and 
that  this  commission  may  be  charged  by  law  with  the  duty  of  the 
assessment  of  the  property  of  corporations  and  the  appraisement 
of  their  franchises  for  taxation,  and  with  the  investigation  of  the 
subject  of  taxation  generally. 

' '  The  commission  shall  make  atmual  reports  to  the  governor  of  its 
proceedings,  in  which  reports  it  shall  recommend  from  time  to  time 
*  *  *  legislation  in  reference  to  *  *  *  the  subject  of 
taxation.". 

Provision  shall  be  made  in  the  law  for  the  following  payments  to 
the  State  by  corporations:^ 

(i)  Fees  by  domestic  corporations  for  the  granting,  amendment, 
or  extension  of  charters ; 

(2)  Fees  by  foreign  corporations  for  licenses  to  do  business  in  the 
State; 

(3)  Annual  registration  fees  of  not  less  than  $5  nor  more  than 
$25  by  every  domestic  corporation,  and  by  every  foreign  corpora- 
tion doing  business  in  the  State,  except  by  a  purely  charitable 
institution. 

The  failure  by  any  corporation  for  two  successive  years  to  pay 
its  annual  registration  fee,  or  to  make  its  annual  reports,  shall,  in 
ninety  days  after  the  expiration  of  the  two  years,  operate  as  a 
revocation  of  the  charter  of  a  domestic  corporation  or  of  a  license  of 
a  foreign  corporation. 

"Every  corporation  heretofore  chartered  in  this  State,  which 
shall  hereafter  accept,  or  effect,  any  amendment  or  extension  of  its 
charter,  shall  be  conclusively  presumed  to  have  thereby  surrendered 
every  exemption  from  taxation,  and  every  nonrepealable  feature 
of  its  charter. "'' 

"All  property,  except  as  hereinafter  provided,  shall  be  taxed; 
all  taxes,  whether  state,  local,  or  municipal  shall  be  uniform  upon 
the  same  class  of  subjects,  within  the  territorial  limits  of  the 

o  Constitution,  Art.  VIII,  sec.  128.  c  Ibid.,  Art.  XII,  sec.  157. 

ft  Ibid.,  Art.  XII,  sees.  155,  156.  d  Ibid.,  Art.  XII,  sec.  158. 
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authority  levying  the  tax,  and  shall  be  levied  and  collected  under 
general  laws/'* 

Except  as  otherwise  provided,  all  assessments  of  real  estate  and 
tangible  personal  property  shall  be  at  their  fair  market  value,  to  be 
ascertained  as  prescribed  by  law.  The  general  assembly  may 
allow  a  lower  rate  of  taxation  to  be  imposed  for  a  period  of  years 
by  a  city  or  town  upon  land  added  to  its  corporate  limits  than  is 
imposed  on  similar  property  within  its  limits  at  the  time  such  land 
is  added.  Nothing  in  this  constitution  shall  prevent  the  general 
assembly,  after  January  i,  191 3,  from  segregating,  for  the  ptupose 
of  taxation,  the  several  kinds  or  classes  of  property,  so  as  to  specify 
and  determine  upon  what  subjects  state  taxes,  and  upon  what 
subjects  local  taxes,  may  be  levied.* 

The  general  assembly  may  levy :  ^ 

(i)  A  tax  on  incomes  in  excess  of  $600  per  annum;  ^  ' 

(2)  A  license  tax  upon  any  business  which  can  not  be  reached 
by  the  ad  valorem  system ; 

(3)  A  state  franchise  tax. 

In  imposing  a  franchise  tax  the  general  assembly  may  .make 
the  same  in  lieu  of  taxes  upon  other  property,  in  whole  or  in  part, 
of  a  transportation,  industrial,  or  commercial  corporation. 

Whenever  a  franchise  tax  shall  be  imposed  upon  a  corporation 
doing  business  in  the  State,  or  whenever  all  the  capital,  however 

o  Confltitution,  Art.  Xlll,  sec.  168. 

Uniform  taxation  requires  uniformity  not  only  in  the  rate  of  taxation,  and  in  the 
mode  of  assessment  upon  the  taxable  valuation,  but  that  uniformity  must  be  coex- 
tensive with  the  territory  to  which  it  applies.  If  a  state  tax  is  imposed  it  must  be 
uniform  over  the  whole  State;  if  by  a  county,  city,  or  town  or  other  subordinate 
district,  the  tax  must  be  luiiform  throughout  the  territory  to  which  it  is  applicable. 
Day  V.  Roberts,  loi  Va.,  248  (1903).  This  case  construes  a  similar  clause  in  the 
constitution  of  1869. 

The  legislatture  has  no  power  to  exempt  taxable  persons  and  property  in  a  town 
situated  within  the  limits  of  a  county,  forming  a  part  thereof,  from  county  levies,  as 
section  168  of  the  constitution  expressly  provides  that  all  taxes  shall  be  uniform  upon 
the  same  class  of  subjects  within  the  territorial  limits  of  the  authority  levying  the 
tax,  and  this  tmiformity  extends  not  only  to  the  rate  and  mode  of  assessment,  but  also 
to  the  territory  to  be  assessed.    Campbell  v.  Bryant,  104  Va.,  509  (1905). 

The  mandate  of  the  constitution  is  that  all  property  shall  be  taxed,  save  that  exempt 
by  constitutions^!  authority,  and  that  all  taxes,  whether  state,  local,  or  mtmicipal, 
shall  be  uniform  upon  the  same  class  of  subjects  within  the  territorial  limits  of  the 
authority  levying  the  tax.  That  this  mandate  has  been  disregarded  in  the  past  is  no 
reason  why  it  should  continue  to  be  disobeyed.  City  of  Norfolk  v.  Perry  Co.  and 
Another,  xo8  Va.,  28  (1908). 

&  Constitution,  Art.  XIII,  sec.  169. 

«  Ibid.,  Art.  XIII,  sec.  170. 

^  No  tax  shall  be  laid  upon  the  net  income  of  railway  and  canal  corporations.  Con- 
stitution, Art.  XIII,  sec.  176. 
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invested,  of  a  domestic  corporation  shall  be  taxed,  the  shares  of 
stock  of  such  corporation  shall  not  be  further  taxed. 

"The  general  assembly  shall  provide  for  a  reassessment  of  real 
estate,  in  the  year  1905,  and  every  fifth  year  thereafter,  except 
that  of  railway  and  canal  corporations,  which,  after  January  the 
first,  191 3,  may  be  assessed  as  the  general  assembly  may  provide."  * 

"The  general  assembly  shall  provide  for  the  special  and  sepa- 
rate assessment  of  all  coal  and  other  mineral  land;  biit  imtil  such 
special  assessment  is  made,  such  lands  shall  be  assessed  under 
existing  laws."  ^ 

The  State  Corporation  Commission  shall  annually  assess,  in  the 
manner  required  of  the  Board  of  Public  Works  by  the  law  in  force 
January  i,  1902,  the  value  of  the  roadbed,  and  other  real  estate, 
rolling  stock,  and  all  other  personal  property  whatsoever  ^  in 
Virginia,  of  each  railway  corporation  whatever  its  motive  power, 
that  is  liable  to  taxation  upon  such  property ;  the  canal  bed  and 
other  real  estate,  the  boats  and  all  other  personal  property  what- 
soever«  in  the  State,  of  each  canal  corporation  empowered  to 
conduct  transportation;  and  such  property  shall  be  taxed  for 
state,  county,  city,  town  and  district  purposes,  in  the  same  man- 
ner as  authorized  by  said  law,  at  such  rates  of  taxation  as  may  be- 
imposed  by  them  respectively,  from  time  to  time,  upon  the  real 
estate  and  personal  property  of  natural  persons;  provided,  that 
no  tax  shall  be  laid  upon  the  net  income  of  such  corporations.^ 

Such  railway  or  canal  corporation,  including  also  such  as  is 
exempt  from  taxation  as  to  its  works,  visible  property,  or  profits, 
shall  also  pay  an  annual  state  franchise  tax,  for  the  privilege  of 
exercising  its  franchises  in  the  State.  This  franchise  tax,  together 
with  the  taxes  provided  for  in  the  paragraph  above,  shall  be  in 
lieu  of  all  other  taxes  or  license  charges  upon  the  franchises  of  such 
corporation,  its  shares  of  stock,  and  its  property,  except  that  such 
corporation  shall  not  be  exempt :  (a)  from  the  aimual  registration 
fee,*  or  (b)  from  assessments  for  street  and  other  local  improve- 
ments, or  (c)  from  compensation  that  may  be  required  by  mimici- 
palities,  for  the  use  of  streets  or  alleys.  ^ 

^  Ccmstitutian,  Art.  XIII,  sec.  171. 
^  Ibid.,  Art.  XIII,  sec.  172. 

<^  Except  its  franchise  and  the  nontaxable  shares  of  stock  issued  by  other  corpora- 
tions. 
^  Constitution,  Art.  XIII,  sec.  176. 
^  Required  by  constitution.  Art.  XII,  sec.  157. 
/Ibid.,  sec.  177. 
86398^—15 5 
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The  amount  of  the  franchise  tax  payable  annually  by  such  rail- 
way or  canal  corporation*  shall  be  i  per  cent  of  the  gross  trans- 
portation receipts  of  such  company  in  each  year  ending  June  30. 
When  the  road  or  canal  of  the  corporation  lies  partly  within  and 
partly  without  the  State  the  taxable  transportation  receipts  shall 
be  ascertained  by  multiplying  the  average  gross  transportation 
receipts  per  mile  over  its  whole  extent  by  the  number  of  miles 
operated  within  the  State,  with  reasonable  deduction  because  of 
any  excess  of  value  of  the  terminal  facilities  or  other  similar  ad- 
vantages in  other  States  over  similar  facilities  or  advantages  in 
Virginia.  ^ 

Each  railroad  and  canal  corporation  operating  in  the  State  shall 
make  annual  reports  to  the  State  Corporation  Commission  show- 
ing the  taxable  property  in  Virginia  belonging  to  the  corporation 
on  June  30,  preceding,  and  showing  also  its  total  gross  transpor- 
tation receipts  for  the  year  ending  June  30.  Thereupon  the  state 
corporation  commission  shall  assess  the  taxable  property  of  the 
corporation  and  ascertain  the  amount  of  the  franchise  tax  and 
other  state  taxes  chargeable  against  it.  The  taxes  owing  by  said 
corporations  are  payable  on  or  before  December  i  foUowmg.^ 
•  Any  corporation  aggrieved  by  the  above-mentioned  assessment  ^ 
may  apply  for  relief  to  the  circuit  court  of  the  city  of  Richmond. 
The  court,  if  of  opinion  that  the  assessment  is  excessive,  shall 
reduce  the  same;  but,  if  of  opinion  that  it  is  insufficient,  shall 
increase  the  same.* 

The  above-described  system  of  taxation  as  to  railroad  and  canal 
corporations^  shall  remain  until  January  i,  19 13,  and  there- 
after until  modified  or  changed,  as  may  be  prescribed  by  law. 
If,  however,  the  said  system  becomes  inoperative,  the  general 
assembly  shall  have  power  to  adopt  some  other  system.*' 

The  property  of  public,  religious,  charitable,  cemetery,  educa- 
tional, and  similar  corporations  is  exempt  from  taxation,  but 
with  the  exception  of  public  property  and  certain  state  bonds,  the 
general  assembly  may  enact  laws  taxing  such  property.* 

"No  other  or  greater  amoimt  of  tax  or  revenue  shall,  at  any 
time,  be  levied  than  may  be  required  for  the  necessary  expenses 
of  the  government,  or  to  pay  the  indebtedness  of  the  State."* 

a  Required  by  Constitution,  sees.  176,  177.  /  Ibid.,  Art.  XIII,  sees.  176-180. 

&  Constitution,  Art.  XIII,  sec.  178.  g  Ibid.,  Art.  XIII,  sec.  181. 

c  Ibid.,  Art.  XIII,  sec.  179.  A  Ibid.,  Art.  XIII,  sec.  183. 

^  Ibid.,  Art.  XIII,  sees.  176,  178.  <  Ibid.,  sec.  188. 
«  Ibid.,  Art.  XIII,  sec.  180. 
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Statutes." 
General  Property  Tax. 

Domestic  and  foreign  corporations  of  the  classes  herein  treated, 
except  car  companies,  ^  are  subject  to  the  general  property  tax  on 
all  property  exclusive  of  franchise.  ^  Mercantile  companies  pay,  in 
lieu  of  the  state  general  property  tax,  a  license  tax  based  on  annual 
purchases.''  The  constitution  requires  the  assessment  of  real  and 
tangible  personal  property  at  its  "fair  market  value,'*  except  as 
otherwise  provided.^  In  practice,  however,  property  is  assessed 
at  an  average  of  about  one- third  of  its  true  value.  ^ 

The  code  defines  the  word  *'real  estate"  as  including  lands, 
tenements,  and  hereditaments,  and  all  rights  thereto  and  interests 
therein,  other  than  a  chattel  interest.^  For  purposes  of  taxation 
it  also  divides  personal  property  into  tangible  and  intangible  and 
each  of  these  is  subdivided  into  a  number  of  classes.*  As  applied 
to  manufacturing,  mining,  and  mercantile  companies,  the  term 
"capital "  is  by  statute  defined  so  as  to  include  moneys  and  credits 
actively  used  in  carrying  on  the  trade  or  business;  materials,  goods, 
wares  and  merchandise  on  hand,  and  all  solvent  bonds,  demands, 
and  claims  made  and  contracted  in  the  business  during  the  pre- 
ceding year.* 

The  property  of  public-service  or  public-utility  corporations 
is  assessed  annually  by  the  State  Corporation  Commission.  All 
other  property  is  assessed  locally.  Real  estate  and  improvements, 
except  mineral  lands  and  that  belonging  to  public-service  or  pub- 
lic-utility corporations,  is  assessed  every  five  years  by  assessors 
appointed  by  the  coiui:,^  and  personal  property  is  assessed  annu- 
ally by  the  coimty  and  city  commissioners  of  revenue.* 

Real  estate,  with  certain  exceptions,  is  assessed  where  situated. ' 
Personal  property,  with  certain  exceptions,  is  assessed  at  the  resi- 

^  Except  as  otherwise  indicated,  tlie  references  herein  are  to  Pollard's  Virginia  Code, 

1904. 

b  Laws  1908,  chap.  219. 

c  Code,  sees.  456,  487. 

^  Constitution,  p.  2220,  sec.  46. 

<  Ibid.,  Art.  XIII,  sec.  169. 

/  Interview  with  state  tax  officials,  October,  19 14. 

0  Code,  sec.  5. 

A  Code,  pp.  2191  et  seq.,  as  amended.  Laws  1908,  chap.  213;  Laws  1910,  chap.  314; 
and  Laws  1914,  chap.  4. 

*  Code,  p.  2221,  as  amended.  Laws  1914,  chap.  280;  Code,  p.  2 191,  as  amended, 
Laws  1908,  chap.  213.    Bridgewater  Mfg.  Co.  v,  Funkhouser,  115  Va.,  476  (1913). 

i  Code,  sec.  437,  as  amended,  Lows  19x0,  chap.  69. 

t  Ibid.,  sees.  455  et  seq.,  491,  492. 

1  Ibid.,  sees.  476, 477. 
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dence  of  its  owner.  Ordinarily  the  situs  of  personal  property  of  a 
corporation  is  its  principal  place  of  business.  If  such  property  is 
not  properly  listed  by  the  corporation,  it  may  be  taxed  where 
located.** 

Credits  are  taxable.  Deduction  of  debits  from  credits  is  allowed 
individuals,^  railroads,  and  canal  companies,*'  but  not  to  other 
corporations. 

Money  on  hand  or  on  deposit  is  taxable  for  state  purposes  only.** 

The  property  of  public,  religious,  charitable,  cemetery,  educa- 
tional, and  similar  corporations,  grain,  tobacco,  and  other  agri- 
cultural products  in  the  hands  of  the  producer,  *  shares  of  stock  in 
companies  whose  entire  capital  is  taxed  in  the  State^*  shares  in 
building  and  loan  associations,^  and  shares  in  companies  which 
pay  a  state  franchise  tax,  are  exempt  from  taxation.^ 

The  State's  share  of  the  general  property  tax  is  35  cents  on 
each  $100,  divided  as  follows:  On  real  and  tangible  personal 
property,  20  cents  a  hundred  for  the  expenses  of  the  government 
and  the  indebtedness  of  the  State,  10  cents  a  himdred  for  public 
schools,  and  5  cents  a  hundred  for  pensions.  On  intangible  per- 
sonal property,  25  cents  a  hundred  for  state  expenses,  and  10 
cents  a  hundred  for  schools.*  The  state  rate  on  money  is  20 
cents  on  each  fioo.**  These  rates  are  statutory  and  of  course  may 
be  changed  at  any  session  of  the  legislature. 

Special  Taxes. 

As  above  stated,  franchise  value  is  not  assessed  as  property, 
but  is  reached  through  an  elaborate  system  of  special  taxes  which 
vary  as  to  base  in  their  application  to  the  different  classes  of  cor- 
porations and  are  differently  denominated  by  statutes.     As  it  is 

^  Code,  sec.  492. 

The  proper  place  for  the  taxation  of  intangible  property  of  a  corporation,  such  as 
stocks  and  bonds,  is  at  the  principal  place  of  business  of  the  corporation  (Code,  1904, 
sec.  492)1  designated  as  such  in  its  certificate  of  incorporation.  "Its  motive  in  fixing 
its  principal  office  in  a  place  other  than  where  its  principal  business  was  done,  for  the 
purpose  of  getting  a  lower  rate  of  taxation,  is  not  material  in  construing  the  statute  in 
question.  *  *  *  If  such  an  evil  exists,  another  authority  than  ours  must  provide 
for  its  correction."  Loyd's  Executorial  Trustees  v.  City  of  Lynchburg,  113  Va.,  627 
(1912). 

6  Laws  1908,  chap.  213. 

^  Laws  X912,  chap.  214. 

^  Laws  1914,  chap.  4. 

«  Code,  sees.  457,  487;  Laws  1910,  chap.  314. 

/  Code,  p.  2236. 

0  Constitution,  Art.  XIII,  sec.  170;  Laws  1908,  chap.  213. 

A  Code,  p.  2195;  Laws  1908,  chap.  9. 
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difBcttlt  to  determine  in  some  cases  those  taxes  which  in  legal 
theory  are  based  on  ''franchise/'  all  special  taxes  and  licenses 
applicable  to  the  classes  of  corporations  treated  herein  and  the 
names  given  them  for  the  pmpose  of  this  report  are  described  as 
follows : 

Annual  charter  tax. — ^This  tax,  denominated  by  statute  '*  annual 
registration  fee/*  is  based  on  total  authorized  capital  stock.  It  is 
paid  to  the  State  for  state  purposes  by  domestic  and  foreign 
corporations  of  all  classes.  The  rate  of  this  tax  varies  in  amount 
from  $5,  when  the  authorized  capital  is  less  than  $15,000,  to  $25, 
when  in  excess  of  $300,000." 

Capital-stock  tax, — ^This  tax,  denominated  by  statute  ''annual 
state  franchise  tax,"  is  based  on  total  authorized  capital  stock 
and  is  payable  to  the  State  for  state  purposes.  It  is  imposed  on 
domestic  corporations  only,  and  of  the  classes  herein  treated  it 
applies  to  domestic  telephone  companies  having  a  capital  stock 
of  over  $5,000,  and  to  all  domestic  telegraph,  mercantile,  manu- 
facturing, mining,  and  miscellaneous  companies.  It  varies  in 
amotmt  from  $10,  when  the  authorized  capital  stock  is  $25,000 
or  less,  to  $200,  when  the  autliorized  capital  stock  is  $500,000  to 
$1,000,000.  For  each  $100,000  in  excess  of  $1,000,000  an  addi- 
tional $10  is  levied.* 

^  Laws  1908,  cfaap.  227. 

Provision  is  made  for  such  annual  registration  fees  both  in  the  constitution  (Art 
XII,  sec.  157)  and  in  the  act  to  carry  the  provisions  of  the  constitution  into  effect 
(Code,  sec.  1313a). 

Where  the  authorized  capital  stock —  Reuistration  fee. 

Is  $15,000  or  less $5 

Exceeds  $15,000  and  does  not  exceed  $50,000 10 

Exceeds  $50,000  and  does  not  exceed  $100,000 15 

Exceeds  $100,000  and  does  not  exceed  $300,000 20 

Exceeds  $300,000 25 

^  Laws  1910,  chap.  58. 

Where  the  authorized  capital  stock — 

Is  $25,000  or  less,  the  tax  is $10 

Exceeds  $25,000  but  does  not  exceed  $50,000 20 

Exceeds  $50,000  but  does  not  exceed  $100,000 40 

Exceeds  $100,000  but  does  not  exceed  $300,000 60 

Exceeds  $300,000  but  does  not  exceed  $500,000 100 

Exceeds  $500,000  but  does  not  exceed  $1,000,000 200 

For  each  $100,000  of  authorized  capital  stock  or  fraction  thereof  in  excess  of 
$1,000,000  the  tax  is  $10. 

This  tax  was  made  general  in  its  application,  with  certain  exceptions  named  in 
the  act  imposing  it  (Code,  p.  2218),  and  certain  other  exceptions  were  made  by  Laws 
1908,  chaps.  165  and  219,  and  Laws  1910,  chap.  iii. 
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Gross-Receipts  taxes. — ^These  taxes  are  variously  denominated  by 
statute.  The  gross-receipts  tax  applied  to  railroads  is  called  a 
''franchise  tax;"  that  applied  to  telegraph  and  telephone  com- 
panies an  "  annual  state  license/'  etc.  They  are  applied  to  domes- 
tic and  foreign  railroad,  telegraph,  telephone,  steamboat,  water, 
light,  heat,  and  power  companies. 

Mileage  taxes. — ^These  taxes,  denominated  by  statute  "annual 
state  license  taxes,"  are  based  on  the  route  or  line  mileage  of 
foreign  and  domestic  express,  sleeping  car,  telegraph,  and  certain 
telephone  companies. 

Tax  based  on  annual  purchases. — ^A  tax  based  on  the  amount  of 
annual  purchases  and  denominated  by  statute  an  ''aimual  license 
tax,"  is  imposed  on  mercantile  companies  in  lieu  of  the  general 
property  tax  for  state  ptuposes  on  their  ** capital."  « 

Steam  and  Electric  Railroad  and  Canal  Companies. 

Domestic  and  foreign  steam  and  electric  railroad  and  canal  com- 
panies not  exempt  from  taxation  by  charter  *  pay  to  the  State  for 
state  purposes  and  locally  for  local  pmposes  the  general  property 
tax.  In  addition,  they  pay  to  the  State  for  state  purposes  the 
annual  charter  tax,  and  a  gross-receipts  ta^t.  ^ 

o  For  convenience,  the  rates  of  the  annual  charter  and  capital-stock  taxes  are  not 
repeated  in  treating  the  various  classes  of  corporations.  The  rates  of  the  other  taxes 
above  described  are  g^ven  in  showing  their  application  tinder  the  various  subheadings 
which  follow. 

&  Perpetual  exemption  from  taxation  could,  previous  to  185 1,  be  contracted  for  by 
the  State  to  a  corporation,  and  such  contract  would  be  binding  as  to  that  particular 
corporation;  but  such  exemption  does  not  pass  to  another  corporation  that  purchases 
the  "franchises,  rights,  and  privileges'*  of  the  corporation  with  which  the  State  made 
the  contract  of  exemption.  Lake  Drummond  Canal  Co.  v.  Commonwealth,  103  Va., 
337  (^905)*  No  railroads  or  canals  can  secure  exemption  from  taxation  after  the 
adoption  of  the  Virginia  constitution  of  1902  (Art.  IV,  sec.  63,  pars.  5,  6,  and  7),  and 
any  corporation  accepting  amendment  or  extension  of  its  charter,  is  presumed  to 
thereby  surrender  every  exemption  from  taxation.     (Constitution,  Art.  XII,  sec.  158.) 

If  it  be  conceded  that,  by  virtue  of  its  charter,  the  Richmond,  Fredericksburg  and 
Potomac  Railroad  Co.  was  not  liable  to  a  franchise  tax  prior  to  July  10, 1902 ,  yet  having 
thereafter  accepted  the  new  and  enlarged  powers  tendered  by  the  act  of  assembly 
of  April  2, 1902,  not  previously  possessed  by  it,  by  which  it  was  enabled  to  change  the 
location  of  its  line,  and  by  which  its  powers  of  eminent  domain  were  materially 
enlarged  and  extended,  such  acceptance  constituted  an  amendment  of  its  charter, 
and  the  company  thereby  surrendered  its  exemption  from  taxation  in  pursuance  of 
section  158  of  the  constitution  declaring  that  any  corporation  which  should  thereafter 
accept,  or  effect,  any  amendment  or  extension  of  its  charter,  should  be  conclusively 
presumed  to  have  thereby  siurendered  every  exemption  from  taxation  or  other 
privilege  not  enjoyed  by  other  like  corporations.  Commonwealth  v.  R.  F.  &  P.  R.  Co., 
Ill  Va.,  611  (1911). 

c  These  companies  pay  also  taxes  or  licenses  for  engaging  in  other  lines  of  business; 
thus,  if  steam  railroads  sell  mineral,  forest,  or  other  products,  they  pay  the  license 
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Railroad  property  may  be  described  as  classified  for  assessment 
purposes  as  (a)  "track,"  which  includes  the  right  of  way,  rails, 
bridges,  and  all  similar  right-of-way  superstructure  of  main  line, 
branches,  etc.;  (6)  "rolling  stock;"  and  (c)  all  "other  property," 
including  stations,  grotmds,  machinery,  etc.  Franchises  are  not 
assessed  under  the  general  property  tax. 

Assessment  of  physical  property  is  by  the  State  Corporation 
Commission,**  but  the  commission  does  not  disclose  the  exact 
method  of  determining  valuations,  which,  however,  are  based 
largely  upon  reports  from  the  companies.  After  the  valuation  of 
"  track  "  has  been  determined,  it  is  reduced  to  a  valuation  per  mile 
for  each  kind  of  track.  The  number  of  miles  of  each  kind  of  track 
in  any  coimty,  municipality,  or  taxing  district,  multiplied  by  its 
respective  valuation  per  mile,  equals  the  assessable  value  of  track 
therein. 

The  valuation  of  rolling  stock  is  apportioned  to  the  counties  and 
minor  taxing  districts  through  which  the  railroad  passes.  Such 
apportionment  is  based  upon  that  proportion  which  the  state 
assessment  of  railroad  property  permanently  located  within  each 
such  coimty,  city,  or  minor  taxing  district  bears  to  the  total  state 
valuation  of  railroad  property  permanently  located  within  the 
State,  and  is  taxed  at  the  same  rates  as  apply  to  other  property 
therein.  ^ 

The  rolling  stock  of  foreign  railroads  is  assessed  on  the  average 
amount  of  rolling  stock  used  in  the  State.** 

The  valuation  of  all  property  other  than  track  and  rolling  stock 
is  assigned  directly  to  the  coimty,  municipality,  or  taxing  district 
where  located.*' 

The  gross  receipts  or  annual  franchise  tax  payable  by  these 
classes  of  companies  is  by  statute  declared  to  be  a  tax  for  the 
privilege  of  exercising  corporate  franchises  in  Virginia;  it  is  levied 
at  the  rate  of  i  per  cent  upon  the  gross  transportation  receipts.'' 
When  a  railroad  or  canal  operates  partly  within  and  partly  with- 
out the  State,  the  taxable  receipts  earned  within  the  State  are 

tax  imposed  on  merchants;  if  electric  railway  companies  fumisih  light,  heat,  and  power 
for  a  consideration,  they  pay  the  gross-receipts  tax  applicable  to  light,  heat,  and  power 
companies.    (Laws  1912,  chap.  333,  and  Code,  p.  222a,  sec.  47.) 

<^  Laws  1912,  chap.  214. 

&  Laws  1914,  chap.  135. 

cCode,  p.  2202,  sec.  27,  as  amended,  Laws  1912,  chap.  214;  Laws  1906,  chap.  121. 

rf Constitution,  Art.  XIII,  sees.  177,  178;  Code,  p.  2205,  sec.  28. 


52  TAXATION  OF  CORPORATIONS. 

determined  as  follows :  (a)  A  reasonable  allowance  is  first  made  for 
any  excess  in  the  value  of  terminal  or  other  facilities  situated  with- 
out the  State  over  similar  facilities  situated  in  Virginia;  (6)  the 
amount  of  gross  transportation  receipts  earned  over  the  entire  line 
is  then  reduced  to  an  average  per  mile,  which,  multiplied  by  the 
number  of  miles  of  line  operated  in  Virginia,  equals  the  taxable 
receipts. 

Each  steam  and  electric  railroad  and  canal  company  is  required 
to  report  annually  to  the  State  Corporation  Commission  the  value 
and  location  of  all  its  physical  property  within  the  State,  the  aver- 
age amoujit  of  its  rolling  stock  habitually  used  within  the  State,  its 
stock  and  bond  holdings,  and  certain  other  information  specified 
by  statute." 

Telegraph  and  Telephone  Companies. 

Domestic  and  foreign  telegraph  and  telephone  companies  pay 
to  the  State  for  state  purposes,  and  locally  for  local  purposes,  the 
general  property  tax.  In  addition,  domestic  telephone  companies 
with  an  authorized  capital  stock  of  more  than  $5,000,  and  all 
domestic  telegraph  companies,  pay  to  the  State  for  state  purposes 
the  capital-stock  or  annual  state  franchise  tax,  ^  and  all  telegraph 
and  telephone  companies  pay  the  annual  charter  tax  or  state  regis- 
tration fee^  and  certain  state  gross-receipts  and  mileage  taxes. 

Telegraph  and  telephone  property  is  generally  classified  as  "  pole*' 
or  "conduits,**  and  all  "other  property."  Franchises  are  not 
assessed  as  general  property.  The  commission  determines  for  each 
company  a  valuation  per  mile  for  "pole"  line  and  "conduits." 
One  wire  is  included  in  this  valuation.  Additional  wires  are 
included  in  the  valuation  of  "other  property."  The  number  of 
miles  of  "pole"  line  in  any  county,  city,  or  town,  multiplied  by 
the  valuation  per  mile,  equals  the  assessable  value  therein.  The 
valuation  of  "other  property**  is  assigned  to  the  county,  city,  or 
town,  wherein  it  is  located.  ^ 

The  amount  of  the  gross-receipts  and  mileage  taxes  paid  by 
telegraph  and  telephone  companies  is  also  determined  by  the 
commission.  The  rates  and  application  of  such  taxes  are  as 
follows:* 

<>Laws  1912,  chap.  214.  <<Laws  1910,  chap.  256. 

&Laws  1910,  chap.  58.  «Ibid.,  chap.  150. 

«Laws  1908,  chap.  227. 
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(a)  Telegraph  companies  pay  $2  for  each  mile  of  poles  or  con- 
duits operated  in  the  State  and  2  per  cent  of  their  annual  gross 
receipts  from  business  within  the  State." 

(6)  Telephone  companies,  except  under  certain  conditions,  pay 
I  per  cent  on  their  annual  gross  receipts  from  business  within  the 
State.  If,  however,  their  gross  receipts  exceed  $50,000,  or  if  the 
ntunber  of  miles  of  poles  exceeds  400,  or  if  a  majority  of  the  stock 
or  other  property  is  owned  or  controlled  by  any  other  telephone  or 
telegraph  company  whose  receipts  exceed  $50,000,  they  then  pay 
a  tax  of  I  per  cent  on  the  first  $50,000  or  less,  2  per  cent  on  such 
receipts  in  excess  of  $50,000,  and  a  tax  of  $2  per  mile  for  each  mile 
of  poles  or  conduits  operated  in  the  State.  * 

Each  company  of  the  classes  above  mentioned  is  required  to 
report  to  the  State  Corporation  Commission  its  status,  business, 
and  condition  ^  in  such  form  as  the  commission  may  require. 

Express  Companies. 

Domestic  and  foreign  express  companies  pay  the  general  prop- 
erty tax  to  the  State  for  state  ptuposes,  and  locally  for  local 
purposes.  In  addition  they  pay  to  the  State  for  state  purposes 
both  the  annual  charter  tax  or  state  registration  fee,**  and  a 
mileage  tax. 

The  tangible  property  of  express  companies  is  assessed  by  the 
State  Corporation  Commission.  Such  assessments  are  based  on 
annual  reports  from  the  express  companies.* 

Franchises  are  not  assessed  as  property.  The  mileage  tax,  $6 
for  each  mile  of  route  operated  in  Virginia,  is  by  statute  declared 
to  be  a  tax  for  the  privilege  of  doing  business  between  points 
within  the  State.' 

<^  A  city  ordinance  imposing  a  privilege  tax  on  telegraph  companies  is  not  in  conflict 
witli  the  provisions  of  the  Virginia  constitution,  stating  that  the  general  assembly 
*  *  *  "maylevyalicensetaxnponany  business  which  can  not  be  reached  by  the 
ad  valorem  system. ''  The  tax  imposed  by  the  ordinance  is  a  tax  upon  the  privilege 
of  doing  business  in  the  city,  and  is  wholly  different  from  a  property  tax.  It  is  imma- 
terial that  the  State  taxes  the  property  of  the  company  on  the  ad  valorem  system. 
The  two  subjects  of  taxation  are  wholly  different  and  both  may  be  taxed  without 
being  obnoxious  to  the  objection  that  it  is  double  taxation.  Postal  Telegraph-Cable 
Co.  V,  Norfolk,  loi  Va.,  125  (1903). 

b  Laws  19 10,  chap.  150. 

clbid.,  chap.  256. 

^  Laws  1908,  chap.  227. 

«  Ibid.,  chap.  165. 

/  Laws  1910,  chap.  iii. 
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Car  Compaiiies. 

Domestic  and  foreign  passenger  car  companies  pay  to  the  State 
for  state  purposes  both  the  annual  charter  tax  or  state  registration 
fee,**  and  a  mileage  tax. 

The  mileage  tax,  $2  for  each  mile  of  track  over  which  the  cars 
are  operated  within  the  State,  is  assessed  by  the  State  Corporation 
Commission.  Such  assessments  are  based  on  reports  from  the 
car  companies.  * 

The  state  general  property  tax  is  not  applied  to  passenger  car 
companies,  *  nor  is  there  any  specific  statutory  provision  for  the 
assessment  of  their  property  for  local  taxation. 

Freight-car  companies  are  not  taxed  in  Virginia. 

Steamboat  Companies. 

Domestic  and  foreign  steamboat  companies  pay  the  general 
property  tax  to  the  State  for  state  purposes,  and  locally  for  local 
purposes.  In  addition,  they  pay  to  the  State  for  state  purposes 
the  annual  charter  tax  or  state  registration  fee,«  and  a  gross- 
receipts  tax. 

Tangible  property  of  steamboat  companies,  including  boats, 
wharves,  etc.,  is  assessed  by  the  State  Corporation  Commission. 
Such  assessments  are  based  on  annual  reports  from  the  companies. 

The  gross-receipts  tax,  one-half  of  i  per  cent  on  intrastate 
gross  receipts,  is  declared  by  statute  to  be  a  tax  for  the  privilege 
of  doing  business  between  points  in  the  State.  ^ 

Water,  Heat|  Light,  and  Power  Companies. 

Domestic  and  foreign  water,  heat,  light,  and  power  companies 
pay  the  general  property  tax  to  the  State  for  state  purposes,  and 
locally  for  local  ptuposes.^  In  addition,  they  pay  to  the  State  for 
state  purposes  both  the  annual  charter  tax  or  state  registration 
fee,  ^  and  a  gross-receipts  tax. 


a  Laws  1908,  chap.  227. 

&Ibid.,  chap.  219. 

c  Ibid.,  chap.  165. 

Held  that  vessels,  belonging  to  a  Delaware  corporation,  employed  wholly  in  com- 
merce within  the  limits  of  Virginia,  even  though  engaged  in  interstate  commerce, 
are  subject  to  taxation  in  Virginia,  notwithstanding  the  fact  that  they  may  have  been 
registered  or  enrolled  at  a  port  outside  its  limits.  Old  Dominion  Steamship  Co.  v. 
Virginia,  198  XJ.  S.,  299  (1905). 

^  Laws  1910,  chap.  61. 
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The  tangible  property  of  these  companies  is  assessed  by  the 
State  Corporation  Commission.  Such  assessments  are  based  on 
annual  reports  from  the  companies.  Franchises  are  not  assessed 
under  the  general  property  tax. 

The  gross-receipts  tax,  one-half  of  i  per  cent  of  intrastate  gross 
receipts,  is  declared  by  statute  to  be  a  tax  for  the  privilege  of 
exercising  franchises  in  the  State.** 

Manufacturing,   Mercantile^   Mining^  and  Miscellaneous   Corpora- 
tions. 

Domestic  and  foreign  manufacturing,  mercantile,  mining,  and 
miscellaneous  companies  *  pay  the  general  property  tax,  assessed 
and  collected  locally,  for  state  and  local  purposes,  on  real  estate 
and  capital,^  except  that  in  lieu  of  the  state  general  property  tax 
on  *'  capital  "^  of  mercantile  companies  there  is  imposed  an  annual 
state  license  tax  for  state  purposes  based  on  the  amoimt  of  annual 
piu-chases.  In  addition,  domestic  corporations  of  the  above- 
mentioned  classes  pay  to  the  State  for  state  purposes  the  capital 
stock  or  annual  state  franchise  tax,*  and  both  domestic  and  for- 
eign companies  pay  to  the  State  for  state  purposes  the  annual 
charter  tax  or  state  registration  fee.  / 

Mineral  lands,  and  the  improvements,  fixtures,  and  machinery 
thereon,  are  separately  assessed  annually  by  the  commissioners  of 
revenue,  who  may  be  assisted  by  special  assessors  employed  by 
the  State  Corporation  Commission.*'  Mineral  lands  under  devel- 
opment and  not  under  development  are    shown  separately  upon 

^  ItSLWs  1910,  chap.  61;  Laws  1912,  chap.  2^^. 

^  Machinery  and  fixtures  of  manufacturing  and  mining  corporations  are  assessed 
"by  the  commissioners  of  revenue  as  part  of  the  real  estate  when  the  real  estate,  ma- 
chinery, and  fixtures  belong  to  the  same  person,  but  as  personal  property  when  the 
real  estate  belongs  to  one  person  and  the  machinery  and  fixtures  to  another.  Code, 
sec.  485. 

c  Code,  pp.  2 191,  2195;  Laws  1908,  chap.  213;  Laws  1910,  chap.  314. 

"Capital"  is  defined  by  statute  to  include  moneys  and  credits  actively  used  in 
carrying  on  the  trade  or  business;  materials,  goods,  wares,  and  merchandise  on  hand, 
and  all  solvent  bonds,  demands,  and  claims  made  and  contracted  in  the  business 
during  the  preceding  year.    Laws  1908,  chap.  213,  sec.  8,  subdivisions  2,  3,  4. 

Held  that  the  word  "capital"  signifies  money  and  other  property  adventured  in 
the  business,  whether  borrowed  or  not,  and  is  not  limited  to  the  original  capital  paid 
in  by  the  shareholders  on  purchase  of  stock,  less  the  amount  invested  in  real  estate 
and  money  borrowed  by  the  company  to  be  used  in  conducting  its  business.  Bridge- 
water  Mfg.  Co.  V.  Ftmkhouser,  115  Va.,  476  (1913). 

^  Code,  p.  2221,  as  amended  by  Laws  1914,  chap.  280,  sec.  46. 

«  Laws  19 10,  chap.  58. 

/  Laws  1908,  chap.  227. 

ff  Code,  sec.  437a,  as  amended.  Laws  1912,  chap.  95. 
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the  assessment  books."    Standing  merchantable  timber  is  also 
separately  assessed  by  the  commissioners  of  revenue.  ^ 

The  rate  of  the  license  tax  based  on  the  amotmt  of  the  annual 
piu-chases  of  mercantile  companies,  varies  from  $5  when  the  an- 
nual ptu-chases  are  less  than  $1 ,000,  and  $10  when  less  than  $2,000, 
to  30  cents  on  each  $100  of  the  excess  over  $2,000  up  to  $50,000, 
with  an  additional  tax  of  10  cents  for  each  $100  in  excess  of 
$50,000.^ 

Stockholders  and  Bondholders. 

Shares  of  stock  of  domestic  corporations,^  of  foreign  railway, 
canal,  water,  heat,  light,  or  power  corporations,  which  pay  a  state 
gross-receipts  tax,*  or  of  foreign  manufacturing,  mining,  and  mer- 
cantile corporations  whose  capital  is  taxed  in  the  State,  are  not 
taxed  in  the  hands  of  holders.  With  these  exceptions,  the  shares 
of  foreign  corporations  and  bonds  of  domestic  and  foreign  corpora- 
tions are  taxable  to  holders.' 

Foreign  Corporations. 

Foreign  corporations,  of  the  classes  herein  considered,  are  taxed 
in  practically  the  same  manner  as  similar  domestic  corporations, 
the  most  important  exception  being  that  foreign  corporations  are 
not  required  to  pay  the  capital  stock  or  annual  state  franchise  tax 
which  is  imposed.on  certain  domestic  corporations.^ 

o  In  ascertaining  the  quantity  of  mineral  lands  "improved  and  imder  develop- 
ment/' tlie  entire  body  of  land  underlaid  with  coal,  upon  which  mines  have  been 
opened  and  are  being  operated,  should  be  assessed  and  not  merely  so  much  land  as 
will  be  deprived  of  its  coal  before  the  next  assessment,  and  it  is  not  error  to  take  as 
an  index  the  number  of  coke  ovens  in  operation  on  the  land.  At  the  next  assessment 
the  lands  which  have  been  deprived  of  their  coal  should  be  deducted.  Interstate 
Coal  &  Iron  Co.  v.  Commonwealth,  103  Va.,  586  (1905). 

"Improved  and  tmder  development"  means  opened-up  mine  entries  and  butt 
entries,  extending  to  solid  coal  so  as  to  render  the  land  immediately  accessible  for 
practical  mining.  Commonwealth  v.  Pocahontas  Coal  &  Coke  Co.,  107  Va.,  666 
(1908). 

^  Code,  sec.  470,  as  amended,  Laws  1910,  chap.  99. 

<^  Code,  p.  2220,  sees.  45,  46,  as  amended.  Laws  1914,  chap.  280. 

The  Standard  Oil  Co.  is  not  a  merchant  when  it  sells  and  delivers  oil  from  tank 
wagons  in  Fredericksburg,  Va.,  for  the  reason  that  it  has  no  store  or  shop  from  which 
it  sells  the  oil.  It  can  not,  therefore,  by  voluntarily  paying  a  state  license  as  a  mer- 
chant, prevent  the  assessment  of  a  specific  tax  against  its  business  by  the  city  of 
Fredericksburg.  Oil  of  said  company,  whether  sold  in  original  barrels  or  from  the 
plaintiff's  wagons,  may  be  taxed  as  part  of  the  general  mass  of  property  in  the  State 
and  without  interfering  with  interstate  commerce.  Standard  Oil  Co.  v,  Fredericks- 
burg, 105  Va.,  82  (1906). 

^  Laws  1908,  chap.  213. 

«  Code,  p.  2205,  sec.  28;  Laws  1912,  chap.  333. 

/  Code,  p.  2193,  ^  amended  by  Laws  1908,  chap.  213. 

ff  Laws  1910,  chap.  58. 
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* 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  30  per  cent. 

Total  Statb  Receipts,  Taxes  prom  Corporations,  Other  Taxes,  and  Receipts 
FROM  Sources  Other  than  Taxes,  Year  Ended  September  30,  1912.0 

Total  state  receipts,  all  sources $7, 051, 641.  00 

State  taxes  from  corporatioiis: 

Railroads  (steam  and  electric)  * — 

General  property $410, 297. 91* 

Gross  receipts 559i<537-74 

Sleeping-car  companies 5, 433.  58 

Express  companies — 

General  property 309.  57 

Mileage 26, 724. 96 

Telegraph  and  telephone  companies — 

General  property 10, 261.  ^$ 

Mileage  and  gross  earnings 43, 745. 82 

Water,  heat,  light,  and  power  companies — 

General  property 23, 066. 15 

Gross  receipts 35, 908. 28 

Steamboat  companies — 

General  property 4, 515. 46 

Gross  receipts 3, 279.  73 

Manufacturing,  mining,  and  miscellaneous  (capital)  ^  33, 293. 32 

Mining  (realty)  c 98, 275.  39 

Banks  (taxes  and  fees) 166, 147. 09 

Insurance  companies  (taxes  and  fees) 281, 667. 44 

Registration  taxes  (capital  stock) 64, 152.  00 

Franchise  taxes  (capital  stock) 136,  iia  15 

Incorporation  fees 53,  793.  14 

Total  ascertainable  State  taxes  from  corporations i,  956, 619. 06 

Other  taxes: 

Business,  professional,  etc. ,  licenses 699, 261.  54 

Liquor  licenses 5x3, 406.  49 

Motor-vehicle  licenses 51, 488.  38 

General  property  tax  <*  (less  $131,568.71  above  es- 
timated)    2, 197,  558.  26 

Capitation  tax 428, 927. 30 

Tax  on  deeds,  contracts,  wills,  suits,  etc 369, 195.  83 

Income  tax 134,  561.  72 

Collateral  inheritance  tax 43, 763. 13 

Miscellaneous  taxes 32, 194-  11 

Total  state  taxes  not  from  corporations 4, 470, 356.  76 

Total  taxes  for  state  purposes,  all  sources 6, 426, 975.  82 

o  Annual  Report  of  the  Auditor  of  Public  Accounts,  1912,  p.  8. 

^  Includes  $1,360  collected  from  canal  companies. 

<'  Estimated  by  applying  the  state  rate  of  3.5  mills  to  the  assessed  values  of  the 
property  as  shown  in  Report  of  the  Auditor  of  Public  Accounts,  1 9 11 ,  Tables  38  and  40. 

^  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  practically  impos- 
sible to  ascertain  the  amount  thus  received,  except  the  amotmts  above  estimated, 
which  are  not  included  in  this  item. 
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Receipts  from  sources  other  than  taxes: 

Penitentiary — ^proceeds  from  hire  of  convicts $127, 003. 66 

Oyster  and  fish  industry — ^proceeds 71, 103. 81 

Dispensaries — State's  portion  of  profits 16, 291.  00 

Agricultural  department  receipts  (fees,  inspection, 

etc.) IIS,  958-  29 

Departmental  fees 25, 046.  03 

Collections  from  counties  for  judges'  salaries 59, 830.  90 

United  States  Government,  aid  to  colleges 50, 000.  co 

Interest  on  deposits 17, 476.  40 

Fines,  fees,  etc 110, 750. 33 

Miscellaneous  receipts 31, 204.  76 

Total  receipts  from  sources  other  than  taxes $624, 665.  18 

Total  state  receipts,  all  sources 7, 051, 641.  00 

IV.  COMMENTS. 

Historical. 

Specific  taxation  of  corporations  is  noted  in  Virginia  as  early  as 
1843.*  In  that  year  railroads,  steamboat,  manufacturing,  in- 
surance, and  every  incorporated  joint-stock  company  were  re- 
quired to  pay  the  State  a  tax  oi  2}i  per  cent  on  all  dividends 
declared.  This  tax,  later  reduced  to  i  X  P^r  cent,  *  continued  in 
force  imtil  the  passage  of  the  revenue  act  in  1853,*^  which  act  pro- 
vided for  the  local  assessment  of  the  real  estate  and  of  the  capital 
of  all  companies  of  the  above-mentioned  classes. 

Other  special  provisions  for  the  taxation  of  railroads  and  special 
provisions  for  the  taxation  of  express  companies  were  enacted  in 
1856.  Railroads  were  permitted  to  pay,  in  lieu  of  all  property 
taxes,  a  tax  of  i  mill  for  every  mile  each  passenger  was  trans- 
ported,^ and  express  companies  a  state  license  tax  of  one-half  of 
I  per  cent  on  the  gross  receipts.^  To  the  railroad  passenger  tax 
was  added,  in  i860,  a  tax  of  one-half  of  i  per  cent  on  gross  freight 
receipts,*  and  to  the  express  company  gross-receipts  tax  was 
added  a  flat  tax  of  $50.  ^  During  the  same  year  railroad  and  canal 
companies  were  grouped  for  taxation  ptuposes,  and  since  that 
time  tax  laws  applied  to  railroads  have,  with  occasional  exceptions, 
also  applied  to  canal  companies. 

In  1862  telegraph  companies  were  required  to  pay  a  flat  tax  of 
$100;  and  in  addition  a  tax  of  10  per  cent  on  dividends  in  excess 
of  6  per  cent;  but  if  there  were  no  such  dividends,  their  property 
was  taxable  under  the  general  property  tax.^    This,  during  the 

oLaws  1842-43,  chaps,  i,  2.  «  Laws  1859-60,  chap.  i. 

&  Laws  i844-45,p.  7-  /Ibid.,  chap.  3. 

cLaws  1852-53,  chap.  7.  9  Laws  1861-62,  chap.  i. 
^  I^ws  1855-56,  chap.  9. 
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following  year,  was  changed  to  a  tax  of  2^  P^r  cent  on  gross 
receipts,  and  the  amount  of  the  flat  tax  was  increased  to  $165.** 

There  was  no  change  other  than  an  increase  in  rates  in  the 
taxation  of  railroad  and  canal  companies  between  i860  and  1865. 
Dtiring  the  1865-66  legislative  session,  however,  the  passenger  and 
freight  taxes  were  replaced  by  a  tax  of  two-fifths  of  i  per  cent 
on  gross  receipts.  *  Four  years  later  *  this  was  replaced  by  a  tax 
oi  2yi  per  cent  on  net  earnings.  From  the  next  year,  however, 
dates  the  beginning  of  the  present  method.  Railroad  and  canal 
companies  were  taxed  for  state  purposes  at  the  rate  applied  on 
other  property  and  in  addition  were  required  to  pay  a  net  earnings 
tax  of  one-half  of  i  per  cent  on  earnings  in  excess  of  $1,000.**  In 
1 871  the  earnings  system  of  taxation  was  extended  to  express 
companies,  *  and  in  1872  to  sleeping  car  and  steamboat  companies.' 

With  but  shght  changes,  the  method  of  taxing  telegraph  compa- 
nies continued  imtil  1872,  when  they  were  subjected  to  the  state 
property  tax  rate  and  were  required  by  statute  to  be  assessed  at 
$125  per  mile.  In  addition,  a  flat  tax  of  $200,  and  a  gross-earnings 
tax  oi  1%  per  cent  were  imposed.'  During  this  year  also  there 
was  substituted  for  the  net-earnings  tax  on  railroad  and  canal  com- 
panies a  tax  on  the  market  value  of  indebtedness  payable  from 
interest.^  This  tax  was  changed  in  1874  to  a  tax  of  i  per  cent  on 
net  receipts. 

Previous  to  1877  the  assessment  of  the  property  tax  was  based 
on  the  valuation  as  sworn  to  by  the  companies.  In  this  year  the 
State  Board  of  Public  Works  was  required  to  assess  the  property 
of  railroad  and  canal  companies  upon  the  best  obtainable  informa- 
tion. In  1882  telegraph  property  for  the  first  time  was  made  sub- 
ject to  county  taxation.*  During  the  same  year  a  provision  for 
the  taxation  of  telephone  companies  was  provided*  and  they  were 
made  taxable  in  the  same  manner  as  telegraph  companies.  In 
1884  the  State  Board  of  Public  Works  was  required  to  assess  the 

ol^ws  1863,  chap.  I. 
ftl^ws  1865-66,  chap.  3. 
cl^ws  i869-'7o,  chap.  226. 
<*Laws  1870-71,  chap.  193. 
« Ibid.,  chaps.  72,  192. 
/Laws,  extra  session,  1872,  chap.  385. 

9  It  was  held  that  the  State  could  not  tax  the  bonds  held  by  persons  living  out  of 
the  State.    Commonwealth  v,  Chesapeake  &  Ohio  R.  R.  Co.,  68  Va.,  344  (1876). 
ft  Laws  1881-82,  chap.  162. 
^Laws,  extra  session,  1882,  chap.  119. 
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property  of  express,  sleeping  car,  and  steamboat  companies."  In 
1880,  for  the  first  time  since  1856,  railroad  property  was  made 
subject  to  county  taxation.  * 

In  1890  the  supplemental  taxes  applicable  to  express  and  tele- 
phone companies  were  changed.  Under  the  1 890  act  express  com- 
panies paid  a  tax  of  flat  amount,  namely,  $500,  if  operating  on 
more  than  1,000  miles  of  railroad  track  in  the  State,  or  $300  if 
operating  on  less;  and  telephone  companies  paid  a  tax  of  $1.50  per 
instrument.  ^ 

In  1902  both  railroad  and  canal  property  was  made  subject  to 
county,  city,  town,  and  district  taxation,**  and  the  supplemental 
tay  on  telegraph  companies  was  changed  to  a  pole-mileage  and 
gross-earnings  tax.  * 

The  duty  of  assessing  the  property  of  public-service  corporations 
was,  in  1903,  transferred  from  the  Board  of  Public  Works  to  the 
State  Corporation  Commission.  ^  The  annual  charter  tax  or  state 
registration  fee  ^  was  imposed  on  all  corporations,  and  a  tax  on 
gross  transportation  receipts,  as  at  present,**  replaced  the  tax  on 
net  receipts  of  railroads.  Provision  was  also  made  dining  this  year 
for  the  local  taxation  of  the  property  of  express  and  of  steamboat 
companies,  based  on  assessments  by  the  State  Corporation  Com- 
mission. Express  companies  were  made  subject  to  a  supplemental 
graduated  state  tax  based  on  railroad  mileage,  steamship  compa- 
nies to  an  income  tax  of  i  per  cent  on  net  receipts  in  excess  of 
$600  (changed  in  1 908  to  one-half  of  i  per  cent  on  gross  receipts)  ,* 
and  telegraph  and  telephone  companies  to  taxes  based  on  pole 
mileage  and  on  gross  receipts. 

In  1908  the  state  property  tax  on  sleeping  car  companies  was 
abolished  and  the  present  law  taxing  them  according  to  mileage 
of  railroad  track  over  which  they  traveled  was  enacted. 

o  Laws  1883-^4,  chap.  450. 

&  Laws  1879-80,  chap.  106;  see  also  Laws  1881-82,  chap.  221. 

As  previously  noted,  railroads  were  subject  to  local  assessments  from  1853  to  1855, 
but,  due  to  the  early  custom  of  exempting  railroad  property  from  taxation  by  means 
of  special  charters,  there  was  probably  very  little  railroad  property  taxable  during 
those  two  years. 

Under  sll  acts  subjecting  property  to  county  levies  previous  to  the  constitution  of 
1870,  the  levy  was  limited  to  those  subjects  assessed  with  state  taxes  within  the  county, 
and  the  county  levies  were  made  up  from  the  assessment  books  as  made  out  by  the 
local  commissioners  of  revenue  for  state  purposes.  Virginia  &  Tennessee  R.  R.  Co. 
V.  Washington  County,  71  Va.,  471,  473  (1878). 

c  Laws  1889-90,  p.  208. 

<*  Laws  1901-2,  chap.  677. 

« Ibid.,  chap.  662. 

/Laws  1902-3-4,  chap.  147. 

ff  Constitution  of  1902,  sec.  157. 

h  Laws  1908,  chap.  165. 
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The  property  of  water,  heat,  light,  and  power  companies  was 
made  subject  to  assessment  by  the  State  Corporation  Commission 
in  1 910,  and  in  addition  they  were  taxed  on  gross  receipts.** 

Until  1 91 2  all  of  the  local  tax  on  rolling  stock  of  any  domestic 
railroad  was  collected  and  retained  by  the  comity  or  city  wherein 
the  principal  ofl&ce  of  the  railroad  was  located. 

Inequality  of  Assessments. 

The  problem  of  inadequate  and  irregtdar  assessment  of  real  and 
personal  property  has  been  the  subject  of  comment  by  the  attorney 
general,  who,  in  his  1907  report,  called  attention  to  a  rate  case  heard 
by  the  State  Corporation  Commission,  wherein  the  evidence  sub- 
mitted developed  the  fact  that  the  value  of  railroad  property 
in  the  State  as  indicated  by  capital  invested,  or  by  the  aggregate 
value  of  stock  and  bonds,  or  by  the  net  earnings,  generally  was 
very  much  more  than  the  sum  at  which  it  was  assessed  for  taxa- 
tion.^ He  also  called  attention  in  his  1909  report  to  the  very 
imperfect  and  inefficient  statutes  in  reference  to  the  assessment 
of  both  real  and  personal  property,  which,  according  to  the  report, 
can  only  be  improved  by  radical,  but  statesmanlike,  amendment.* 
In  a  paper  read  before  the  National  Tax  Association  in  19 11  it 
was  stated  that  the  assessment  of  lands  in  Virginia  varied  from 
5  to  65  per  cent  of  fair  market  value.  ** 

The  committee  on  tax  revision,  appointed  in  191 4,  however, 
fotmd  that  the  average  assessment  of  real  estate  is  about  one- 
third  its  true  value,  and  that  the  ratio  of  assessed  value  to  true 
value  varies  widely  as  between  the  different  counties,  being  as 
low  as  12.5  per  cent  in  one  coimty  and  as  high  as  57.9  per  cent  in 
another.*  The  committee  also  developed  the  fact  that  real 
estate  in  cities  and  towns  is  assessed  at  a  much  higher  percentage 
of  true  value  than  real  estate  situated  m  rural  districts. 

Special  Temporary  Commissions. 

The  constitution  of  1 902  contains  the  following  provision : '  **  The 
general  assembly  may,  after  January  i,  1913,  segregate  for  the 
purposes  of  taxation,  the  several  kinds  or  classes  of  property, 

a  Laws  1910,  chap.  61. 

&  Report  of  Attorney  General,  1907,  pp.  iS-ao. 
«  Ibid.,  1909,  p.  56. 

^  Taxation  Conditions  in  Virginia,  Douglas  S.  Freeman,  Fifth  Annual  Conference 
of  National  Tax  Association,  191 1,  p.  68. 

«  Report  of  Joint  Committee  on  Tax  Revision,  19 14,  p.  11. 
/  Constitution,  Art.  XIII,  sec.  169. 
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SO  as  to  specify  and  determine  upon  what  subjects,  state  taxes, 
and  upon  what  subjects,  local  taxes,  may  be  levied."  The 
legislature  of  1910  made  provisions"  for  the  appointment  of  a 
special  or  temporary  tax  commission  to  report  on  the  revision  of 
the  tax  and  assessment  laws,  "and  especially  to  investigate  and 
report  upon  the  practicability  and  advisability  of  the  segregation 
of  subjects  of  taxation  in  Virginia  for  the  piupose  of  state  and 
local  taxation,  respectively." 

The  report  of  the  commission  *  in  191 1  is  preceded  by  a  brief 
summary  of  the  commission's  recommendations,  which  are,  in  part, 
as  follows : 

**  To  create  a  permanent  unpaid  tax  commission  of  nine  existing 
state  oflScers  with  a  paid  executive  officer,  which  commission  shaU 
have  power  (i)  to  equalize  assessments  among  the  counties  and 
cities  of  the  State  by  fixing  a  standard  valuation  for  each  class  of 
tangible  personal  property,  an  average  per  acre  valuation  for  each 
county,  and  average  frontal  valuations  for  each  city ;  (2)  to  remove 
commissioners  of  the  revenue  for  violation  of  the  law  or  for  neg- 
lect of  duty ;  (3)  to  formulate  reasonable  rules  and  regulations  for 
the  imiform  assessment  of  improvements  and  for  the  general 
enforcement  of  the  revenue  law. 

"To  require  the  statement  of  the  exact  valuable  consideration 
involved  in  the  transfer  of  real  property  in  order  to  form  a  basis 
for  an  average  per  acre  or  frontal  valuation. 

"To  abolish  land  assessors  as  separate  officers  of  the  law  and  to 
provide  for  the  assessment  of  lands  and  improvements  by  com- 
missioners of  the  revenue. 

"To  reduce  the  state  tax  on  stocks,  bonds,  and  other  evidence 
of  debt  to  25  cents  on  the  hundred  dollars'  valuation  and  to 
limit  the  local  tax  to  the  same  amount. 

"To  place  all  public-service  corporations  on  a  gross-earnings 
basis  of  taxation  as  soon  as  the  decisions  of  the  Federal  courts 
will  warrant  such  action. 

"To  require  an  acciuate  report  of  the  gross  earnings  of  all  tele- 
phone and  telegraph,  express,  and  passenger-car  service  com- 
panies. 

"To  increase  the  tax  of  passenger-car  service  companies  from 
$2  the  mile  to  $4  the  mile ;  and  to  increase  the  tax  on  express  com- 
panies from  $6  the  mile  operated  to  $7.50  the  mile  operated, 
requiring  the  latter  to  pay  a  tax  for  each  line  of  steamships  oper- 
ated over  the  same  course. 

"  To  impose  a  tax  on  the  property  of  freight-car  service  corpora- 
tions used  in  the  State. 

«  Laws  19 10,  chap.  147. 

2>  Report  of  Tax  Commission  to  th^  General  Assembly,  1911,  p.  vii. 
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"To  require  every  firm,  corporation,  etc.,  operating  in  Virginia 
to  report  to  the  tax  commission  the  amoimt  of  all  salaries,  fees, 
etc.,  paid  by  such  firm,  etc.,  to  any  citizen  of  Virginia  in  excess 
of  $1,000  the  year,  said  reports  to  be  forwarded  to  the  commis- 
sioners of  the  revenue  and  to  be  prima  facie  evidence  of  assess- 
ment with  income  in  that  amount. 

"The  amendment  of  the  mineral-assessment  law  to  provide  (a) 
that  the  assessment  be  made  in  every  year  by  the  mineral  assessor 
and  the  commissioner  of  the  revenue;  (6)  that  in  case  of  disagree- 
ment between  the  assessing  officers,  the  opinion  of  the  mineral 
assessor  shall  prevail,  subject  to  appeal;  (c)  that  notice  of  appeal 
from  any  assessment  be  served  on  the  corporation  commission. 

"To  equalize  assessments  and  to  bring  them  to  the  constitu- 
tional valuation,  with  a  view  to  the  ultimate  separation  of  the 
sources  of  local  and  state  revenue." 

Very  little  legislation  bearing  on  the  subject  of  taxation,  how- 
ever, has  been  enacted  since  the  submission  of  these  recommenda- 
tions. Probably  the  most  important  was  the  enactment  of  a 
law  ^  authorizing  the  appointment  of  a  special  joint  legislative 
committee  of  10  members  for  the  purpose  of  making  a  thorough 
study  of  the  taxation  system  of  the  State  and  to  report  its  findings 
to  the  governor,  members  of  the  legislatiu-e,  and  other  state  and 
local  officers. 

This  committee,  in  its  report  to  the  governor,^  proposed  two 
general  systems  of  taxation.  One  system  recommended  by  a 
minority  provides  for  partial  segregation  of  sources.  Another 
recommended  by  a  majority  provides  for  the  establishment  of  a 
state  tax  commission. 

To  carry  out  the  recommendations  of  the  minority,  a  bill  for 
the  establishment  of  an  ex  officio  state  board  of  taxation,  consist- 
ing of  the  governor,  chairman  of  the  State  Corporation  Commis- 
sion, and  the  auditor  of  public  accoimts,  and  proposing  broad 
powers  therefor,  was  submitted.  ^ 

Among  other  powers  and  duties  the  proposed  board  is  to  have 
general  supervision  of  the  administration  of  the  laws  relating  to 
the  assessment,  collection,  and  distribution  6i  the  revenue  of  the 
State  and  its  subdivisions  and  to  keep  accurate  accounts  of  the 
gross  amoimts  collected  and  distributed  by  each  county,  city,  and 
town,  of  the  aggregate  assessment  of  property  therein,  and  of  the 
sales  and  transfers  of  real  estate,  including  the  actual  considera- 
tion involved,  and  for  that  piupose  may  require  of  each  treasurer, 

^  Laws  1914,  chap.  212. 

*  Report  of  Joint  Committee  on  Tax  Revision,  Virginia,  1914,  pp.  6,  7. 

c  Adopted.     Act  approved  Mar.  17,  19 15. 
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clerk  of  court,  or  other  local  or  state  officer  such  reports  as  it  may 
deem  advisable;  to  aimually  make  an  estimate  of  the  probable 
revenues  that  will  be  available  for  state  purposes  dtuing  the  next 
year,  and  if  such  estimates  shall  be  in  excess  of  the  expected  avail- 
able revenues  for  state  purposes,  to  call  upon  the  coimties  and 
cities  of  the  commonwealth  to  contribute  to  the  state  treasiuy  a 
sufficient  sum  to  meet  the  requirements  of  the  state  government 
in  excess  of  the  expected  revenues,  the  tax  for  this  purpose  being 
uniformly  based  on  assessed  value  of  property  in  the  respective 
coimties  and  cities  (in  case  the  estimated  state  revenues  are 
deemed  by  the  board  to  be  sufficient  to  meet  the  estimated  ex- 
penses of  state  government,  the  board  is  to  make  no  requisition 
upon  the  coimties  or  cities) ;  to  issue  writs  and  orders  compelling 
attendance  and  testimony  of  witnesses,  the  production  of  docu- 
mentary evidence  relating  to  assessment  and  taxation  and  for  the 
purpose  of  carrying  out  its  mandates;  to  make  a  comprehensive 
report  to  the  general  assembly  at  each  regular  session  thereof, 
showing  in  detail  the  operations  of  the  board  since  its  last  report, 
giving  a  general  summary  of  the  tax  conditions  throughout  the 
commonwealth,  and  making  such  recommendations  for  legislative 
action  as  may  tend  to  remove  inequalities  and  other  imperfections 
in  the  manner  of  assessing  and  collecting  state  and  local  taxes. 

To  carry  out  the  recommendations  of  the  majority,  a  bill  was 
submitted  which  proposes  a  permanent  tax  commission  composed 
of  three  members,  appointed  by  the  governor  for  a  term  of  six 
years,  and  with  proposed  duties  which  are  in  part  as  follows: 

To  exercise  general  supervision  over  all  officers  having  duties 
pertaining  to  taxation  in  the  State;  to  prescribe  the  form  of  books 
and  schedules  to  be  used  in  the  assessment  and  collection  of  taxes, 
and  to  install  a  uniform  system  of  accounts  to  be  used  by  revenue 
officials ;  to  supervise  the  administration  of  the  assessment  laws  of 
the  State  with  a  view  to  ascertaining  the  best  method  of  reaching 
all  property,  of  effecting  equitable  assessment,  and  of  avoiding 
conflicts  and  duplication  of  taxation  of  the  same  property;  to 
recommend  to  the  governor  measures  intended  to  promote  uniform 
assessment,  just  rates,  and  harmony  and  cooperation  among  all 
officials  connected  with  the  revenue  system  of  the  State ;  to  furnish 
assessors  and  commissioners  of  revenue  a  classification  of  prop- 
erty, both  real  and  personal,  for  the  purpose  of  uniform  valua- 
tion; to  collect  information  relating  to  the  value  and  ownership 
of  real  and  personal  property,  with  a  view  to  instructing,  aiding, 
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and  checking  assessors  and  commissioners  of  revenue;  to  make  all 
assessments  for  such  taxes  as  are  now  or  may  hereafter  be  made 
payable  directly  to  the  commonwealth ;  to  certify  for  collection  the 
amoimt  of  such  taxes  to  the  auditor  of  public  accoimts;  to  investi- 
gate and  supervise  the  enforcement  of  the  laws  relating  to  rates, 
fees,  and  charges  for  mercantile,  professional,  and  other  licenses; 
and  to  issue  writs  and  orders  compelling  testimony  of  witnesses, 
the  production  of  dociunentary  evidence,  etc. 

The  report  also  presents  several  additional  bills  proposing  cor- 
rection of  various  defects  in  the  present  general  taxation  system 
of  the  State. 
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Chief  Features. 


WEST  VIRGINIA. 

I.  GENERAL  VIEW. 


First.  The  application  of  the  general  property  tax  to  practically 
all  classes  of  property. 

Second.  The  assessment  of  public-service  corporations  by  a 
central  state  board  and  the  state  collection  of  the  general  property 
tax,  from  such  corporations  for  both  state  and  local  purposes. 

Third.  The  classification  of  corporations  by  statute  as  resident 
and  nonresident  domestic,  and  foreign. 

General  Property  Tax. 

Operatmg  property  of  public-service  corporations  is  assessed 
by  the  State  Board  of  Public  Works  and  the  general  property  tax 
on  such  corporations  for  state  and  local  purposes  is  paid  into  the 
state  treasury.  All  other  taxable  property  is  assessed  locally, 
and  the  tax  for  state  and  local  purposes  is  paid  locally. 

Taxes  Supplemental  to  the  General  Property  Tax. 

Domestic  corporations  pay  to  the  State  for  state  purposes  an 
annual  capital-stock  or  license  tax  based  on  authorized  capital 
stock,  and  certain  foreign  corporations  pay  a  similar  tax  based  on 
the  proportion  of  capital  stock  represented  by  property  owned  and 
used  in  the  State.  Other  foreign  corporations  pay  to  the  State 
for  state  purposes  a  mileage  tax. 

Foreign  Corporations. 

There  is  no  difference  in  the  method  of  taxing  the  property  of 
foreign  and  domestic  corporations,  but  there  are  some  differences 
in  the  kinds  of  supplemental  or  license  taxes  imposed  upon  resi- 
dent and  nonresident  corporations. 

Stockholders  and  Bondholders. 

Stock  in  corporations  whose  property  is  taxed  is  not  taxed 
in  the  hands  of  holders.  Bonds  of  domestic  and  foreign  corpora- 
tions are  taxable  to  holders. 
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Administration. 

An  ex  ofl&cio  board,  the  Board  of  Public  Works,  consisting 
of  the  governor,  secretary  of  state,  state  auditor,  superintendent 
of  free  schools,  state  treasurer,  attorney  general,  and  commis- 
sioner of  agriculture,  assesses  the  operating  property  of  public- 
service  corporations "  and  apportions  such  assessments  to  the 
coimties. 

The  state  tax  commissioner,  appointed  by  the  governor  for  a  term 
of  six  years,  assesses  the  inheritance  tax,  *  determines  the  income  of 
hydroelectric  companies,^  examines  and  tabulates  the  returns  sub- 
mitted by  public-service  or  public-utiUty  corporations  to  the  board 
of  public  works,  and  when  requested  attends  the  meetings  of  such 
board  and  renders  such  assistance  as  may  be  required.  It  is  also  his 
duty  to  inspect  the  work  of,  confer  with,  and  offer  suggestions  to 
local  tax  officials,  and  to  cause  prosecutions  for  any  violations  of 
the  revenue  laws.** 

County  assessors  and  assistant  coimty  assessors  are  required  to 
assess  the  property  of  individuals  and  of  corporations  other  than 
those  assessed  by  the  Board  of  Public  Works.  * 

Equalization  of  assessments  between  coimties  /  is  by  the  Board 
of  PubUc  Works.  Equalization  of  assessments  within  the  coun- 
ties is  by  the  county  assessors  and  assistant  county  assessors  con- 
vened in  joint  meeting  with  the  coimty  clerk  as  an  advisory 
member.*' 

Appeals  from  assessments  made  by  the  state  board  may  be 
taken  to  the  circuit  cotut.*  Appeals  from  county  assessors  lie  to 
the  coimty  court.* 

Amounts  of  taxes  due  the  localities  are  determined  by  applying  the 
local  rates  to  the  amounts  previously  apportioned.  For  this  pur- 
pose such  apportionments  and  rates  for  county  and  district  pur- 
poses are  certified  to  the  state  auditor  by  county  clerks,  for  free 
school  and  building  purposes  by  the  board  of  education,  and  for 
municipal  purposes  by  the  city  clerk  or  other  recording  oflBcer.^ 

Collection  of  the  general  property  tax  paid  by  public-service  or 
public-utility  companies  for  both  state  and  local  purposes;  of  the 
capital  stock  or  annual  license  tax  paid  by  foreign  corporations; 
and  of  the  mileage  taxes  paid  by  certain  public-service  or  public- 

«  Code,  sees.  76S-778,  as  amended,  Laws  1913,  chap.  30.  /  Code,  sec.  694. 

^  Code,  sees.  1077,  ^°^'  ^  Code,  sec.  702. 

cLaws  1913,  chap.  11,  sec.  18.  *  Code,  sec.  779. 

<*Code,  sees.  673,  674.  <  Code,  sec.  815. 

<  Code,  sec.  696.  i  Code,  sec.  781. 
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Utility  corporations  is  by  the  state  treasurer.**  Collection  of  the 
capital-stock  or  annual  license  tax  paid  by  domestic  corporations 
is  by  the  state  auditor.*  Collection  of  the  general  property  tax 
on  all  property  not  assessed  by  the  Board  of  Public  Works  is  by 
county  sheriflfs^  and  city  or  town  treasurers. 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND   STATUTES. 

Constitution.'' 

"Taxation  shall  b§  equal  and  imiform  throughout  the  State, 
and  all  property,  both  real  and  personal,  shall  be  taxed  in  propor- 
tion to  its  value,  to  be  ascertained  as  directed  by  law.  No  one 
species  of  property,  from  which  a  tax  may  be  collected,  shall  be 
taxed  higher  than  any  other  species  of  property  of  equal  value; 
but  property  used  for  educational,  literary,  scientific,  religious,  or 
charitable  piuposes,  all  cemeteries,  and  public  property  may,  by 
law,  be  exempted  from  taxation.  The  legislattu'e  shall  have  power 
to  tax,  by  uniform  and  equal  laws,  all  privileges  and  franchises  of 
persons  and  corporations."* 

"The  legislature  may,  by  law,  authorize  the  corporate  author- 
ities, of  cities,  towns,  and  villages,  for  corporate  piuposes,  to  assess 
and  collect  taxes;  but  such  taxes  shall  be  uniform,  with  respect 
to  persons  and  property  within  the  jurisdiction  of  the  authority 
imposing  the  same.'*/ 

"The  legislature  shall  levy  an  annual  capitation  tax  of  one 
dollar  upon  each  male  inhabitant  of  the  State  who  has  attained 
the  age  of  twenty-one  years,  which  shall  be  annually  appropriated 
to  the  support  of  free  schools.  Persons  afflicted  with  bodily  infirm- 
ity may  be  exempted  from  this  tax."  ^ 

"The  power  of  taxation  of  the  legislatiu*e  shall  extend  to  pro- 
visions for  the  payment  of  the  state  debt  and  interest  thereon, 
the  support  of  free  schools,  and  the  payment  of  the  annual  esti- 
mated expenses  of  the.  State;  but  whenever  any  deficiency  in  the 
revenue  shall  exist  in  any  year,  it  shall,  at  the  regular  session 

«  Code,  sec.  785,  as  amended  by  l^ws  1907,  chap.  48;  Code,  sec.  1052;  Laws  1907, 
chap.  82,  sec.  145. 

&  Code,  sec.  1051. 

c  Code,  sec.  822. 

Sources  of  revenue  in  West  Virginia: 

Municipal  and  local  districts. — (o)  General  property  tax;  (6)  licenses;  (c)  fines, 
fees,  etc. 

County. — (o)  General  property  tax;  (6)  licenses;  (c)  poll  tax;  (rf)  fines,  fees,  etc. 

State. — (o)  General  property  tax;  (6)  poll  tax;  (c)  inheritance  tax;  (</)  cor^ration 
taxes;  (e)  licenses;  (/)  fines,  fees,  etc. 

<*  Except  as  otherwise  inflicated,  references  are  to  the  constitution  of  the  State  as 
contained  in  West  Virginia  Code,  Annotated,  1906. 

«  Constitution,  Art.  X,  sec.  i. 

/  Ibid.,  Art.  X,  sec.  9. 

0  Ibid.,  Art.  X,  sec.  2. 
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thereof  held  next  after  the  deficiency  occurs  levy  a  tax  for  the 
ensuing  year,  sufficient  with  other  soiuxes  of  income,  to  meet 
such  deficiency,  as  well  as  the  estimated  expenses  of  such  year."  ^ 

Among  other  items,  "the  proceeds  of  any  taxes  that  may  be 
levied  on  the  revenues  of  any  corporation  *  *  *  shall  be 
annually  applied  to  the  support  of  free  schools  throughout  the 
State."* 

"The  legislature  shall  not  pass  local  or  special  laws  *  *  * 
releasing  taxes."  * 

In  each  coimty,  the  "coimty  coiul,"  composed  of  three  com- 
missioners elected  by  the  voters  of  the  county,  has  authority  to 
"levy  and  disbiu'se  the  county  levies."  ^ 

Statutes.  * 
General  Property  Tax. 

Domestic  and  foreign  corporations,  except  public-service  cor- 
porations, pay  locally  the  general  property  tax  for  state  and  local 
purposes.^  Operating  property  of  public-service  corporations  is 
assessed  by  the  Board  of  Public  Works.  All  other  property 
is  assessed  locally  for  state  and  local  purposes.  Taxable  property 
is  assessable  at  "true  and  actual  value. "^  This  term  is  defined 
by  statute  as  "  the  price  for  which  such  property  would  sell  if  vol- 
untarily offered  for  sale  by  the  owner  thereof,  upon  such  terms  as 
such  property,  the  value  of  which  is  sought  to  be  ascertained,  is 
usually  sold  and  not  the  price  which  might  be  realized  if  such  prop- 
erty was  sold  at  a  forced  sale. "  In  practice  property  generally  is 
assessed  at  about  70  per  cent  of  actual  value.* 

The  statutory  definition  of  real  property  includes  lands,  tene- 
ments, and  hereditaments,  and  all  rights  and  interests  therein, 
except  chattel  interests  and  chattels  real  not  included  in  the 
valuation  of  the  land.^  The  statutory  definition  of  "personal 
property"  includes  all  fixtures  attached  to  the  land,  if  not  in- 
cluded in  the  valuation  of  the  land;  all  things  of  value  movable 
and  tangible;  all  chattels  real  and  personal;  all  money,  credits 
and   investments.*    Where  a  person  or  corporation  other  than 

a  Constitution,  Art.  X,  sec.  5. 

6  Ibid.,  Art.  XII,  sec.  4. 

c  Ibid.,  Art.  VI,  sec.  39. 

<*  Ibid.,  Art.  VIII,  sees.  22-24. 

<  Except  as  otherwise  indicated,  references  herein  are  to  West  Virginia  Code, 

Annotated,  1906. 
/  Code,  sees.  761,  76a,  778,  781,  791. 

g  Ibid.,  sec.  696,  as  amended  Laws  1907,  chap.  80. 

h  Letter  of  State  Tax  Commissbner,  Dec.  9,  1914. 

*  Code,  sec.  745. 
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the  owner  of  the  surface  land  becomes  the  owner  of  any  other 
estate  in  the  coal,  oil,  gas,  ore,  etc.,  on  the  property,  the  respective 
interests  are  assessed  to  the  several  owners  thereof.**  "Money" 
includes  not  only  coin,  but  all  notes,  tokens  or  papers  circulating 
as  money  or  currency,  and  deposits  payable  in  money  on  demand. 
The  term  ''credits"  includes  all  claims  and  demands  owing  upon 
bonds,  notes,  certificates,  book  accoimts  or  otherwise,  and  whether 
due  or  not,  whether  payable  in  money,  property,  labor,  or  services. 
''Investments"  include  stocks,  bonds,  and  securities  of  the  United 
States,*  this  State,  or  any  other  State  or  government,  or  of  any 
city,  town,  railroad  or  other  corporation;  and  any  share,  portion, 
interest,  or  stock  in  the  capital,  joint  fund,  assets,  or  profits  of  any 
company,  whether  incorporated  or  not,  or  in  a  steamboat  or  other 
vessel,^  or  in  any  business  or  imdertaking.^ 

Personal  property  of  individuals,  as  a  rule,  is  assessed  and  taxed 
at  the  residence  of  the  owner,  but  personal  property  belonging  to 
residents  of  this  State  which  is  permanently  located  in  another 
State  and  there  subject  to  taxation  and  actually  taxed  is  not  tax- 
able in  West  Virginia.*  Moneys,  credits,  and  investments  subject 
to  taxation  are  listed  in  the  district  in  which  the  owner  resides 
whether  the  property  involved  or  the  evidence  thereof  be  in  or 

«  Code,  sec.  723. 

Under  the  tisual  method  employed  by  operators  of  coal  mines  a  coal  company 
contracted  with  the  owner  of  land  to  mine,  etc.,  coal  therefrom  for  30  years,  with 
privilege  of  renewal,  paying  therefor  10  cents  per  ton  mined.  The  state  tax  com- 
missioner claimed  this  mining  right  was  a  chattel  real  and  taxable  as  personal  prop- 
erty to  the  coal  company,  asserting  further  that  there  was  a  value  of  $200,000,000  in 
mining  leaseholds  in  the  State  which  had  xiot  been  charged  with  taxes.  The  company 
claimed  that  its  right  was  not  a  chattel  real,  not  personalty,  but  real  estate,  and  could 
not  be  charged  to  it  as  personal  property,  but  could  be  charged  only  as  real  estate  to 
the  owner  of  the  land  itself,  and  that  the  charge  of  the  tax  to  the  owner  covers,  in- 
cludes, the  right  of  the  company. 

Held  that  such  interests  are  leaseholds  and  taxable  as  chattels  real  to  the 
lessees.  Chattels  real,  not  being  ''movable  and  tangible''  and  not  being  mentioned 
for  taxation  in  the  prior  law,  were  not  taxable.  The  1905  law  mentions  them  by 
name.  The  statute  has  never  in  words  required  chattels  real  to  be  separately  assessed 
until  the  act  of  1905;  that  act  makes  them  specific  subjects  of  taxation.  No  matter 
how  many  quantities  or  interests  in  land  there  may  be,  the  State  can,  if  it  choose,  tax 
each  separately.    Harvey  Coal  &  Coke  Co.  v.  Dillon,  59  W.  Va.,  605  (1905). 

&  Making  the  word  "investments"  include  securities  of  the  United  States  does  not 
tax  those  things  which  are  exempt.  It  only  means  to  define  "  investments ' '  by  saying 
what  it  covers,  and  does  not  per  se  assess  taxes.    Old  Nat'l.  Bank  v.  State,  58  W.  Va., 

559  (1905)- 

c  Owners  of  ships  and  vessels  may  be  taxed  for  the  support  of  the  state  government 

to  the  extent  of  their  interest  in  the  same,  for  the  value  of  the  property.  Assess- 
ments of  the  kind,  when  levied  for  municipal  ptuposes,  must  be  made  against  the 
owner  of  the  property  and  can  only  be  made  in  the  municipality  where  the  owner 
resides.    Transportation  Co.  v.  Wheeling,  99  U.  S.,  273,  279  (1878). 

<*  Code,  sec.  746. 

^  Ibid.,  sec.  747. 
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out  of  the  State.**  Capital,  money,  and  intangible  property,  em- 
ployed in  any  trade  or  business  other  than  agriculture,  is  assessed 
for  taxation  in  the  taxing  district  wherein  the  principal  office  for 
the  transaction  of  business  of  the  corporation  is  located,  or  if 
there  be  no  such  office,  then  in  the  district  where  the  operations  are 
carried  on.*    All  property  is  assessed  aimually.* 

Debts  are  deductible  from  money,  credits,  or  investments  only.^ 
Property  used  for  pubUc,  educational,  library,  religious,  hospital, 
burial,  and  charitable  purposes  is  exempt  from  taxation.  * 

Capital  Stock  or  Annual  License  Tax. 

Domestic  corporations  are  required  to  pay,  in  addition  to  the 
general  property  tax,  an  annual  license  tax  to  the  State  for  state 
purposes,  based  on  authorized  capital  stock.  A  domestic  corpo- 
ration is  defined  as : 

(a)  One  incorporated  under  the  laws  of  this  State; 

(6)  One  incorporated  imder  the  laws  of  Virginia  prior  to  June  20, 
1863,  and  which  has  its  principal  place  of  business  and  chief  works, 
if  it  have  chief  works,  in  West  Virginia. 

A  resident  corporation  is  defined  as  a  domestic  corporation  whose 
principal  place  of  business  and  chief  works,  if  it  have  chief  works, 
are  located  in  the  State.  /  Every  such  corporation  is  required  to 
pay  an  annual  license  tax  which  varies  from  $10,  when  the  author- 
ized capital  stock  is  $5,000  or  less,  to  $170,  when  the  authorized 
capital  stock  is  $1,000,000,  with  $60  additional  tax  for  each 
$1 ,000,000  additional  capital  stock.  ^ 

A  Code,  sec.  748,  as  amended  by  Laws  1907,  chap.  80. 

&  Ibid.,  sees.  744,  748,  as  amended  by  Laws  1907,  chap.  80. 

c  Ibid.,  sec.  698. 

d  Ibid.,  sec.  751,  as  amended  by  Laws  1907,  chap.  80. 

«  Ibid.,  sec.  741. 

/Ibid.,  sec.  1046. 

Q  Ibid.,  sec.  1048,  as  amended  by  Laws  1909,  chap.  68. 
When  the  authorized  capital  stock  is — 

$5,000  or  less,  the  tax  is $10 

More  than  $5,000  and  not  more  than  $10,000 15 

More  than  $10,000  and  not  more  than  $25,000 20 

More  than  $25,000  and  not  more  than  $50,000 25 

More  than  $50,000  and  not  more  than  $75,000 45 

More  than  $75,000  and  not  more  than  $100,000 50 

More  than  $100,000  and  not  more  than  $125,000 55 

More  than  $125,000  and  not  more  than  $150,000 60 

More  than  $150,000  and  not  more  than  $175,000 70 

More  than  $175,000  and  not  more  than  $200,000 75 

More  than  $200,000  and  not  more  than  $300,000 90 

More  than  $300,000  and  not  more  than  $400,000 105 

More  than  $400,000  and  not  more  than  $500,000 120 

More  than  $500,000  and  not  more  than  $1,000,000 170 

If  more  than  $1,000,000,  $170,  and  $60  on  each  $1,000,000  or  fraction  thereof  in 
excess  of  $1,000,000. 
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A  nonresident  corporation  is  defined  as  a  domestic  corporation 
whose  principal  place  of  business  or  chief  works  is  located  without 
the  State.  Every  such  corporation  is  required  to  pay  to  the  State 
for  state  purposes  an  annual  license  tax  which  varies  from  $15, 
when  the  authorized  capital  stock  is  $10,000  or  less,  to  $675,  when 
the  authorized  capital  stock  is  more  than  $4,000,000,  with  $50 
additional  tax  on  each  $1 ,000,000  authorized  capital  stock  in  excess 
of  $4,000,000.* 

Every  foreign  corporation,  except  express,  telegraph,  and 
telephone  companies  owning  lines  in  the  State,*  pays  an  annual 

fl  Code,  sec.  1050. 
When  the  authorized  capital  stock  is — 

$10,000  or  less,  the  tax  is $15 

More  than  $10,000  and  not  more  than  $35,000 30 

More  than  $25,000  and  not  more  than  $50,000 30 

More  than  $50,000  and  not  more  than  $75,000 40 

More  than  $75,000  and  not  more  than  $100,000 50 

More  than  $100,000  and  not  more  than  $1,000,000 50 

and  an  additional  25  cents  on  each  $1,000  or  fraction  thereof  in  excess  of 
$100,000. 

More  than  $1,000,000  and  not  more  than  $2,000,000 375 

and  an  additional  20  cents  on  each  $1,000  or  fraction  thereof  in  excess  of 
$1,000,000. 

More  than  $2,000,000  and  not  more  than  $4,000,000 475 

and  an  additional  10  cents  on  each  $1,000  or  fraction  thereof  in  excess  of 
$2,000,000. 

More  than  $4,000,000 675 

and  an  additional  $50  on  each  $1,000,000  or  fraction  thereof  in  excess  of 
$4,000,000. 
The  legislature  of  1885  imposed  a  much  heavier  license  tax  on  domestic  corpora- 
tions having  their  principal  place  of  business  or  chief  works  outside  the  State  than  on 
those  having  the  same  located  within  the  State.  The  appellant  company,  a  West 
Virginia  corporation  with  principal  office,  place  of  business,  and  chief  works  in  New 
York,  contended  that  the  provision  violated  the  uniformity  clause  of  the  state  con- 
stitution and  also  the  Fourteenth  Amendment  of  the  United  States  Constitution. 

The  court  held  that  as  to  the  two  classes  of  domestic  corporations,  resident  and 
nonresident,  one  contributes  to  the  wealth  and  development  of  the  State,  while  the 
other  contributes  nothing  in  this  respect.  One  class  subjects  its  property  to  ordinary 
taxation  within  the  State,  the  other  does  not.  It  is  necessary  to  classify  them  in 
order  to  make  each  bear  its  proper  share  of  the  burden  of  taxation,  and  the  classifica- 
tion is  made  for  that  purpose  and  no  other.  All  such  classifications  are  held  to  be 
legal,  for  uniformity  and  equality  in  the  imposition  of  the  burden  of  taxation  can 
only  be  attained  and  effectuated  by  such  classification.  Blue  Jacket  Consolidated 
Copper  Co.  v.  Scherr,  Auditor,  50  W.  Va.,  533  (1901). 

^  There  is  no  law  specifically  exempting  such  companies  from  payment  of  the  tax 
imposed  under  sec.  1052,  Code  1906,  but  the  state  auditor  has  ruled  and  the  practice 
has  been  that  where  express,  telegraph,  and  telephone  companies  have  mileage  in 
this  State  such  companies  pay  their  license  taxes  under  sec.  145,  chap.  82,  Acts  1907, 
and  are  excused  from  capital-stock  tax.    Such  telegraph  and  telephone  companies 
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license  tax  based  on  the  proportion  of  the  capital  stock  represented 
by  its  property  owned  or  used  in  the  State.  If  the  assessed  value 
of  its  property  located  in  the  State  amounts  to  $5,000  or  more, 
the  rates  prescribed  for  resident  corporations  apply;  but  if  the 
assessed  value  of  its  property  in  the  State  amounts  to  less  than 
$5,000,  then  the  rates  prescribed  for  nonresident  corporations 
apply.  In  any  event,  each  such  corporation  is  required  to  pay  an 
annual  license  tax  of  not  less  than  $100.  These  corporations 
make  annual  reports  to  the  auditor,  who  assesses  and  fixes  the 
amotmt  of  the  license  tax  and  notifies  every  such  corporation  of 
the  amotmt  assessed.** 

Steam  and  Electric  Railroads. 

Domestic  and  foreign  steam  and  electric  railroads  pay  to  the 
State  for  state  and  local  purposes  the  general  property  tax  on 
operating  property,  including  franchise  value,  and  locally  for  state 
and  local  purposes  the  general  property  tax  on  property  not  used 
in  operation.^  In  addition,  they  pay  to  the  State  for  state  purposes 
the  capital-stock  or  annual  license  tax.* 

Operating  property  of  railroads  is  assessed  by  the  Board  of 
Public  Works,  assisted  by  the  state  tax  commissioner.  **  All  other 
property  is  assessed  locally.' 

For  assessment  purposes,  the  operating  property  of  railroads 
may  be  said  to  be  classified  as  distributive  and  localized.  Dis- 
tributive property  consists  of  franchise  value,  rolling  stock, 
roadbed,  rails,  culverts,  and  all  strictly  right-of-way  super- 
structure. Localized  property  includes  terminals,  depots,  shops, 
and  other  railroad  buildings,  and  grounds,  tools,  machinery,  etc. 
Railroad  bridges  charging  separate  fares  or  tolls  are  assessed  by 
the  Board  of  Public  Works,  but  such  assessments  are  made  inde- 
pendently of  other  railroad  property.' 

-  -  ^W^^l^— M^  ■     -     -  -^  Mil 

• 

as  are  foreign  corporations  admitted  to  do  business  in  West  Virginia,  and  which  own 
no  mileage  in  the  State,  pay  license  taxes  under  sec.  1052,  Code  1906. 

Most,  if  not  all,  express  companies  doing  business  in  this  State  are  unincorporated, 
and  therefore  do  not  fall  in  class  of  companies  mentioned  in  sec.  1052  of  the  Code. 

The  American  Telegraph  &  Telephone  Co.,  a  foreign  corporation,  owns  no  lines  in 
West  Virginia  but  operates  over  the  Chesapeake  &  Potomac.  They  are  taxed  under 
sec.  1052. 

9  Code,  sec.  1052. 

^  Ibid.,  sees.  783-788. 

<^  Ibid.,  sees.  1046;  1048,  as  amended  Laws  1909,  chap.  68;  1050;  1052. 

^  Ibid.,  sees.  674,  778. 

Report  of  tax  commissioner,  1906,  p.  31. 

«  Ibid.,  sec.  791. 

/  Code,  sec.  770,  as  amended  Laws  1907,  chap.  80;  778. 
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The  assessment  of  railroad  property  by  the  Board  of  Public 
Works  is  based  largely  on  data  submitted  by  the  tax  commis- 
sioner, which  data  includes  the  annual  reports  from  railroads 
and  such  other  information  as  the  tax  commissioner  may  be  able 
to  obtain.^ 

The  method  of  assessment  consists  in  valuing  each  railroad 
system  as  a  imit,  namely,  by  finding  the  aggregate  value  of  the 
entire  system.  This  is  determined  by  a  consideration  of  the 
market  value  of  stock  and  bonds,  the  reproduction  cost,  the  earn- 
ings and  profits,  the  character  of  business,  and  other  factors  which 
may  add  to  or  detract  from  the  supposed  aggregate  value.  * 

Having  thus  ascertained  the  aggregate  value  of  the  entire  sys- 
tem, the  value  taxable  in  West  Virginia  is  then  determined  by 
taking  that  proportion  of  the  aggregate  value  which  the  main- 
track  mileage  within  the  State  bears  to  the  total  main-track  mile- 
age wherever  located.*^  From  this  is  deducted  the  value  of  the 
localized  property,  and  the  remainder  equals  the  value  of  distribu- 
tive property.  The  value  of  localized  property  is  assigned  directly 
to  the  counties  wherein  it  is  located,  and  the  value  of  distributive 

a  Code,  sees.  768,  as  amended  Laws  1909,  chap.  67;  769;  778.  Proceedings  of  Fourth 
Annual  Conference  of  National  Tax  Association,  1910,  pp.  257  et  seq. 

^  "To  ascertain  the  true  and  actual  value  of  the  property  of  a  railroad  company,  for 
instance,  the  board  took  into  consideration  the  cost  of  reproducing  such  property, 
its  earnings  and  profits,  the  character  of  its  business,  its  location,  the  par  and  market 
value  of  its  stocks  and  bonds,  and,  so  far  as  it  could,  every  element  and  condition, 
which  added  to  or  detracted  from  its  supposed  value.  This  it  was  certainly  author- 
ized to  do  under  the  law,  as  it  can  not  be  well  understood  how  the  board  could  assess 
railroad  property  at  its  true  and  actual  value  imless  it  took  into  consideration  each 
and  every  element  which  went  to  make  up  the  railroad  as  a  going  and  operating 
unit.    *    *    * 

"  The  board  treated  each  railroad  as  a  unit,  following  the  idea  laid  down  by  Justice 
Miller  of  the  Supreme  Court  of  the  United  States,  in  the  Railroad  Tax  Cases  (92  U.  S., 
608,  187s).    *    *    * 

"  It  is  also  contended  that  the  assessment  of  railroads  for  the  year  1906  covers  the 
franchise  values  of  railroads,  which,  it  is  claimed,  is  not  authorized  by  our  present 
statute.  It  is  contended  that  while  oiu*  constitution  provides  that  the  legislature 
may  tax  the  franchises  of  corporations,  that  the  legislature  has  not  made  provision 
that  it  should  be  done,  and  therefore  the  values  placed  upon  the  railroads,  being  the 
market  value  of  properties,  including  every  element  which  goes  to  make  up  values, 
would  necessarily  include  its  franchise  and  rights  to  do  business,  and  is  therefore 
illegal.  This  theory  is  not  borne  out  by  a  fair  and  reasonable  construction  of  the 
statute.  The  legislatttre  having  provided  that  railroads  be  assessed  at  their  true 
and  actual  value;  that  is,  at  what  they  will  seU  for  in  the  market,  would  certainly 
mean  that  if  the  franchises  had  any  value  that  it  should  be  included  in  the  assess- 
ment, and  this  theory  the  board  of  public  works  accepted  as  a  proper  construction 
of  the  law ,  and  it  is  borne  out  by  the  decisions  of  many  courts  on  the  subject .  * '  Report 
of  State  Tax  Commissioner,  1905-6,  pp.  29-32. 

0  Interview  with  state  tax  officials,  December,  19 14. 
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property  is  apportioned  among  the  various  counties  through  which 
the  road  operates  on  the  basis  of  the  mileage  value  of  main  track, 
side  track,  and  branches  located  in  each.**  A  reapportionment 
is  then  made  on  a  similar  basis  to  the  municipalities  and  minor  tax- 
ing districts  by  the  coimty  cotut  in  each  county.* 

Each  railroad  company  is  required  to  report  annually  to  the 
state  tax  commissioner  complete  data  with  respect  to  its  capital- 
ization, earnings,  profits,  and  the  value  and  location  of  its  property. 
The  tax  commissioner  is  required  to  examine  and  submit  these 
reports  to  the  board  of  public  works,  with  such  supplemental  data 
as  he  may  be  able  to  obtain.*' 

Telegraph  and  Telephone  Companies. 

Domestic  and  foreign  telegraph  and  telephone  companies  pay 
to  the  State  for  state  and  local  ptuposes  the  general  property  tax  on 
property  used  in  operation.^  In  addition,  domestic  and  certain 
foreign  corporations  of  these  classes  pay  to  the  State  for  state 
purposes  the  capital-stock  or  annual  license  tax,«  and  foreign  cor- 
porations owning  lines  within  West  Virginia  pay  a  wire  mileage 
tax  to  the  State  for  state  purposes.'  • 

Assessments  of  these  companies  are  made  by  the  Board  of 
Public  Works  under  similar  law  and  in  practically  the  same  man- 
ner as  described  above  under  railroads.^  After  the  assessed  val- 
uation of  the  property  within  the  State  has  been  determined,  it 
is  then  apportioned  to  the  counties  by  the  state  board  in  propor- 

<i"l  recall  one  railroad  valued  at  over  seventy-five  millions  of  dollars.  We  dis- 
tributed that  valuation  largely  according  to  the  method  suggested  by  Mr.  Polleys. 
For  instance,  take  the  buildings  along  the  line.  We  give  to  each  taxing  district  in 
which  these  buildings  are  situated  the  value  of  that  particular  building,  wherever 
found;  we  give  to  each  taxing  district  the  value  of  the  tools  and  the  value  of  the 
machinery  in  which  they  are  situated.  After  we  take  that  from  the  total,  then  we 
give  the  remainder  of  the  valuation  to  the  different  districts  according  to  the  mileage 
situated  in  the  districts,  and  we  include  in  that  the  main  line,  second  track,  and 
branches,  that  gives  to  the  taxing  district  that  has  the  terminal  the  benefit  of  the 
track  in  that  terminal."  (Mr.  T.  C.  Townsend,  Proceedings  of  Fourth  Annual  Con 
ference  of  National  Tax  Association,  1910,  p.  259-) 

^  Code,  sec.  780. 

c  Ibid.,  sees.  768,  as  amended  Laws  1909,  chap.  67;  769;  778.  Proceedings  of  Fourth 
Annual  Conference  of  National  Tax  Association,  19 10,  pp.  257*  et  seq. 

^  Ibid.,  sec.  785,  as  amended  Laws  1907,  chap.  48. 

«  Ibid.,  sees.  1046;  1048,  as  amended  Laws  1909;  chap.  68;  1050;  1052. 

Domestic  and  foreign  telegraph  and  telephone  companies  pay  also  to  the  State  a 
small  aimual  fee  toward  the  maintenance  of  the  public-service  commission.  I^aws 
1913,  chap.  9. 

/  Laws  1907,  chap.  82,  sees.  141-146. 

9  Code,  sees.  774,  778,  780,  781,  783,  788,  789. 
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tion  to  the  physical  property  of  telegraph  and  telephone  companies 
situated  in  each,  and  a  reapportionment  by  coimty  comls  on  the 
same  basis  is  made  to  the  localities  within  the  counties.*  Prop- 
erty not  used  in  operation  is  assessed  locally.^  The  rate  of  the 
mileage  tax  paid  by  foreign  telegraph  and  foreign  telephone  toll 
companies  owning  lines  within  the  State  is  $i  per  mile  of  pole 
line.  ^  The  minimum  amount  of  this  mileage  tax  is  $ioo.^  Foreign 
corporations  which  own  no  lines  within  the  State  pay  the  minimum 
rate,  $ioo,  prescribed  under  the  capital-stock  tax.* 

Each  company  of  the  above-named  classes  is  required  to  report 
annually  to  the  state  tax  commissioner  complete  data  with  respect 
to  capitalization,  character  and  mileage  of  poles  and  lines,  and 
any  other  information  which  may  be  of  use  to  the  Board  of 
Public  Works  in  determining  the  true  and  actual  value  of  the 
property.^ 

Express,  Car,  and  Pipe-Line  Companies. 

• 

Domestic  and  foreign  express,  car,  and  pipe-line  companies  pay 
to  the  State  for  state  and  local  purposes  the  general  property 
tax. on  all  property  used  in  operation,^  and  locally  the  general 
property  tax  for  state  and  local  ptuposes  on  property  not  used  in 
the  business.^  In  addition,  domestic  and  foreign  car  and  pipe- 
line companies  and  domestic  express  companies  pay  to  the  State 
for  state  puirposes  the  capital-stock  or  annual  license  tax  *  and 
foreign  express  companies  a  route  mileage  tax.* 

o  Code,  sees.  780,  781. 

^  Ibid.,  sec.  791. 

c  There  is  no  law  specifically  exempting  such  foreign  corporations  from  the  payment 
of  the  capital-stock  tax  (Code,  1906,  sec.  1052),  "but  the  state  auditor  has  ruled  and 
the  practice  has  been  that  where  express,  telegraph,  and  telephone  companies  have 
mileage  in  this  State  such  companies  pay"  the  license  tax  above  described.  Inter- 
view with  state  tax  officials,  December,  1914. 

^  Laws  1907,  chap.  82,  sees.  141-146. 

«  Code,  sec.  1052. 

/  Ibid.,  sees.  768,  774. 

ff  Ibid.,  sec.  785,  as  amended  Laws  1907,  chap.  48. 

^  Ibid.,  sees.  1046;  1048,  as  amended  by  Laws  1909,  chap.  68;  1050;  1052. 

Express,  car,  and  pipe-line  companies  pay  also  to  the  State  a  small  annual  fee  toward 
the  maintenance  of  the  State  Public  Service  Commission.    Laws  19 13,  chap.  9. 

*  Laws  1907,  chap.  82,  sec.  145. 

"Most,  if  not  all,  of  the  express  companies  doing  business  in  this  State  are  unin- 
corporated, and  therefore  do  not  fall  in  the  class  of  companies  mentioned  in  Code, 
sec.  1052."  This  section  of  the  Code  applies  the  capital-stock  tax.  Interview  with 
state  tax  officials,  December,  1914. 
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The  assessments  of  express  and  pipe-line  companies  are  made 
by  the  same  board  in  practically  the  same  manner  and  mider 
authority  of  the  same  law  which  provides  for  the  assessment  of 
railroads.  Apportionment  of  the  value  of  pipe-line  property  is 
made  by  the  state  board  to  the  counties  in  proportion  to  the 
value  of  physical  property  located  in  each.  Reapportionment  is 
then  made  on  the  same  basis  by  the  county  board  to  the  munici- 
palities and  other  minor  taxing  districts.  Apportionment  of  valua- 
tions of  express  companies  to  both  the  counties  and  minor  taxing 
districts  is  made  by  the  board  according  to  the  track  mileage  used. 

Car  line  companies  are  assessed  by  the  state  board  on  the  value 
of  the  average  number  of  cars  used  in  the  State.*  These  values, 
when  determined,  are  arbitrarily  apportioned  by  the  board  to 
the  counties. 

Each  company  of.  the  above-named  classes  is  required  to 
report  annually  to  the  state  tax  commissioner  complete  data 
with  respect  to  capitalization,  earnings,  property  owned,  and 
any  other  mformation  which  may  be  of  use  to  the  Board  of 
Public  Works  in  determining  the  true  and  actual  value  of  the 
property.  * 

The  rate  of  the  route  mileage  tax  paid  by  foreign  express  com- 
panies is  $1.50  per  mile  of  road  over  which  such  companies  carry 
expressage.^  The  minimum  route  mileage  tax  on  express  com- 
panies is  $100. 

Gas,  Water,  and  Electric  Light  Companies. 

Domestic  and  foreign  gas,  water,  and  electric  light  companies 
pay  to  the  State  for  state  and  local  purposes  the  general  property 
tax  on  property  used  in  operation,  including  franchise  value,  ^  and 
locally  the  general  property  tax  for  state  and  local  pmposes  on  all 
property  not  used  in  the  business.*  In  addition  they  pay  to  the 
State  for  state  purposes  the  capital-stock  or  annual  license  tax./ 

— ^ — _ —  —  w   '•  . 

a  Example:  All  cars  operated  in  this  State  by  a  given  company  make  during  the 
year  365,000  miles;  they  make  in  one  day  1,000  miles;  average  mileage  per  car  per 
day,  150  miles;  number  of  cars  assessable  in  State  of  West  Virginia,  6^;  value  per 
car,  $750;  total  assessment  in  State,  $5,000.     Interview  with  state  tax  officials,  1914. 

^  Code,  sees.  768,  as  amended  Laws  1909,  chap.  67;  771,  772,  773. 

c  Laws  1907,  chap.  82,  sec.  145. 

<^Code,  sec.  785,  as  amended  Laws  1907,  chap.  48. 

«Ibid.,  sec.  791. 

/Ibid.,  sees.  1046;  1048,  as  amended  Laws  1909,  chap.  68;  1050;  105a. 

Companies  of  this  class  pay  also  to  the  State  a  small  annual  fee  toward  the  mainte* 
nance  of  the  State  Public  Service  Commission.     Laws  19 13,  chap.  9. 

85308 '*— 15 7 
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Assessment  of  operating  property  is  made  by  the  Board  of 
Public  Works.*  It  is  based  on  annual  reports  from  the  compa- 
nies and  upon  other  information  gathered  by  the  state  tax  com- 
missioner.* The  method  of  assessment  is  to  determine  the  valua- 
tion of  the  property  as  a  whole,  no  attempt  being  made  to  value 
the  items  of  property  separately,  but  all  elements  which  influence 
value,  such  as  stock,  bonds,  earning  capacity,  cost  of  construc- 
tion, etc.,  are  given  consideration.  Apportionment  to  the  coimties 
is  made  by  the  Board  of  Public  Works  in  proportion  to  the 
value  of  physical  property  located  in  each,  and  by  county  courts 
to  the  localities  within  the  county  on  the  same  basis.*' 

Each  company  of  the  above-named  classes  is  required  to  report 
annually  to  the  state  tax  conunissioner  complete  data  as  to  capi- 
talization, pipes,  pumping  stations,  and  property  of  every  kind 
and  any  other  information  which  may  be  of  use  to  the  Board 

• 

of  Public  Works  in  determining  the  true  and  actual  value  of  the 
property.* 

Manufacturing,   Mercantile,   Mining,   and  Miscellaneous  Corpora- 
tions. 

Domestic  and  foreign  manufacturing,  mercantile,  mining,  and 
miscellaneous  corporations  pay  locally  the  general  property  tax 
for  state  and  local  purposes.  In  addition  they  pay  to  the  State  for 
state  purposes  the  capital-stock  or  annual  license  tax.^'  Real  and 
tangible  personal  property  is  assessed  where  located,  and  intangi- 
ble property  is  assessed  at  the  principal  office  or  place  of  business 
of  the  corporation.'  The  local  assessor  in  making  assessments 
relies  largely  upon  detailed  annual  reports  from  the  corporations. 

«Code,  sees.  772,  778;  Laws  1913,  chap.  9.  • 

&  Ibid. I  sec.  768,  as  amended  Laws  1909,  chap.  67;  772;  778;  Laws  19131  chap.  9. 

<^Ibid.,  sees.  768,  780,  781. 

^'Ibid.i  sees.  1046;  1048,  as  amended  Laws  1909,  chap.  68;  1050;  1052. 

«Ibid.,  sec.  762. 

Plaintiff,  a  domestic  corporation,  engaged  in  mining  and  marketing  coal  had  its 
chief  works  and  general  offices  in  Logan  County,  where  it  mined  coal  which  was  trans- 
ported by  rail  to  Htmtington  in  Cabell  County,  thence  in  barges  by  means  of  towboats 
to  a  point  in  Ohio,  where  the  coal  was  reloaded  on  railroad  cars  for  distribution  to 
market.  It  appeared  that  the  boats  and  barges  never  were  located  in  Cabell  County 
but  were  at  the  dump  or  tipple  for  only  a  day  or  so  while  being  loaded.  Held :  Under 
the  statute  of  West  Virginia,  these  vessels  were  not  taxable  in  Cabell  County  but  were 
taxable  as  personal  property  in  Logan  Cotmty,  the  local  habitat  of  the  corporation, 
where  the  company  kept  its  principal  office.  Island  Creek  Fuel  Co.  v,  Harshbarger, 
73  W.  Va.  397  (1913). 
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Hydroelectric  Corporations. 

Domestic  and  foreign  hydroelectric  'corporations  pay  the  gen- 
eral property  tax  locally  for  state  and  local  purposes.*  In  addi- 
tion they  pay  to  the  State  for  state  purposes  the  capital-stock  or 
annual  license  tax,*  and  companies  not  selling  energy  pay  a 
license  tax  of  one- twelfth  of  i  per  cent  per  month  on  their  authorized 
capital.  The  total  amoimt  paid  per  annum,  however,  can  not  be 
less  than  $500  nor  more  than  $5,000.  After  such  companies  have 
begun  to  sell  energy  they  no  longer  pay  the  tax  on  authorized 
capital  stock,  but  instead  pay  to  the  State  for  state  purposes  i 
per  cent  on  their  gross  income*'  from  the  sale  of  power.  The 
amount  of  this  tax  is  determined  by  the  state  tax  commissioner 
from  reports  by  the  corporations.*' 

Toll  and  Bridge  Companies. 

Each  road,  toll  bridge,  and  ferry  upon  which  a  toll  or  fare  is 
charged  pays  the  general  property  tax  assessed  locally  as  realty 
for  state  and  local  purposes,  at  ten  times  its  annual  rental  value.* 
In  addition  companies  of  these  classes  pay  to  the  State  for  state 
purposes  the  capital-stock  or  annual  license  tax.* 

Special  Land  Tax. 

Corporations  holding  more  than  10,000  acres  of  land  in  West 
Virginia  are  required  to  pay  a  special  tax  of  5  cents  on  each  acre 
in  excess  of  that  amount.^  This  tax  is  paid  but  once,  unless  there 
is  a  change  of  ownership.^ 

oCode,  sees.  761,  762. 

6  Ibid.,  sees.  1046;  1048,  as  amended  Laws  1909,  chap.  68;  1050;  1052. 

c"That  income  which  should  be  derived  by  such  corporation  from  the  sale  of  its 
electrical  or  other  energy  or  power  either  within  or  without  the  State,  whether  direct 
or  through  any  distributing  or  affiliated  company  or  agency.''  I^aws  1913,  chap.  11, 
sec.  16. 

^^Laws  1913,  chap.  11,  sees.  16,  18. 

«Code,  sec.  760. 

The  statute  directs  that  these  companies  shall  be  assessed  "at  ten  times  their  annual 
value,"  but  this  phrase  is  interpreted  by  tax  officials  to  mean  annual  rental  value, 
the  presumption  being  that  the  legislature  regarded  the  franchise  of  such  companies 
as  an  asset  and  prescribed  the  earnings  method  for  the  purpose  of  ascertaining  the 
value  in  order  that  the  franchise  as  well  as  the  tangible  property  might  be  assessed. 
Interview  with  State  tax  officials,  December,  19 14. 

/  Code,  sec.  1045. 

9  Report  of  State  Auditor,  1903-4,  p.  v. 

The  auditor  states  that  the  force  of  this  act  has  been  largely  defeated  by  the  con- 
struction of  the  word  "land."  Bark,  oil,  and  gas  ".rights"  do  not  come  within  the 
purview  of  the  law,  although  in  many  cases  they  represent  the  only  particular  in  which 
the  land  is  valuable.  In  1910  and  again  in  191 2  the  auditor  recommended  that  the 
tax  be  made  applicable  to  the  holder  of  any  special  as  well  as  absolute  interest  in  lands 
in  excess  of  5,000  acres.     Auditor's  Report,  1909-10,  p.  vi;  1911-12,  p.  6. 
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Stockholders  and  Bondholders. 

When  the  property  or  capital  of  a  corporation  is  assessed  in  West 
Virginia,  or  when  the  corporation  is  located  in  and  its  property  is 
taxed  by  another  State,  the  shares  of  stock  are  not  taxed  in  the 
hands  of  holders.  Bonds "  of  domestic  and  foreign  corporations 
are  taxable  to  the  holders  thereof  .'^ 

Foreign  Corporations. 

The  property  of  foreign  corporations  of  the  classes  herein  treated 
is  assessed  and  taxed  in  the  same  manner  and  for  the  same  pur- 
poses as  similar  domestic  corporations.  *  Several  differences,  how- 
ever, between  the  taxation  of  domestic  and  foreign  corporations 
are  noted  above  with  respect  to  the  capital-stock  and  license  taxes 
paid  by  corporations  of  these  classes.^ 

m.  FINANCIAL  RESXTLTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  ptuposes  derived 
from  corporations  for  191 2  was  approximately  32  per  cent. 

Total  Statb  Receipts,  Taxbs  fiiom  Corporations,  Othbr  Taxbs,  and  Rhcsipts 

FROM  SOURCBS   OTHER  THAN  TaXES,  YEAR  EnDED  SEPTEMBER  30,    I9I2.« 

Total  state  receipts,  all  sources $2,  780,  S48.  05 

State  taxes  from  corporations: 

Railroad  companies $44, 108.  07 

Traction  companies  (electric) 2,  728. 82 

Sleeping  and  freight  car  companies 216. 14 

Express  companies,/  general  property 15a  86 

Telegraph  companies,/  general  property 131-67 

Telephone  companies,/  general  property i,  022.,83 

Oil  and  gas  companies 21, 217. 97 

Water  and  light  companies 717.  66 

Toll  bridge  companies. .  .^ 455. 48 

Banks  ff 4, 638. 31 

Bank  fees 3, 590.  00 

Insurance  companies  (taxes  and  fees) 145, 397. 45 

License  tax  on  charters,  and  statutory  attorneys'  fees.  441,  552.  53 

Total  ascertainable  state  taxes  from  corporations 665, 928.  09 

«  Code,  sees.  747,  750,  762. 

6  Ibid.,  sees.  746,  747. 

<J  Ibid.,  sees.  762,  778. 

^  Ibid.,  $ecs.  762;  778;  1048,  as  amended,  Laws  of  1909,  chap.  68;  1050;  1052;  Laws 
of  1907,  chap.  82,  sees.  141-146. 

«  Biennicil  Report  of  the  Auditor  of  the  State  of  West  Virginia,  1911-12,  pp.  90-91. 

/  The  amount  of  mileage  taxes  collected  from  foreign  express,  telegraph,  and  tele- 
phone companies  was  $5,691.     It  is  not  separately  reported  in  the  auditor's  tables. 

9  Estimated  by  applying  the  state  rate  of  0.25  mill  to  the  assessed  values  of  the 
property  as  shown  in  the  auditor's  report,  1911-12,  p.  68. 
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Other  taxes: 

Liquor  licenses S634, 322. 59 

Business,  etc.,  licenses 166, 540. 37 

Auto-vehicle  licenses 31, 366. 36 

General  property  tax  «  (less  $4,638.31  above  esti- 
mated)    210, 495. 39 

Capitation  tax 195, 939. 18 

Collateral  inheritance  tax 168, 233. 37 

Miscellaneous  taxes i4»  063. 45 

Total  state  taxes  not  from  corporations $1, 420, 960.  71 

Total  taxes  for  state  purposes,  all  sources 2, 086, 888. 80 

Receipts  from  sotu'ces  other  than  taxes: 

State  institutions 438, 797. 94 

Fees,  fines,  etc 151, 162. 49 

Sales  of  lands 9, 583. 16 

Interest  on  bonds 45, 788. 14 

Interest  on  deposits 44, 389. 94 

Miscellaneous  receipts 4, 237.  58 

Total  receipts  from  sources  other  than  taxes 693, 959. 25 

Total  state  receipts,  all  sources 2, 780, 848. 05 

IV.  COMMENTS. 
Historical. 

The  first  constitution  of  West  Virginia,  1863,  established  the 
general  property  tax  with  the  usual  requirements  of  equality 
and  uniformity,  and  by  the  constitution  of  1872  the  legislature 
was  given  additional  authority  to  tax  privileges  and  franchises. 
With  these  limitations,  and  from  a  thoroughly  decentralized 
method  of  taxation,  there  has  gradually  developed  a  system 
centralizing  assessment  of  pubUc-service  corporations,  providing 
close  supervision  of  local  tax  officials,  and  of  officials  handling 
public  funds. 

The  first  legislature  of  West  Virginia  provided  for  local  assess- 
ment of  railroads  based  upon  returns  submitted  by  the  roads  to 
the  local  assessors.  When  the  assessors  were  of  the  opinion  that 
incorrect  valuations  had  been  returned,  they  were  authorized  to 
assess  the  property  according  to  the  best  information  obtainable. 
This  method  proved  unsatisfactory,  as  information  which  would 
have  enabled  assessors  to  make  a  proper  valuation  was  withheld. 
Assessors  were  obliged  to  assess  as  best  they  could  on  their 
own  judgment  and  on  such  information  as  they  could  obtain  from 

<>  Part  of  this  cornea  from  local  taxation  of  corporations,  but  it  is  practically  impos- 
sible to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  thia  item. 
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sources  other  than  the  officers  and  employees  of  the  raih-oads. 
The  legislature  accordingly  required  railroads  to  make  their 
returns  to  the  auditor  for  submission  to  the  board  of  public 
works,  and  when  the  valuations  were  not  satisfactory  to  the 
latter,  it  was  required  to  appoint  a  board  of  commissioners,  con- 
sisting of  one  freeholder  from  each  congressional  district,  to 
assess  the  property.  One  feature  of  the  law  which  was  subjected 
to  severe  criticism  was  that  which  made  a  resident  of  a  county 
through  which  a  railroad  ran  ineligible  for  duty  on  the  board  of 
commissioners.  This  restriction  was  finally  removed  in  1881 
and  shortly  afterwards  such  boards  were  abolished  and  their 
duties  transferred  to  the  board  of  public  works.  In  addition, 
the  returns,  which  formerly  covered  only  the  property  of  the 
railroads,  were  now  required  to  be  made  in  greater  detail,  show- 
ing, among  other  items,  the  capital  stock,  the  number,  amount, 
and  value  of  shares,  amount  paid  in,  indebtedness,  and  earnings. 
The  creation,  in  1904,  of  the  office  of  state  tax  commissioner, 
was  an  important  factor  in  improving  the  methods  of  enforcing 
the  tax  laws.  This  official  is  required  to  assist  the  board  of 
public  works  in  matters  of  assessment,  and  as  a  result  railroad 
and  other  public-service  property  previously  undervalued  is  now 
assessed  at  a  high  percentage  of  its  true  value." 

Separation  of  Sources  of  State  and  Local  Revenue. 

As  early  as  1902  the  special  tax  commission  directed  attention 
to  the  lack  of  imiformity  and  equality  in  taxation  and  expressed 
the  opinion  that  the  only  way  to  remedy  this  injustice  was  to  re- 
lieve the  general  mass  of  property  from  taxation  for  state  purposes, 
and  in  1908  the  state  tax  commissioner  announced  that  this  was 
nearly  accomplished,  but  that  before  there  could  be  complete  sep- 
aration the  constitution  must  first  be  amended  so  as  to  permit  the 
classification  of  property  and  give  the  legislature  authority  to  se- 
lect separate  subjects  for  state  and  for  local  taxation.  In  191 1 
the  governor  questioned  the  advisability  of  abolishing  the  state 
general  property  tax  under  the  present  constitution,  but  was  of  the 
opinion  that  it  should  be  reduced  to  not  more  than  i  cent  on  each 
$100  of  value,  and  if  necessary  that  the  constitution  should  be 
amended  so  as  to  permit  the  discontinuance  of  the  state  rate.  ^ 

«  Report  of  State  Tax  Commissioner,  1907-S,  p.  11. 
&  Message  of  Governor,  191 1,  p.  15. 
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Assessment  of  Coal,  Oil,  and  Gas  Property. 

It  is  generally  contended  that  in  the  application  of  the  general 
property  tax,  coal,  oil,  and  gas  property  should  be  assessed  in  pro- 
portion to  actual  values,  but  there  is  a  very  great  difference  of 
opinion  as  to  the  proper  method  of  arriving  at  such  values.** 
This  question  presents  great  difficulty  in  arriving  at  valuations 
under  the  present  law,  and  as  assessors  generally  know  little  about 
the  value  of  coal,  oil,  and  gas  property,  this  makes  the  duty  of 
assessing  such  property  difficult. 

For  several  years  a  production  tax  has  been  advocated  by  the 
state  tax  commissioner.  In  his  report  of  1905-6''  he  treats  this 
matter  as  follows: 

"Considering  the  interests  of  the  State,  its  needs  and  demands, 
and  at  the  same  time  complete  and  absolute  justice  and  equity 
between  the  State  and  the  property  and  business  of  the  owners  of 
this  class  of  property,  I  am  constrained  to  believe  that  a  specific 
tax  upon  the  production  sufficiently  large  to  cover  the  value  of 
such  properties  not  otherwise  assessed,  is  the  most  practical  and 
common  sense  method  of  solving  the  difficulty.'* 

Classification  of  Property. 

The  necessity  of  a  constitutional  amendment  permitting  the 
classification  of  property  for  purpose  of  taxation  has  been  fre- 
quently iu*ged.  In  1902  the  special  tax  commission  reported  as 
follows:  ^ 

"This  constitution  was  adopted  early  in  the  seventies,  shortly 
after  the  close  of  the  Civil  War  and  before  the  present  develop- 
ment of  the  State  had  differentiated  and  rendered  complex  the 
property  interests  of  its  citizens;  and,  while  it  was  drafted  and 
promulgated  by  a  body  of  men  of  exceptional  ability  and  tmques- 
tioned  integrity,  yet  we  should  not  permit  mere  sentiment  to 
shackle  us  with  a  constitution  that  is  better  adapted  to  the  pastoral 
life  of  colonial  Virginia,  whence  it  was  drawn,  than  to  the  adminis- 
tration of  the  mining  and  manufactiuing  enterprises  of  the  present, 
and  the  coal,  gas,  and  oil  developments  that  are  in  progress  in  our 
midst.     *    *    * 

"  The  very  provision,  as  it  now  stands,  that  commends  uniformity 
in  taxation,  beautiful  in  theory  as  it  is,  and  praiseworthy  in  intent, 
only  breeds  difficulties,  and  in  practice  defeats  the  equality  and 
justice  at  which  it  aims,  causes  double  taxation  in  some  cases, 
and  no  taxation  in  others.     This  could  be  obviated  by  a  constitu- 

a  Report  of  State  Tax  Commissioner,  1905-6,  p.  23. 
6  Ibid.,  p.  25. 

c  Preliminary  and  Final  Report  of  the  West  Vir^ginia  State  Tax  Commission,  1902, 
p.  64. 
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tion  that  would  classify  property  for  taxation  according  to  the 
experience  of  governments  and  the  logic  of  the  situation,  or  at 
least  by  a  constitution  that  would  not  make  it  impossible  for  the 
legislature  to  make  such  classification.*' 

In  1908  the  state  tax  commissioner  expressed  the  opinion  that 
the  constitution  should  be  amended  so  as  to  allow  the  legislature 
the  widest  discretion  in  the  exercise  of  its  power  of  taxation  and 
that  the  present  limitations  and  restrictions  should  be  removed.^ 

The  adoption  of  such  an  amendment  was  urged  by  the  governor 
in  1909  ^  and  again  by  the  tax  commissioner  in  1910,*  but  up  to 
this  time  no  action  has  been  taken  by  the  legislature. 

Appeals. 

One  featiu^e  of  the  tax  statutes  which  has  been  criticized  by  state 
officials  is  that  providing  for  appeals  from  the  assessment  made  by 
the  board  of  public  works.  Concerning  the  statute  providing  for 
appeals  from  assessments  of  railroad  property,  the  following  is 
taken  from  the  report  of  the  state  tax  commissioner  for  1 906 :  ^ 

"  Instead  of  providing  that  the  appeal  of  the  entire  road  in  all 
coimties  should  be  made  to  some  central  body  or  to  one  court, 
it  requires  as  many  hearings  as  there  are  coimties  in  which  the 
railroad  is  located,  which  makes  it  not  only  expensive  for  the 
railroad,  but  for  the  State,  and  is  a  very  impracticable  and  crude 
method," 
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The  following  is  a  list  of  the  more  important  publications,  in 
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Biennial  Messages  of  Governors,  1903-1913. 

State  Supervision  of  Assessments,  T.  G.  Townsend,  State  Tax 
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Taxation  Work  in  West  Virginia,  T.  C.  Townsend,  State  Tax 
Commissioner,  Proceedings  of  Fotuth  Annual  Conference  of  Na- 
tional Tax  Association,  1910,  p.  185. 

o  Report  of  State  Tax  Commissioner,  1907-B,  p.  17. 
ft  Message  of  Governor,  1909,  pp.  14,  15. 
c  Report  of  State  Tax  Commissioner,  1909-10,  pp.  6,  7. 
d  Ibid.,  1905-6,  p.  32. 
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I.  GENERAL  VIEW. 
Chief  Features. 

First.  The  application  of  the  general  property  tax  to  all  classes 
of  taxable  property. 

Second.  General  or  special  state  privilege  taxes  applicable  to  all 
taxable  corporations. 

Third.  Assessment  of  public-service  corporations  and  of  the 
''corporate  excess"  of  domestic  manufacturing  mining,  and 
mercantile  corporations  by  the  State  Tax  Commission. 

General  Property  Tax. 

All  property  of  corporations,  imless  exempt,  is  subject  to  the 
general  property  tax  payable  to  the  State  for  state  purposes  and 
locally  for  local  purposes,  except  that  foreign  manufactming  and 
mercantile  companies  pay  this  tax  locally  for  state  and  local  pur- 
poses. 

Public-service  corporations  and  the  "corporate  excess"  of  do- 
mestic business  corporations  (namely,  manufactming,  mining, 
mercantile  and  miscellaneous  corporations)  are  assessed  by  the 
State.  Foreign  manufacturing  and  mercantile  corporations  are 
assessed  locally. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  domestic  and  foreign 
corporations,  except  railroad,  telegraph,  telephone,  and  express 
companies,  pay  a  capital-stock  tax;  railroad  companies  pay  a  state 
mileage  tax  graduated  according  to  gross  earnings  per  mile;  tele- 
graph companies,  a  mileage  tax  based  on  pole-line  mileage;  express 
companies,  a  mileage  tax  based  on  route  mileage,  and  telephone 
companies,  a  gross-receipts  tax. 

Stockholders  and  Bondholders. 

Shares  of  stock  and  bonds  of  domestic  and  foreign  corporations, 
except  domestic  business  corporations,  are,  like  bonds  of  all  cor- 
porations, taxable  to  holders. 

S5 


84  TAXATION   OF   CORPORATIONS. 

tion  that  would  classify  property  for  taxation  according  to  the 
experience  of  governments  and  the  logic  of  the  situation,  or  at 
least  by  a  constitution  that  would  not  make  it  impossible  for  the 
legislature  to  make  such  classification." 

In  1908  the  state  tax  commissioner  expressed  the  opinion  that 
the  constitution  should  be  amended  so  as  to  allow  the  legislature 
the  widest  discretion  in  the  exercise  of  its  power  of  taxation  and 
that  the  present  limitations  and  restrictions  should  be  removed.* 

The  adoption  of  such  an  amendment  was  urged  by  the  governor 
in  1909  ^  and  again  by  the  tax  commissioner  in  1910,*^  but  up  to 
this  time  no  action  has  been  taken  by  the  legislature. 

Appeals. 

One  featiu^e  of  the  tax  statutes  which  has  been  criticized  by  state 
officials  is  that  providing  for  appeals  from  the  assessment  made  by 
the  board  of  public  works.  Concerning  the  statute  providing  for 
appeals  from  assessments  of  railroad  property,  the  following  is 
taken  from  the  report  of  the  state  tax  commissioner  for  1906:  ^ 

"Instead  of  providing  that  the  appeal  of  the  entire  road  in  aU 
counties  should  be  made  to  some  central  body  or  to  one  comt, 
it  requires  as  many  hearings  as  there  are  counties  in  which  the 
railroad  is  located,  which  makes  it  not  only  expensive  for  the 
railroad,  but  for  the  State,  and  is  a  very  impracticable  and  crude 
method." 
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«  Report  of  State  Tax  Commissioner,  1907-8,  p.  17. 
6  Message  of  Governor,  1909,  pp.  14,  15. 
c  Report  of  State  Tax  Commissioner,  1909-10,  pp.  6,  7. 
<*  Ibid.,  1905-6,  p.  32. 
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I.  GENERAL  VIEW. 
Chief  Features. 

First.  The  application  of  the  general  property  tax  to  all  classes 
of  taxable  property. 

Second.  General  or  special  state  privilege  taxes  applicable  to  all 
taxable  corporations. 

Third.  Assessment  of  public-service  corporations  and  of  the 
** corporate  excess"  of  domestic  manufactming  mining,  and 
mercantile  corporations  by  the  State  Tax  Commission. 

General  Property  Tax. 

All  property  of  corporations,  imless  exempt,  is  subject  to  the 
general  property  tax  payable  to  the  State  for  state  purposes  and 
locally  for  local  purposed,  except  that  foreign  manufacttning  and 
mercantile  companies  pay  this  tax  locally  for  state  and  local  pur- 
poses. 

Public-service  corporations  and  the  '* corporate  excess"  of  do- 
mestic business  corporations  (namely,  manufacturing,  mining, 
mercantile  and  miscellaneous  corporations)  are  assessed  by  the 
State.  Foreign  manufactiuing  and  mercantile  corporations  are 
assessed  locally. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  domestic  and  foreign 
corporations,  except  railroad,  telegraph,  telephone,  and  express 
companies,  pay  a  capital-stock  tax ;  railroad  companies  pay  a  state 
mileage  tax  graduated  according  to  gross  earnings  per  mile;  tele- 
graph companies,  a  mileage  tax  based  on  pole-line  mileage;  express 
companies,  a  mileage  tax  based  on  route  mileage,  and  telephone 
companies,  a  gross-receipts  tax. 

Stockholders  and  Bondholders. 

Shares  of  stock  and  bonds  of  domestic  and  foreign  corporations, 
except  domestic  business  corporations,  are,  like  bonds  of  all  cor- 
porations, taxable  to  holders. 
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Foreign  Corporations. 

The  chief  distinction  between  the  taxation  of  domestic  and  for- 
eign  corporations  is  that  domestic  business  corporations  are  taxed 
on  "corporate  excess,"  while  foreign  business  corporations  are  not 
taxed  on  such  "  excess,'*  but,  like  individuals,  they  pay  the  general 
property  tax  on  property  assessed  and  collected  locally  for  state 
and  local  purposes. 

Administration. 

The  State  Corporation  Commission,  composed  of  three  members 
elected  for  terms  of  six  years,  acts  ex  officio  as  a  state  tax  commis- 
sion. Its  powers  and  duties  pertaining  to  taxation  are  as  follows: 
To  assess  the  property  of  public-service  corporations;  to  assess  the 
"corporate  excess"  of  domestic  business  corporations;  to  assess 
the  capital  stock  tax  on  domestic  and  foreign  corporations;  to  have 
general  supervision  of  the  administration  of  the  tax  laws  of  the 
State;  to  confer  with  and  instruct  assessors  and  boards  of  equali- 
zation; to  institute  proceedings  to  enforce  penalties;  to  prefer 
charges  to  the  governor  against  tax  officials  who  violate  the  law 
or  fail  to  perform  their  duty;  to  receive  cpmplaints  and  make  cor- 
rections as  to  omitted  property  or  property  improperly  assessed; 
to  see  that  each  county  is  visited  by  at  least  one  member  as  often 
as  necessary  to  hear  complaints,  collect  information,  and  see  that 
all  tax  officials  comply  with  the  law;  to  require  local  officials  to 
make  annual  or  other  reports  which  will  enable  the  commission 
to  ascertain  the  assessed  valuations  of  property,  amount  of  taxes 
assessed,  collected  and  returned  delinquent;  to  act  as  a  state 
board  of  equalization  and  to  order  county  boards  of  equalization 
to  raise  or  lower  the  valuation  of  the  property,  real  or  personal,  in 
any  county,  township  or  city,  and  to  raise  or  lower  the  valuation 
of  property  of  any  person,  company,  or  corporation;  and  to  teport 
to  each  regular  session  of  the  legislature,  and  annually  to  the  gov- 
ernor, its  recommendations  for  the  improvement  of  the  revenue 
laws  of  the  State.** 

Every  four  years  the  board  of  coxmty  commissioners  appoints 
three  freeholders  in  each  township  as  a  board  of  list  takers  and 
assessors  to  assess  both  real  and  personal  property,  and  each  year 
other  than  every  fourth  year,  it  appoints  one  list  taker  to  assess 
personal  property.    The  board  of  county  commissioners  and  the 

<>Code,  chap.  20;  Laws  19x3,  chaps.  301,  303. 
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chairmen  of  the  boards  of  list  takers  compose  the  county  board  of 
equalization. 

The  state  privilege  or  license  taxes  on  corporations  are  paid 
directly  into  the  state  treasmy  as  is  also  the  State's  share  of  the 
general  property  tax  on  all  corporations  treated  herein,  except 
foreign  business  corporations.  State  and  local  general  property 
taxes  on  foreign  business  corporations  and  the  local  general  prop- 
erty tax  on  all  corporations  are  paid  locally  to  the  sheriffs  of  the 
counties.* 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

CoNsrrruTioN.  * 

"Laws  shall  be  passed  taxing,  by  a  uniform  rule,  all  moneys, 
credits,  investments  in  bonds,  stodcs,  joint-stock  companies,  or 
otherwise;  and,  also,  all  real  and  personal  property,  according  to 
its  true  value  in  money.  The  General  Assembly  may  also  tax 
trades,  professions,  franchises,  and  incomes,  provided  that  no 
income  shall  be  taxed  when  the  property  from  which  the  income 
is  derived  is  taxed."* 

*'  Property  belonging  to  the  State,  or  to  municipal  corporations, 
shall  be  exempt  from  taxation.  The  General  Assembly  may  ex- 
empt cemeteries  and  property  held  for  educational,  scientific, 
literary,  charitable,  or  religious  purposes;  also  wearing  apparel, 
arms  for  muster,  household  and  kitchen  furniture,  the  mechanical 
and  agricultural  implements  of  mechanics  .and  farmers,  libraries, 
and  scientific  instruments,  or  any  other  personal  property,  to  a 
value  not  exceeding  three  hundred  dollars."^ 

"The  General  Assembly  shall  levy  a  capitation  tax  on  every 
male  inhabitant  of  the  State  over  twenty-one  and  under  fifty  years 
of  age,  which  shall  be  equal  on  each  to  the  tax  on  property  valued 
at  three  hundred  dollars  in  cash.^    The  commissioners  of  the 


A  Sources  of  revenue  in  Nortli  Carolina: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  business  taxes  and 
licenses;  (c)  fines,  fees,  etc. 

County.— {a)  General  property  tax;  (6)  poll  tax;  (c)  business  taxes  and  licenses; 
(d)  fines,  fees,  etc. 

State. — (a)  General  property  tax;  (6)  corporation  taxes;  (c)  inheritance  tax;  (rf)  in- 
come tax;  (e)  poll  tax;  (J)  business  taxes  and  licenses;  {g)  fines,  fees,  etc. 

^  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  the  State  as 
contained  in  Code  Revisal  of  1905  of  North  Caiolina,  Vol.  II. 

c  Constitution,  Art.  V,  sec.  3. 

This  section  imperatively  requires  that  all  real  and  personal  property  be  taxed  by  a 
imiform  rule  according  to  its  true  value  in  money.  A  law  providing  for  the  levy  of 
an  inspection  tax  will  not  be  so  construed  as  to  relieve  manufacturers  of  fertilizers  or 
fertilizing  material  paying  this  inspection  tax  from  the  payment  of  property  tax  re- 
quired by  the  constitution.    Guano  Co.  v.  Biddle,  158  N.  C,  aia  (1912). 

^Constitution,  Art.  V,  sec.  5. 

<  Ibid.,  Art.  V,  sec.  u 
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several  counties  may  exempt  from  capitation  tax  in  special  cases, 
on  account  of  poverty  and  infirmity,  and  the  state  and  county 
capitation  tax  combined  shall  never  exceed  two  dollars  on  the 
head/'« 

"The  proceeds  of  the  state  and  coimty  capitation  tax  shall  be 
applied  to  the  purposes  of  education  and  the  support  of  the  poor, 
but  in  no  one  year  shall  more  than  twenty-five  per  cent  thereof  be 
appropriated  to  the  latter  purpose."* 

"The  taxes  levied  by  the  commissioners  of  the  several  counties 
for  coimty  piuposes  shall  be  levied  in  like  manner  with  the  state 
taxes,  and  shall  never  exceed  the  double  of  the  state  tax,  except 
for  a  special  purpose,  and  with  the  special  approval  of  the  General 
Assembly."^ 

"All  taxes  levied  by  any  coimty,  city,  town,  or  township  shall 
be  uniform  and  ad  valorem  upon  all  property  in  the  same,  except 
property  exempted  by  this  Constitution.'*^ 

"  It  shall  be  the  duty  of  the  Legislature  to  provide  for  the  organi- 
zation of  cities,  towns,  and  incorporated  villages,  and  to  restrict 
their  power  of  taxation,  assessment,  borrowing  money,  contracting 
debts  and  loaning  their  credit,  so  as  to  prevent  abuses  in  assess- 
ments and  in  contracting  debts  by  such  municipal  corporations."* 

Statutes. 
General  Property  Tax. 

Domestic  and  foreign  corporations  pay  the  general  property  tax 
to  the  State  for  state  purposes  and  locally  for  local  purposes. 
Domestic  and  foreign  public-service  or  public  utility  companies, 
and  the  "corporate  excess"  of  domestic  business  corporations  are 
assessed  by  the  tax  commission.  Foreign  business  corporations 
like  individuals  are  assessed  locally.  The  statute  requires  that  all 
property  be  assessed  at  its  "true  value  in  money."  This  term  is 
defined  by  statute  as  the  value  in  cash  for  which  the  property 
would  sell  in  the  usual  manner  of  selling  property,  but  not  by 

<^  The  provision  of  the  constitution  that  the  general  assembly  shall  levy  acapitatioii 
tax  on  every  male  inhabitant  of  the  State,  which  shall  be  equal  to  the  tax  on  property 
valued  at  $300  in  cash,  is  self-executing,  and  when  the  general  assembly  fixed  the 
capitation  tax  at  $1.29  and  the  total  property  tax  at  45  cents  ad  valorem  on  every  $100 
value  of  real  and  personal  property,  the  correct  capitation  tax  was  $1.35.  The  general 
assembly  acts  in  this  matter  in  a  purely  ministerial  capacity.  Its  function  is  execu- 
tive and  not  legislative.  It  is  made  the  agent,  the  accountant,  of  the  constitution, 
with  directions  to  make  a  calculation  and  to  record  it.  Kitchin  v.  Wood,  154  N.  C, 
565  (1911). 

^  Constitution,  Art.  V,  sec.  a. 

c  Ibid.,  Art.  V,  sec.  6. 

<iIbid.,Art.  VII,8ec.  9. 

<  Ibid.,  Art.  VIII,  aec.  4. 
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forced  sale  thereof."  In  practice  property  usually  is  assessed  at 
about  two-thirds  of  true  value.* 

Owners  are  required  to  list  real  and  personal  property,  money 
on  hand,  money  investments,  stocks  and  bonds,  and  shares  of 
stock  in  incorporated  companies  which  are  not  taxed  through  the 
corporation  itself;  also  credits,  whether  secured  by  mortgage,  bond, 
or  note,  or  diie  on  open  accoimt.  From  the  value  of  credits  may 
be  deducted  the  amoimt  of  bona  fide  collectable  debts  owing  by 
the  taxpayer  as  principal  debtor.  ^ 

Real  property  is  subject  to  taxation  where  situated.  Mineral, 
quarry,  and  timber  rights  are  assessed  to  the  owner  of  such  rights 
in  separate  entries  specifying  the  interest  listed.  This  applies  to 
interests  in  timber  attached  to,  as  well  as  timber  detached  from, 
the  soil.^ 

Personal  property,  with  certain  exceptions,  is  taxed  where  the 
owner  resides.  The  domicile  of  a  corporation  is  its  principal  office 
in  the  State.* 

Personal  property  is  assessed  each  year.  Real  property  is  as- 
sessed once  in  four  years,  during  which  time  it  may  be  altered  by 
reason  of  structures  improved,  erected,  or  destroyed.' 

County  tax  rates  are  limited  so  as  not  to  exceed  the  double  of 
the  state  tax  rate,  except  for  a  special  purpose,  and  with  the 
special  approval  of  the  general  assembly.^  City  or  other  muni- 
cipal corporation  tax  rates  are  limited  to  i  per  cent  of  the  value  of 
real  and  personal  property,  unless  increased  by  special  authority 
from  the  general  assembly.* 

Property  held  for  public,  religious,  charitable,  educational,  lit- 
erary, benevolent,  and  cemetery  purposes  is  exempt  from  taxation,  • 

^  Laws  1913,  chap.  203,  sec.  28. 

6  Interview  with  state  tax  officials,  October,  1914. 

«  Laws  1913,  chap.  203,  sees.  30,  34,  40. 

^  Ibid.,  chap.  203,  sec.  32. 

«  Ibid.,  chap.  203,  sec.  33. 

/  Ibid.,  chap.  203,  sec.  14. 

ff  Constitution,  Art.  V,  sec*  6. 

There  is  no  constitutional  requirement  that  the  rate  for  county  purposes  shall  be 
the  same  everywhere.  It  varies  in  the  different  counties  and  may  vary  in  different 
townships,  parts  of  townships,  districts,  towns,  and  cities  in  the  same  county.  Jones  v. 
Commissioners,  143  N.  C,  59  (1906). 

*Laws  1913,  chap.  201,  sec'.  3. 

Tax  9n  property  and  tax  on  privilege  are  distinct  taxes;  both  may  be  levied  by 
cities  and  towns,  upon  subjects  within  the  corporate  limits  which  are  liable  to  tax- 
ation for  state  and  county  purposes.    Guano  Co.  v,  Tarboro,  126  N.  C,  68  (1900). 

^  Ibid.,  chap.  203,  sec.  72. 
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Capital-Stock  Tax. 

Domestic  and  foreign  corporations,  except  railroad,  telegraph, 
telephone,  and  express  companies  pay  to  the  State  for  state  pur- 
poses an  annual  privilege  tax  based  on  capital  stock,*  hereinafter 
referred  to  as  the  capital-stock  tax.  As  applied  to  domestic  cor- 
porations, the  tax  is  based  on  issued  and  outstanding  capital 
stock,  and  as  applied  to  foreign  corporations  it  is  based  on  the 
proportion  of  capital  stock  **  represented  by  property  owned  and 
used  and  business  transacted  '*  in  the  State.  *  The  rate  applicable 
alike  to  foreign  and  domestic  corporations  is  one  twenty-fifth  of  i 
per  cent.^  Assessment  by  the  commission  is  based  on  annual 
reports  from  the  corporations. 

Railroad,  Steamboati  and  Canal  Companies. 

Domestic  and  foreign  railroad,  steamboat,  and  canal  companies 
pay  to  the  State  for  state  purposes,  and  locally  for  local  purposes, 
the  general  property  tax  on  all  property,  including  intangible  or 
franchise  value.  In  addition  railroads  pay  to  the  State  for  state 
ptuposes  a  mileage  tax  designated  by  statute  a  privilege  or  license 
tax,  and  steamboat  and  canal  companies  pay  the  capital-stock  tax. 

Railroad  property  may  be  said  to  be  classified  as:  (a)  Property 
assessable  by  the  commission,  namely,  the  right  of  way  and  all 
property  used  on  or  in  connection  therewith,  including  rolling 
stock  and  franchise  value;  and  (6)  property  assessed  locally,  such 
as  machine  shops,  general  office  buildings,  storehouses  and  their 
contents  located  outside  of  the  right  of  way,  and  property  not 
used  in  operation. 

For  assessment  purposes  the  commission  first  determines  the 
aggregate  value  of  each  company.^  The  net  earnings  method  is 
used  extensively,  but  not  exclusively,  for  this  purpose,  and  the 
rate  at  which  the  earnings  are  capitalized  varies  from  6  to  20  per 
cent.  In  addition,  the  commission  considers  cost  of  reproduction, 
the  value  of  stock  and  bonds,  and  all  other  elements  which 
influence  value.*  The  proportion  of  the  aggregate  value  taxable 
in  North  Carolina  is  then  determined  according  to  the  ratio  which 
the  main  track  mileage  in  the  State  bears  to  the  total  main-track 
mileage.'    To  this  proportion,  namely,  the  entire  value  taxable 

«  Laws  19 13,  chap.  201,  sees.  76,  82. 

6  The  minimum  tax  is  $7.50.     Ibid. 

c  Laws  1913  (extra  session),  chap.  8. 

<*  Laws  1913,  chap.  203,  sees.  62,  64. 

«  Interview  with  state  tax  ofldcials,  October,  1914. 

/  Laws  1913,  chap.  203,  sec.  65. 
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in  North  Carolina,  is  applied  the  state  rate  for  state  purposes.^ 
For  local  taxation  the  value  of  locally  assessed  property  is  first 
deducted  from  the  entire  value  taxable  in  North  Carolina,  and 
the  remainder  is  then  apportioned  to  the  counties,  municipalities, 
and  other  taxing  districts  on  the  main-track  mileage  basis.  The 
locally  assessed  property  is  not  apportioned,  but  is*  taxable  for 
county  and  other  local  purposes  in  the  taxing  districts  wherein  it 
is  situated. 

The  property  of  steamboat  and  canal  companies  is  required  by 
statute  to  be  assessed  for  taxation  in  the  same  manner  as  provided 
for  railroads.  * 

The  mileage  or  annual  privilege  tax,  payable  by  railroad  com- 
panies, is  based  on  the  gross  earnings  per  mile  of  main  track  and 
the  rate  varies  from  $2  per  mile,  when  the  gross  earnings  per 
mile  are  $1,000  or  less,  to  $10  per  mile,  when  the  gross  earnings 
are  in  excess  of  $5,000  per  mile.*^  This  tax  is  assessed  by  the 
state  auditor.^ 

Each  company  of  the  above-named  classes  is  required  to  report 
to  the  commission  for  taxation  purposes,  among  other  data,  infor- 
mation with  respect  to  its  capital  stock,  certificates  of  indebted- 
ness, bonds,  and  other  securities  the  value  of  which  is  based  on 
the  earning  capacity  of  its  property,  and  the  value  and  location 
of  all  property  necessary  for  construction  and  for  the  company's 
successful  operation.  * 

Railroad  companies  also  report  to  the  state  auditor  data  nec- 
essary to  determine  the  amount  of  the  mileage  tax.** 

Telegraphy  Telephone,  Car,  and  Express  Companies. 

Domestic  and  foreign  telegraph,  telephone,  car,  and  express 
companies  pay  to  the  State  for  state  purposes,  and  locally  for 
local  purposes,  the  general  property  tax  on  all  property,  includ- 
ing franchise  value.  In  addition  these  companies  pay  to  the 
State  for  state  purposes  the  following  taxes:  Telephone  compa- 
nies a  gross-receipts  tax,  telegraph  and  express  companies  a 
mileage  tax,  and  car  companies  the  capital-stock  tax. 

«  Laws  1 913,  chap.  203,  sec.  67(a). 

^  Ibid.,  chap.  203,  sec.  68. 

<i  Ibid. I  chap.  201,  sec.  78. 

When  annual  gross  earnings  per  mile  of  main  track  are  $1,000  or  less,  the  tax  is 
$2  per  mile  of  main  track;  to  and  including  $a,ooo,  $4;  to  and  including  $3,000,  $6; 
to  and  including  $5,000,  $8;  over  $5,000,  $10. 

^  Laws  1913,  chap.  201,  sec.  77. 

«  Ibid.,  chap.  203,  sees.  62,  63,  64. 
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The  commission  determines  the  aggregate  value  of  the  oper- 
ating property  of  each  company  of  the  above-named  classes  in 
practically  the  same  manner  as  described  mider  railroads.  The 
proportion  of  the  aggregate  value  taxable  in  North  Carolina  is 
determined  for  telegraph  and  telephone  companies  according  to 
the  ratio  that  its  wire  mileage  in  North  Carolina  bears  to  its 
total  we  .mleaga,  and  for  car  and  express  companies  by  the 
ratio  that  the  route  mileage  in  the  State  bears  to  the  total  route 
mileage.  To  the  amount  thus  determined  in  each  case  is  applied 
the  state  rate  for  state  purposes.  In  the  case  of  telegraph  and 
telephone  companies,  apportionment  for  local  taxation  to  the 
counties,  mimicipalities,  and  taxing  districts  is  made  by  the  com- 
mission on  the  wire  mileage  basis.  The  commission  apportions 
the  assessment  of  car  and  express  companies,  for  local  taxation, 
to  counties  on  a  route  mileage  basis.  Nonoperating  property  is 
assessed  in  the  same  manner  as  the  general  mass  of  property  in 
the  State." 

The  state  mileage  tax  paid  by  telegraph  companies  is  $2  per 
mile  of  pole  line  located  in  the  State.  Towns  may  also  levy 
license  taxes  on  telegraph  companies  in  amounts  varying,  accord- 
ing to  population,  from  $10  to  $50  per  annum.  ^ 

The  state  gross-receipts  tax  paid  by  telephone  companies  equals 
2  %  per  cent  of  their  intrastate  gross  receipts,  including  the  pro- 
portion of  interstate  gross  receipts  which  is  **  properly  credited  to 
North  Carolina."  Counties,  cities,  or  towns  are  prohibited  by 
statute  from  imposing  license  taxes  on  telephone  companies.  ^ 

The  mileage  tax  paid  by  express  companies  equals  $3  per  mile 
of  route  in  the  State.  Incorporated  mtmicipaUties  may  also  levy 
license  taxes  on  express  companies  in  amounts  varying,  accord- 
ing to  population,  from  $5  to  $75.^ 

«  Interview  with^tate  tax  officials,  October,  1914;  I<aws  1913,  chap.  203,  sec.  57. 

&  Laws  1913,  chap.  201,  sec.  80. 

Where  population  is  1,000  to  5,000,  license  tax  may  be  $10;  where  population  is 
5,000  to  10,000,  license  tax  may  be  $15;  where  population  is  10,000  to  20,000,  license 
tax  may  be  $30;  where  population  is  over  20,000,  license  tax  may  be  $50. 

<^  Laws  i9i3»  chap.  201,  sec.  81. 

The  rate  of  the  tax  is  materially  reduced  in  case  the  company  has  invested  a  certain 
proportion  of  its  assets  in  North  Carolina  State,  county,  or  mimicipal  bonds  or  in 
taxable  property  in  the  State. 

^  Laws  1913,  chap.  201,  sec.  79. 

Where  population  is  500  or  less,  license  tax  may  be  $5;  where  population  is  500  to 
1,000,  license  tax  may  be  $10;  where  population  is  1,000  to  5,000,  license  tax  may  be 
$20;  where  population  is  5,000  to  10,000,  license  tax  may  be  $30;  where  population  is 
10,000  to  20,000,  license  tax  may  be  $50;  where  population  is  20,000  or  over,  license 
tax  may  be  $75. 
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Each  telegraph  and  telephone  company  is  required  to  report 
annually  to  the  commission  details  with  respect  to  its  capitaliza- 
tion, financial  condition,  location,  and  value  of  its  property,  and 
such  other  information  as  the  commission  may  require.*  Car 
companies  and  express  companies  are  required  to  supply  some- 
what similar  information.  *  Telephone  companies  also  report  an- 
nually to  the  state  treasurer  such  data  as  is  necessary  to  deter- 
mine the  amount  of  the  tax  on  gross  receipts.  *^ 

Each  car  company,  in  addition  to  other  data,  is  required  to 
report  the  value  of  the  average  number  of  cars  which  would  be 
required  to  operate  continuously  in  the  State  in  order  to  make  an 
annual  mileage  equal  to  the  mileage  traveled  by  its  cars  during 
the  year  in  North  Carolina.**^ 

Street  Railwayi  Gas,  Water,  Electric  Light,  and  Power  Companies* 

Domestic  and  foreign  street  railway,  gas,  water,  electric  light, 
and  power  companies  pay  to  the  State  for  state  purposes,  and 
locally  for  4ocal  purposes,  the  general  property  tax  on  all  property 
including  franchise  value.  In  addition  they  pay  to  the  State  for 
state  purposes  the  capital-stock  tax.« 

The  State  Tax  Commission  determines  in  the  same  manner  as 
for  railroad  and  other  public-service  corporations  the  aggregate 
value  of  the  property  of  each  company  of  the  above-named  classes. 
To  the  amount  thus  ascertained  is  applied  the  state  rate  for  state 
ptirposes.  For  local  taxation  the  reported  amount  of  locally 
assessed  property  is  deducted  from  the  entire  value  and  the 
remainder,  or  franchise  value,  is  apportioned  to  the  counties, 
municipalities,  and  local  taxing  districts  according  to  the  route  or 
line  mileage  basis.' 

Each  company  of  the  above-named  classes,  in  addition  to  other 
information,  is  required  to  report  annually  to  the  commission  de- 
tails with  respect  to  its  organization,  capital  stock,  value,  location 
of  property,  and  the  length  of  line  or  route  within  and  without 
the  State.^' 

a  Laws  1913,  chap.  203,  sees.  49,  50,  55.  ^ 

&  Ibid.,  chap.  203,  sees.  51-53- 

c  Ibid.,  chap.  201,  see.  81. 

<*  Interview  with  state  tax  officials,  October,  19 14. 

^  Laws  19131  chap.  201,  sees.  76,  82. 

/  Ibid.,  chap.  203,  sec.  57;  Interview  with  state  tax  officials,  October,  1914. 

ff  Ibid.,  chap.  203,  sec.  54. 
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Business  Corporations. 

Domestic  business  corporations,  namely,  manufacturing,  mer- 
cantile, mining,  and  miscellaneous  corporations  pay  to  the  State 
for  state  purposes,  and  locally  for  local  purposes,  the  general  prop- 
erty tax  on  real  and  personal  property,  including  all  elements  of 
intangible  value  as  measured  by  the  market  value  of  capital  stock. 
Foreign  business  corporations  pay  locally  the  general  property  tax 
on  real  and  personal  property  in  the  same  manner  as  individuals. 
In  addition,  both  domestic  and  foreign  business  corporations  pay 
to  the  State  for  state  purposes  the  capital-stock  tax.** 

Domestic  corporations  of  this  class  are  assessed  by  the  commis- 
sion. No  fixed  rule  is  employed,  but  the  market  value  of  the 
entire  capital  stock  is  determined  from  annual  reports  furnished 
by  tlie  corporations,  or  from  other  available  information.  The 
valuation  as  found,  however,  embraces  all  elements  of  value  includ- 
ing surplus  and  profits,  whether  earned  during  the  current  year  or 
previously  accumulated.  From  the  amount  thus  ascertained  is 
deducted  the  value  of  stock  in  other  corporations  similarly  taxed. 
To  the  remainder  is  applied  the  state  rate.  For  the  purpose  of 
local  assessment  the  commission  deducts  the  value  of  real  and  per- 
sonal property  as  assessed  locally  and  certifies  the  remainder  or 
"  corporate  excess  '*  *  to  the  county  in  which  the  corporation  has  its 
principal  office  or  place  of  business.  Real  and  personal  property 
assessed  locally  is  taxed  where  situated.*^    The  result  of  this  method 

a  Laws  19131  chap.  201,  sees.  76,  82. 

Z>  A  solvent  credit,  namely  a  note,  was  entered  on  the  tax  list  by  the  local  assessfir 
in  the  town  where  the  owner,  a  domestic  industrial  corporation,  had  its  principal 
place  of  business.  Held:  That  this  note  was  not  taxable  locally.  All  the  intangible 
property  and  assets  of  these  industrial  corporations  should  be  included  and  consid- 
ered in  estimating  for  taxation  the  value  of  their  "capital  stock."  The  corporation 
commission,  after  giving  full  and  fair  consideration  to  all  the  evidence  contained  in 
the  report  or  otherwise  possessed  by  the  commission,  and  tending  to  aid  the  com- 
mission to  a  just  conclusion,  is  required  to  determine  the  proper  valuation  of  the 
corporate  property  and  assets,  termed  for  the  purpose  of  these  statutes  the  "capital 
stock,"  and  then,  as  required  by  law,  the  commission  deducts  the  value  of  the  tan- 
gible real  and  personal  property  of  the  company,  which  is  to  be  listed  in  the  proper 
county,  and  the  remainder  constitutes  the  appraisement  upon  which  further  taxa- 
tion is  to  be  assessed,  either  for  state  or  local  piuposes.  Every  asset,  solvent  credit, 
investment,  etc.,  is  included  in  the  estimate  of  value  placed  upon  the  capital  stock. 
The  entire  corporate  property  and  assets  are  included,  embracing  the  surplus,  undi- 
vided profits,  etc.    Land  Co.  v.  Smith,  151  N.  C,  70  (1909). 

c  Laws  1913,  chap.  203,  sees.  43,  46. 

It  is  the  assessed  value  of  real  and  personal  property  in  the  State  that  mtist  be 
deducted  from  the  value  of  capital  stock,  and  not  the  value  of  property  both  within 
and  without  the  State.     Commissioners  v.  Tob.  Co.,  116  N.  C,  441  (1895). 
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is  to  tax  domestic  business  corporations  on  the  entire  value  of  their 
capital  stock. 

Foreign  corporations  of  the  classes  above  mentioned  are  not 
assessed  by  the  commission,  but  their  property,  like  the  general 
mass  of  property  in  the  State,  is  assessed  by  local  officials.^ 

Mineral,  quarry,  and  timber  rights  are  assessed  to  the  owners  of 
such  rights  in  separate  entries  specifying  the  interest  listed.  This 
applies  to  interests  in  timber  attached  to,  as  well  as  timber  detached 
from,  the  soil,* 

Stockholders  and  Bondholders. 

Shares  of  stock  and  bonds  of  domestic  and  foreign  ^  corporations 
of  the  classes  herein  treated  are  taxable  to  holders,  except  shares, 
in  domestic  corporations,  which  pay  taxes  on  the  market  value  of 
their  entire  capital  stock  as  assessed  by  the  State  Tax  Commission.*' 

Foreign  Corporations. 

With  the  exceptions  noted  tmder  the  heading  business  corpo- 
rations, foreign  and  domestic  corporations  of  the  classes  herein 
treated  are  taxed  practically  in  the  same  manner. 

ra.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

« 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  Was  approximately  36  per  cent. 

ToTAi,  Statb  Rbceipts,  Taxbs  prom  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  November  30,  i9i2.« 

Total  state  receipts,  all  sources $3, 333, 029. 45 

State  taxes  fzom  corporations: 

Steam  railroads — 

General  property $284, 363. 33 

Mileage 17,  567.  52 

Street  railway,  light  and  water,  general  property. . .  6, 417.  56 

Car  companies,  general  property i,  117. 47 

Express  companies — 

General  property i,  933. 63 

Gross  receipts 4,  516. 19 

fl  Laws  1913,  chap.  203,  sec.  45. 

&  Ibid.,  chap.  203,  sec.  32. 

c  Shares  of  stock  in  a  foreign  corporation  which  pays  taxes  on  its  property  in  the 
State  where  its  property  is  situated  are  taxable  in  North  Carolina.  Worth  v.  Com- 
missioners, 90  N.  C,  409  (1884). 

^  Laws  19131  chap.  203,  sec.  40,  subdiv.  7. 

«  State  Auditor's  Report,  191 2,  pp.  147-148. 
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State  taxes  from  corporations — Continued. 

Telegraph  companies- 
General  property $2, 319. 41 

Cross  earnings 3, 495. 39 

Telephone  companies — 

General  property 4, 701.  79 

Gross  receipts 17, 354. 88 

Steamboat  and  canal  companies,  general  property. .  132. 61 

Cotton-mill  corporations  (tangible  property)  « 74, 637.  51 

Miscellaneous  business  corporations  (tangible  prop- 
erty) « 84,963. 67 

Domestic  business  corporations  (corporate  excess) . .  29, 707.  51 

Corporation  franchise  (capital  stock) 51, 585. 00 

Instu-ance  companies,  taxes  and  fees «  303,  o8x.  24 

Banks,  taxes,  and  fees 45, 014. 00 

Building  and  loan,  taxes,  and  fees 4, 203.  33 

Corporation  fees 34, 03a  26 

Total  ascertainable  state  taxes  from  corporations ^7^t  ^4^-  30 

Other  taxes: 

Agricultural  department,  toxmage  tax 216, 30Z.  57 

Oil  inspection  ftmd .' 96, 234. 61 

Poll  tax 37, 161. 6a 

Income  tax 36, 496. 91 

Automobile  licenses,  etc .  .  , 16, 116. 00 

Business,  etc.,  licenses 5, 808. 39 

Inheritance  tax 5, 264. 65 

Oysters  and  fish,  licenses,  etc 6, 386. 30 

Audubon  Society  fund,  hunters'  licenses,  etc 3, 529. 00 

Seal  tax i,  469.  55 

Additional  state  taxes  (miscellaneous) 57a  53 

General  property  tax  *  (less  $159, 601.  i8  above  es- 
timated)   i,3S3»304-  95 

Total  state  taxes  not  from  corporations i,  778, 644.  08 

■■ 

Total  taxes  for  state  purposes,  all  sources 2, 748, 786. 38 

Receipts  from  sources  other  than  taxes: 

Dividends  from  railroad  investments 263, 013. 00 

State  prison  earnings 301, 932.  72 

United  States  Government  aid  to  colleges 80^  oca  00 

Sale  of  vacant  and  swamp  lands 14, 988. 61 

Indigent  pupils  expense xi,  016. 30 

Sale  of  books,  records,  etc 9, 57a  37 

Departmental  fees,  etc 3, 647.  §7 

Trade-marks 74. 20 

Total  receipts  from  sotu'ces  other  than  taxes 584, 243. 07 

Total  state  receipts,  all  sources 3, 333, 029. 45 

a  Estimated  by  applying  the  state  rate  of  2.5  mills  to  the  assessed  values  of  the  prop- 
erty as  shown  in  report  of  the  Corporation  Commission,  191X,  pp.  154,  232. 

ft  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  practically  impossi- 
ble to  ascertain  the  amount  thus  received,  except  the  amotmts  above  estimated,  which 
are  not  included  in  this  item. 
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IV.  COMMENTS. 
Historical. 

As  early  as  1867  special  attention  was  given  by  the  legislature 
of  North  Carolina  to  taxation  of  corporations,  for  in  that  year  the 
law  provided  that  corporations,  other  than  railroad,  turnpike,  canal, 
and  navigation  companies,  should  be  liable  to  taxation  in  the  same 
manner  as  individuals,  and  that  no  person  should  be  required  to  list 
"as  part  of  his  personal  property  and  investments  any  share  or 
portion  of  the  capital  stock  or  property  of  any  company  or  cor- 
poration" .which  was  required  to  list  its  capital  and  property  for 
taxation  in  the  State.  Raihoad,  turnpike,  canal,  and  navigation 
companies  were  not  required  to  list  their  capital  and  property,  but 
their  stockholders  and  bondholders  were'required  to  list  their  hold- 
ings, which  were  made  taxable  at  the  rate  of  one-tenth  of  i  per  cent 
on  their  cash  value.* 

Specific  taxes  were  also  levied  at  that  time  on  the  gross  receipts 
of  gas,  express,  and  telegraph  companies,  &  and  on  "  net  income  and 
profits  "  *  of  other  companies. 

In  1869  a  state  board,  composed  of  the  governor,  state  treasiu-er, 
and  state  auditor,  was  required  to  value  the  franchise,  rolling  stock, 
or  boats  of  every  railroad,  canal,  tiunpike,  and  navigation  com- 
panv,  and  to  certify  such  valuations  to  the  coimties,  municipalities, 
and  local  taxing  districts  in  that  proportion  which  the  length  of 
sUch  road  or  route  in  each  bore  to  its  total  length.  Banking  com- 
panies were  also  subjected  to  assessment  on  franchise  value  by  this 
board.  The  tax  rate  applicable  to  the  franchise  value  of  all  of  the 
companies  above  named  was  the  same  as  that  applied  to  other 
property.  ^ 

In  1877*  every  railroad  and  canal  company  incorporated  imder 
the  laws  of  the  State,  and  not  liable  to  a  tax  upon  its  property  or 
on  its  shares  of  stock,  was  required  to  pay  to  the  State,  "on  the 
corporation,"  a  tax  of  i  per  cent  on  gross  receipts.  If  the  com- 
pany operated  partly  outside  the  State  the  tax  was  based  on  that 
proportion  of  the  gross  receipts  which  the  length  of  the  line  within 
the  State  bore  to  the  whole  length  of  line.  If  the  company  were 
liable  to  a  tax  upon  its  franchise  and  personal  property,  but  ex- 
empt from  tax  upon  its  real  estate,  the  gross-receipts  tax  was  one- 
half  of  I  per  cent.     If  not  liable  to  a  tax  on  property  or  franchise, 

<»  Laws  1866-67,  pp.  96,  99.  ^  Laws  186&-69,  P*  ^^S- 

&Ibid.,  pp.  102,  III,  112.  «  Laws  1876-77;  p.  297. 

c  Ibid.,  p.  100. 
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the  corporation  was  required  to  pay  i  per  cent  upon  the  actual  cash 
value  of  every  share  of  its  capital  stock. 

In  1879  3.  tax  of  $50  per  car  per  annum"  was  imposed  on  sleep- 
ing-car companies. 

In  1 881  *  railroad  and  canal  companies  not  liable  to  a  tax  on  prop- 
erty or  franchise  were  required  to  pay  a  "privilege  tax  of  $25  per 
mile  per  annum/'  instead  of  the  tax  on  shares.  Telegraph  com- 
panies were  added  to  the  list  of  companies  whose  franchises  were 
required  to  be  assessed  by  the  State.  * 

In  1883  telephone  companies  were  made  subject  to  the  gross  re- 
ceipts tax  paid  since  1867  by  express  and  telegraph  companies,  and 
the  tax  of  $50  per  car  on  sleeping  car  companies  was  replaced  by 
a  tax  of  fixed  amount",  namely,  $500  per  annum.** 

In  1887  all  companies  and  associations  incorporated  under  the 
laws  of  the  State,  except  insurance  companies,  were  taxed  upon 
the  aggregate  value  *  of  the  shares  of  stock,  less  assessed  valuation 
of  all  the  real  and  personal  property. 

As  to  railroads,  the  provision  for  valuing  the  franchise  con- 
tinued in  effect.  A  new  provision  required  a  board  of  appraisers ' 
to  deduct  from  the  aggregate  value  of  the  capital  stock  (changed 
in  1889  t^  ^^^d  "capital  stock  and  value  of  the  franchise 'V 
"the  total  assessed  value  of  all  real  and  personal  property,  'rail- 
road track'  and  'rolling  stock,'  and  the  proportion  of  such  stock 
after  such  deductions  held  by  nonresidents  or  by  said  company 
as  a  sinking  fimd  to  meet  its  indebtedness."  The  values  of  the 
"shares  of  capital  stock"  as  thus  determined,  of  the  "railroad 
track,"  and  of  the  "rolling  stock,"  were  apportioned  on  a  mileage 
basis  among  the  counties  through  which  the  road  ran.  When 
part  of  the  road  was  outside  the  State  the  value  within  the  State 
was  obtained  on  the  mileage  basis. 

Machine  and  repair  shops,  general  oflSce  buildings,  storehouses, 
and  all  real  and  personal  property  outside  of  the  right  of  way  and 
depot  grounds  were  listed  for  taxation  in  the  county  where  located. 

o  Laws  1879,  p.  89. 

&  Laws  1881,  p.  195. 

c  Ibid.,  p.  203. 

^  Laws  1883,  p.  211. 

^  Laws  1887,  p.  283,  et  seq.  The  market  value,  or  if  no  market  value,  then  the 
actual  value. 

/  The  board  of  appraisers  was  composed  of  the  chairmen  of  the  boards  of  oounty 
commissioners  of  the  counties  through  which  the  road  passed. 

0  Laws  1889,  p.  209.  Value  of  the  capital  stock  and  franchise  was  to  be  as  ascer- 
tained by  the  governor,  auditor,  and  treasurer  of  State. 
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In  1 89 1  the  board  of  railroad  commissioners  was  made  the 
assessing  board  of  railroad  property.  It  was  required  to  value 
and  apportion  to  the  coimties  railroad  track  and  rolling  stock  of 
railroads ;  **  also  the  excess  of  the  value  of  capital  stock  and  fran- 
chises over  the  assessed  value  of  real  and  personal  property,  rail- 
road track,  rolling  stock,  and  the  proportion  of  stock  held  by 
nonresidents.  If  the  raikoad  was  exempt  from  taxation  on  its  real 
estate  but  liable  to  a  tax  upon  the  value  of  its  shares  and  of  per- 
sonal property,  it  was  subject  to  an  additional  tax  of  one-half  of 
I  per  cent  on  its  gross  receipts;  if  all  its  property  was  exempt, 
it  was  subject  to  a  tax  of  i  per  cent  on  gross  receipts.  *  The  rate 
on  sleeping  and  parlor  cars  was  in  189 1  again  changed  to  $50  per 
car  instead  of  $500  per  annum  for  each  company.  * 

In  1895  a  general  privilege  tax,  with  rates  graduated  according 
to  the  amount  of  authorized  capital  stock,  was  enacted.  It  ap- 
plied to  every  private  business  corporation  except  railroad,  bank, 
and  insurance.^ 

In  1897  the  method  of  taxing  express  companies  was  changed 
to  an  annual  tax  of  $3,000  for  every  express  company  whose 
gross  receipts  on  business  done  in  the  State  exceeded  $i  0,000  per 
year.  Otherwise  express  companies,  like  telegraph  and  telephone 
companies,  were  made  taxable  at  2  per  cent  on  gross  receipts  from 
business  within  the  State.  * 

In  1 899  the  base  of  the  general  franchise  tax  was  changed  from 
authorized  to  subscribed  capital  stock./  Land  companies  whose 
capital  stock  did  not  exceed  $10,000  actual  value,  however,  were 
subjected  to  a  maximum  privilege  tax  of  $25. 

In  1 899  the  tax  on  gross  receipts  of  certain  railroad  companies 
was  omitted  from  a  reenactment  of  the  statute,  and  the  board  of 
railroad  commissioners  was  required  to  assess  the  property  and 
rolling  stock  of  all  railroad  companies,  taking  into  consideration 
the  market  value  of  stock,  earnings,  etc.^'  Telegraph,  telephone, 
and  express  companies  were  required  to  report  to  the  board  of 
railroad  commissioners,  who  valued  property  of  these  companies 
and  certified  such  valuations  to  the  coimties  wherein  they  operated. 

The  graduated  gross-earnings  tax  on  steam  railroad  companies 
dates  from  1901.* 

■—^ — — • m r -     

«  Laws  1891,  p.  321.  «  Laws,  1897,  p.  242. 

*  Ibid.,  p.  300.  /  Laws  1899,  p.  48  et  seq. 

c  Ibid.,  p.  302.  g  Ibid.,  p.  81. 

d  Laws  1895,  p.  125.  *  Laws  1901,  p.  147. 
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Separation  of  Sources  Becomixieiided — Constitutional  Amendment* 

* 

The  state  treasurer,  in  his  report  for  1911-12,  recommended 
that  the  sources  of  state  revenue  be  separated  from  the  sources  of 
county  revenue,  that  the  State  should  levy  the  constitutional  limit 
upon  its  public-service  corporations,  and  that  the  localities  be 
permitted  to  raise  their  revenue  from  personal  property  and  real 
estate,  which  should  not  be  taxed  for  state  purposes.** 

A  proposed  constitutional  amendment  submitted  to  the  voters 
by  the  legislature  in  extra  session  during  1913  ^  and  rejected  by 
the  people  in  19 14  was  intended  to  authorize  the  legislature  to 
classify  subjects  of  taxation  and  to  separate  the  subjects  of  tax- 
ation for  state  and  local  pmposes.^  The  language  intended  to 
replace  the  wording  of  section  3 ,  Article  V,  of  the  state  constitu- 
tion was  as  follows: 

"The  General  Assembly  may,  consistent  with  natural  justice 
and  equity,  classify  subjects  of  taxation;  arid  all  taxes  shall  be 
uniform  upon  the  same  class  of  property  within  the  territorial 
limits  of  the  authority  levying  the  tax :  Provided^  that  no  income 
shall  be  taxed  when  the  property  from  which  the  income  is  derived 
is  taxed;  and,  consistent  with  nattu-al  justice  and  equity,  the 
General  Assembly  may  separate  subjects  of  taxation  for  state  and 
local  ptuposes." 

Mortgage-Recording  Taxes. 

In  view  of  the  futility  of  attempted  taxation  of  mortgages  tmder 
the  general  property  tax,  the  Tax  Commission  in  191 2  expressed 
the  opinion  that  the  mortgage-recording  tax  systems  of  New  York 
and  Massachusetts,  whereby  mortgages  are  taxed  at  a  low  rate  at 
the  time  of  recording,  were  worthy  of  careful  study,  but  the 
adoption  of  a  similar  method  by  North  Carolina  would  necessitate 
a  change  in  the  state  constitution.  ^ 

Corporate  Excess. 

The  assessment  of  domestic  business  corporations  on  "  corporate 
excess,**  namely,  on  tliat  element  of  value  represented  by  the 
difference  between  the  market  value  of  the  total  capital  stock  and 
the  assessed  value  of  real  and  personal  property  as  found  by  local 
oflScials,  seems  to  have  met  with  success  in  North  Carolina  from 
the  viewpoint  of  revenue.  The  effect  of  the  statute  is  to  tax  for 
both  state  and  local  purposes  the  entire  value  of  domestic  busi- 

<»  Report  of  State  Treasurer,  1911-1  a,  p.  la 
b  Laws  19x3,  Extra  Session,  pp.  97,  98. 
c  Report  of  Tax  Commission,  1912,  p.  v. 
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ness  corporations  as  indicated  by  the  market  or  actual  value  of 
their  capital  stock,  while  foreign  business  corporations  are  not  tax- 
able on  ''corporate  excess,"  but  they  are  taxable  similarly  to 
individuals. 

While  the  amount  of  revenue  derived  from  the  taxation  of 
"  corporate  excess  "  is  not  readily  ascertainable,  the  assessed  valua- 
tion as  found  by  the  State  Tax  Commission  for  the  years  1 901  to 
191 3,  inclusive,  are  shown  in  the  following  tabulation:^ 


Year. 


190X 
xgoa 
1903 
1904 
X905 
X906 
1907 


Corporate 
s,  asses 
vahie. 


♦5>8i37»44a-<» 
6>059,  X66.00 
5»  803, 025. 40 
6,9x4,195. 15 
8,a7S»697-<» 
9f674>6s4-oo 

10,365,090.00 


Year. 


Z908. 

X909. 
1910: 
X9X1. 
Z9za. 
19x3. 


Ccxporate  cx- 
B,  asses 

value. 


$xo,a54,874*oo 

iS»436»3*>-oo 

13,464,305.00 

9,X36,694.oo 

8,37S»X"-oo 

xo,  444, 157. 00 


As  shown  by  the  above  tabulation,  the  assessments  of  "  corporate 
excess"  increased  gradually  from  a  little  less  than  $6,000,000  in 
1901,  to  more  than  $15,000,000  in  1^09,  and  then  decreased  to 
approximately  $8,000,000  in  191 2.  This  somewhat  abrupt  de- 
crease, according  to  state  officials,  does  not  indicate  a  decrease  in 
the  taxable  value  of  corporations,  but  represents  a  tendency  on 
the  part  of  local  assessors  to  raise  the  assessments  of  real  and 
personal  property  belonging  to  corporations  taxable  on  corporate 
excess.  ^ 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  the  coiut  reports, 
of  value  in  the  study  of  corporate  taxation  in  North  Carolina: 

Reports  of  State  Treasurer. 

Reports  of  State  Auditor. 

Reports  of  State  Tax  Commission. 

Reports  of  State  Corporation  Commission. 

Our  Taxation  Problem,  by  Charles  Lee  Raper,  published  in  the 
South  Atlantic  Quarterly,  October,  19 13. 

Studies  in  State  Taxation,  Taxation  in  North  Carolina,  by 
George  Ernest  Barrett,  Johns  Hopkins  University  Studies  in 
Historical  and  Political  Science,  Vol.  XVIII,  1900. 


<»  Report  of  the  State  Tax  Commission,  1914,  p.  384. 
fr  Interview  with  state  tax  officials,  October,  19 14. 
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I.  GENERAL  VIEW. 
Chief  Features* 

First.  The  taxation  of  all  property  under  the  general  proi)erty 
tax  for  state  and  local  purposes. 

Second.  The  additional  taxation  of  corporations  for  state  pur- 
poses. 

General  Property  Tax. 

All  property  of  domestic  and  foreign  corporations  of  the  classes 
herein  treated  is  taxed  imder  the  general  property  tax,  paid 
locally  for  state  and  local  purposes.  Certain  property  of  corpo- 
rations is  assessed  by  the  state  board  of  assessors;  all  other  prop- 
erty is  assessed  locally. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  all  public-service  cor- 
porations pay  to  the  State  for  state  purposes  a  gross-receipts 
tax,  and  other  corporations  pay  a  tax  to  the  State  for  state  pur- 
poses, which,  with  respect  to  domestic  corporations,  is  based  on 
paid-up  capital  stock,  and  with  respect  to  foreign  corporations  is 
based  on  the  value  of  corporate  property  used  in  business  in  the 
State. 

Stockholders  and  Bondholders. 

When  the  corporate  property  is  taxed  in  the  State,  sharehold- 
ers arid  bondholders  are  not  taxed;  otherwise  shares  of  stock  and 
bonds  are  taxable  in  the  hands  of  the  holders. 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are  taxed  in 
practically  the  same  manner  as  similar  domestic  corporations, 
except  that  the  annual  corporation  license  tax  on  domestic  cor- 
porations is  based  on  paid-up  capital  stock,  whereas  in  the  case 
of  foreign  corporations  it  is  based  on  value  of  corporate  property 
u^d  in  business  in  the  State. 

zoa 
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Administration. 

The  State  Board  of  Assessors,  an  ex  officio  board  composed  of 
the  treasurer  of  state,  secretary  of  state,  comptroller  general, 
attorney  general,  and  chairman  of  the  board  of  railroad  com- 
missioners, annually  assesses  the  operating  property  of  railroad, 
telegraph,  telephone,  express,  and  sleeping-car  companies  and 
app)ortions  such  assessed  valuations  to  the  coimties  and  town- 
ships through  which  such  companies  operate."  This  board  also 
assesses  the  state  gross-receipts  tax  upon  public-service  corpo- 
rations. * 

The  state  board  of  equalization,  an  ex  officio  board  composed 
of  the  chairmen  of  the  respective  county  boards  of  equalization, 
equalizes  as  between  the  counties  and  cities,  towns,  and  .villages 
therein,  the  assessments  of  realty  which  is  made  every  fourth 
year.*  It  also  equalizes  annually  the  assessments  against  manu- 
facturers of  textile  fabrics,  cottonseed  oil  and  fertilizer  companies, 
and  canal  companies  providing  power.** 

The  comptroller  general  determines  the  sufficiency  of  all  prop- 
erty returns  made  by  corporations  assessed  by  the  state  board  of 
assessors,  and  certifies  such  assessments  to  the  proper  localities;  * 
he  also  determines  and  collects  the  amoimt  of  the  supplemental 
taxes  on  corporations  other  than  public-service  corporations;^ 
he  prescribes  the  form  of  all  tax  returns,^  mstructs  officials  as  to 
their  duties  imder  the  tax  laws,*  and  hears  appeals  from  the  coimty 
boards  of  equalization.* 

County  boards  of  equalization  hear  complaints  and  equalize 
assessments  of  real  and  personal  property  within  their  respective 
counties,  and  hear  appeals  from  the  local  boards  of  equalization.^ 

Township,  city,  or  town  boards  of  equalization  examine  and 
equalize  all  local  assessments  and  direct  the  assessment  of  omitted 
property,^  and  the  county  auditor  receives  the  returns  of  all  such 
property  as  listed  and  valued  by  the  owner.* 

The  state  treasurer  collects  the  state  gross-receipts  tax  imposed 
on  public-service  or  public-utility  corporations,'  the  comptroller 
general  collects  supplemental  taxes  on  other  corporations,  and  . 

«  Civil  Code»  sees.  312,  320-322.  0  Ibid.,  8cc.  295. 

&  Ibid.,  sec.  367.  *  Ibid.,  sec.  411. 

c  Ibid.,  sees.  436,  437.  <  Ibid.,  sec.  427. 

^  Ibid.,  sees.  337-339.  i  Ibid.,  sec.  423. 

«  Ibid.,  sees.  321,  325.  *  Ibid.,  sec.  383. 

/  Ibid.,  sees.  364,  365.  '  Ibid.,  sec.  369. 
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county  treasurers  collect  all  general  property  taxes  for  state  and 
local  purposes." 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND   STATUTES. 

Constitution.  ^ 

All  property  taxes  shall  be  laid  upon  actual  value,  as  ascertained 
by  an  assessment  therefor.*  The  general  assembly  shall  provide 
for  a  uniform  and  equal  rate  and  shall  prescribe  regulations  for  a 
just  valuation  of  all  property  except  mines  and  mining  claims,  the 
products  of  which  alone  shall  be  taxed.  **  A  graduated  tax  on  in- 
comes and  a  graduated  license  on  occupations  and  business  may 
be  imposed.  *  All  property  taxes,  state  and  local,  shall  be  levied 
on  the  assessment  made  for  state  taxes.' 

Certain  property  used  for  public,  educational,  charitable,  and 
religious  purposes  is  exempt  from  taxation.^ 

Counties  and  local  districts  may  be  vested  with  power  to  levy 
and  collect  taxes  uniform  as  to  persons  and  property.*  All  shares 
of  stockholders  in  any  bank  located  in  the  State  shall  be  listed  at 
true  value  in  money  and  taxed  for  mtmicipal  purposes  where  the 
bank  is  located;  "true  value  in  money"  shall  mean  and  incltide 
all  surplus  or  extra  moneys,  capital,  and  other  personal  property 
owned  or  in  possession  of  the  bank.  A  Uke  rule  of  taxation  shall 
apply  to  the  stockholders  of  all  other  corporations.* 

a  Civil  Code,  sees.  444, 445. 

Sources  of  revenue  in  South  Carolina: 

Municipal  and  local  districts.— (a)  General  property  tax;  (6)  poll  tax;  (c)  business 
taxes  and  ftcenses;  (d)  fees,  fines,  and  forfeitures. 

County .^a)  General  property  tax;  (b)  poll  tax;  (c)  business  taxes  and  licenses; 
(tf)  fees,  fines,  and  forfeitures. 

State .^a)  General  property  tax;  (6)  business  taxes  and  licenses;  (c)  income  tax; 
(d)  fees,  fines,  and  forfelttu-es. 

^  Except  as  otherwise 'indicated,  references  are  to  the  constitution  of  the  State,  as 
contained  in  the  Civil  Code  of  South  Carolina,  1912. 

c  Constitution  of  1895,  Art.  Ill,  sec.  39;  Art.  I,  sec.  6. 

^  Constitution,  Art.  X,  sec.  i. 

«  Ibid. 

The  general  assembly  may  provide  a  graduated  tax  on  incomes,  and  is  empowered 
to  adopt  its  own  methods  and  ratio  of  graduation  with  which  courts  have  nothing  to  do. 
The  exercise  of  such  graduation  is  necessarily  arbitrary.    Alderman  v.  Wells,  85  S.  C, 

507  (1910). 

/Constitution,  Art.  X,  sec.  13. 

"Assessment"  means  valuation.    Southern  Ry.  Co.  v.  Kay,  6a  S.  C,  28,  34  (1901). 

if  Constitution,  Art.  X,  sec.  4. 

h  Ibid.,  Art.  X,  sec.  5.     Interview  with  state  tax  officials,  October,  19x4. 

<  Ibid.,  Art.  X,  sec.  5. 
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Cities  and  towns  may  exempt  from  taxation,  except  for  school 
purposes,  manufactories  established  within  their  limits  for  five 
successive  years  from  the  time  of  the  establishment  of  such 
manufactories. " 

License  or  privilege  taxes  imposed  by  cities  and  towns  shall  be 
graduated  so  as  to  seciure  a  just  imposition  of  such  tax  upon  the 
classes  subject  thereto.  * 

The  counties  shall  levy  an  annual  school  tax  of  3  mills  on  the 

dollar  upon  all  taxable  property,  for  use  therein.     The  legislature 

shall  levy  such  annual  school  tax  as  may  be  necessary,  to  be 

apportioned  among  the  cotmties  having  deficiencies  in  school 

funds.* 

Statutes.*' 
General  I^operty  Tax. 

All  corporations,  domestic  and  foreign,  pay  the  general  prop- 
erty tax  locally  for  state  and  local  purposes.  Property  is  required 
by  statute  to  be  assessed  at  true  value  in  money,  or  the  price 
usually  obtainable  at  sale  under  order  or  direction  of  the  court.* 
In  practice,  however,  property  is  assessed  locally  at  from  10  to  60 
per  cent,  and  corporation  property  is  assessed  by  the  State  Board 
of  Assessors  at  from  40  to  50  per  cent  of  full  cash  value,  f 

The  assessed  valuation  of  certain  property  of  public-service  cor- 
porations is  apportioned  for  taxation  on  the  mileage  basis  to  the 
localities  through  which  the  lines  or  routes  extend.  Other  prop- 
erty of  these  companies  and  all  real  estate  of  other  corporations  is 
taxed  where  located.  Merchants'  and  manufacturers'  stock  and 
capital  are  taxable  where  located.  Domestic  corporations  owning 
no  property  in  the  State  are  not  taxed  on  their  capital.*'  All  prop- 
erty of  corporations,  except  that  of  certain  manufacturing  and 

o  Ctonstitution,  Art.  VIII,  sec.  8. 

ft  Ibid.,  Art.  VIII,  sec.  6. 

The  constitution  authorizes  the  general  assembly  to  provide  for  license  or  privilege 
taxes,  and  municipalities  are  allowed  to  graduate  the  same,  and  the  city  of  Abbeville 
can  levy  such  taxes  on  businesses  and  occupations  carried  on  in  the  city.  The  above 
section  provides  that  such  taxes  shall  be  just,  not  uniform,  but  the  city  must  tax 
without  discrimination  all  businesses  or  vocations  of  the  same  class.  Hill  v.  City 
Council  of  Abbeville,  59  S.  C,  396  (1901). 

A  mtmicipal  ordinance  imposing  a  license  tax  on  steam  railroads  for  business  done 
exclusively  within  a  city  was  sustained.  Florida  Cen.  and  Pen.  R.  R.  v.  City  of 
Columbia,  54  S.  C,  366  (1899). 

c  Constitution,  Art.  XI,  sec.  6. 

^  The  references  herein  given  are  to  the  Civil  Code  of  South  Carolina,  1912. 

«  Civil  Code,  sec.  379. 

/  Interview  with  state  tax  officials,  October,  19 14. 

9  Civil  Code,  sec.  333. 
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public-service  corporations,  is  assessed  locally.  Real  estate  is 
assessed  every  fourth  year  *  and  personalty  is  assessed  annually. 

Moneys  and  credits  are  taxable  as  general  property,  but  each 
person  assessed  is  entitled  to  deduct  from  his  credits  all  l^al 
debts  owing  by  him,  other  than  taxes  or  subscriptions  to  the 
capital  stock  of  a  corporation,  or  to  charity.  * 

Besides  the  usual  exemptions  of  property  used  for  public,  edu- 
cational, charitable,  and  religious  purposes,  wearing  apparel  in 
use,  and  subsistence  on  hand  to  the  value  of  $ioo,  are  exempt. 
Cities  and  towns  are  authorized  to  exempt  from  taxation,  except 
for  school  purposes,  local  manufacturing  industries,  for  five  suc- 
cessive years  from  establishment  therein.*' 

Special  Taxes. 

GrosS'teceipts  tax. — Domestic  and  foreign  railroad,  street  rail- 
way, telegraph,  telephone,  express,  passenger  car,  navigation, 
waterworks,  power,  and  light  companies  pay  to  the  State  for  state 
pmposes  a  gross-receipts  tax  of  threertenths  of  i  per  cent  on  their 
gross  income  from  intrastate  business.^  This  tax  is  assessed  by 
the  State  Board  of  Assessors,  based  on  reports  required  to  be 
made  by  these  companies  to  the  state  board  for  this  purpose,  and 
on  reports  made  to  the  state  officials  for  other  purposes.  * 

Capital  stock  tax, — Domestic  corporations  of  all  classes  other 
than  the  classes  named  in  the  preceding  paragraph,  pay  to  the 
State  for  state  purposes  a  tax  of  one-half  of  i  mill  upon  each  dollar 
of  paid-up  capital  stock,  but  the  minimtun  fee  is  $5.  This  tax  is 
denominated  by  statute  an  annual  license  fee.'  Similar  foreign 
corporations  pay  a  tax  based  upon  the  value  of  corporate  property 
used  in  the  conduct  of  their  business  within  the  State.  The  rate 
of  this  tax  is  one-half  of  i  mill  upon  each  dollar  of  value  of  such 

o  Civil  Code,  sec.  300. 

^  Ibid.,  sec.  293. 

c  Constitution,  Art.  VIII,  sec.  8. 

^  Civil  Code,  sec.  369.     Interview  with  state  tax  officials,  Ck:tober,  1914. 

« Ibid.,  sees.  361,  36a,  366,  367. 

/Ibid.,  sec.  364. 

"  The  amount  so  directed  to  be  paid  is  for  the  privilege  of  carrying  on  business  in  the 
State.  Apart  from  this  privilege  tax,  of  course,  property  in  the  State  is  subject  to  the 
regular  levies  for  county  and  state  purposes.  It  seems  so  evident  that  a  State  has  a 
right  to  make  such  exactions  from  its  domestic  corporations,  its  own  creatures,  that 
no  one  would  question  its  exercise.  Certainly,  such  an  exercise  involves  no  double 
taxation,  for  the  privilege  is  clearly  one  thing  and  the  property  is  another.  That  the 
State  has  a  right  to  tax  such  privileges  has  been  held  in  a  line  of  cases  beginning,  almost, 
with  the  foundation  of  our  republic."  Ware  Shoals  Manufacturing  Co.  v.  Jones, 
Comptroller,  78  S.  C,  211  (1907). 
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property,  with  a  minimum  fee  of  $5.^  Domestic  corporations, 
taxed  on  the  basis  of  paid-up  capital  stock,  pay  to  the  comptroller 
general  the  amoimt  due  upon  filing  their  report  with  said  officer, 
and  the  amount  due  from  foreign  corporations  is  determined  by 
the  comptroller  general  from  reports  made  to  him  by  these 
companies. 

Tax  for  support  of  railroad  commission. — Railroad,  telegraph, 
telephone,  and  express  companies  are  taxed  locally  for  the  main- 
tenance of  the  board  of  railroad  commissioners  according  to  their 
gross  income  and  in  proportion  to  the  track  route  or  line  mileage 
in  the  State.  * 

Railroad  Companies. 

Domestic  and  foreign  railroad  companies  pay  locally  the  general 
property  tax  for  state  and  local  purposes.  In  addition,  they  pay 
to  the  State  for  state  purposes  the  gross-receipts  tax,  and  locally 
*  the  tax  for  the  support  of  the  railroad  commission. 

Railroad  property  may  be  described  as  classified  for  assessment 
purposes  thus:  (a)  Operating  property,  which  is  assessed  by  the 
State  Board  of  Assessors, «  and  (b)  nonoperating  property  which  is 
assessed  locally.  Operating  property  is  subdivided  as  right  of 
way,  rails,  all  right-of-way-superstructure  and  rolling  stock;  and 
nondistributive  property,  which  includes  all  other  property,  such 
as  depots,  terminals,  fixtures,  tools,  implements,  machinery,  and 
other  stationary  property  used  in  daily  operation. 

The  method  used  by  the  State  Board  of  Assessors  in  assessing 
operating  property  consists  of  a  readjustment  from  year  to  year 
of  the  valuation  foimd  in  1907.  In  that  year  several  methods, 
such  as  the  capitalization  of  earnings,  etc.,  were  used  to  determine 
the  valuation  of  the  roads  operating  in  the  State.  These  valua- 
tions were  then  adjusted  so  that  the  aggregate  would  not  exceed 
the  value  of  railroad  property  in  South  Carolina  as  given  by  the 

«  Civil  Code,  sec.  365. 

A  foreign  corpoiation  loaning  money  from  its  New  York  office  on  the  security  of 
South  Carolina  real  estate  is  doing  business  in  the  State,  and  therefore  subject  to  this 
fee.    British-American  Mortgage  Co.  v.  Jones,  77  S.  C,  443  (1907). 

ft  Civil  Code,  sees.  3141,  3328. 

"The  legislative  and  constitutional  pixmsions  of  the  State  that  taxation  of  property 
shall  be  equal  and  imiform  and  in  ptoportion  to  its  value  is  not  violated  by  exacting 
a  contribution  according  to  their  gross  income  in  proportion  to  the  number  of  miles  of 
railroad  operated  in  the  State  to  meet  the  special  service  required . ' '  (Referring  to  the 
expenses  and  salaries  of  the  railroad  commissioners.)  Charlotte  C.  &  A.  R,  R.  Co.  v. 
Gibbes,  14a  U.  S.,  386  (1893). 

c  Gvil  Code,  sees.  305,  312. 
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United  States  Bureau  of  the  Census  for  1904.  These  figures  were 
reduced  about  40  per  cent  for  the  purpose  of  bringing  the  assess- 
ment  of  raih-oad  property  to  approximately  the  same  percentage 
of  true  value  as  applied  to  the  assessment  of  the  general  mass  of 
property  in  the  State.  ^ 

After  determining  the  assessment  annually,  the  value  of  distribu- 
tive property  is  apportioned  by  the  state  board  on  the  main-track 
mileage  basis  to  the  several  coimties  and  townships  into  which 
the  road  extends.*  County  auditors  make  a  similar  apportion- 
ment to  school  or  taxing  districts.  * 

The  valuation  of  nondistributive  property  is  assigned  directly  to 
the  localities  where  situated.*  '  Nonoperating  property  is  assessed 
where  located  by  local  officials. 

Each  railroad  company  is  required  to  report  to  the  comptroller 
general  details,  with  respect  to  its  capital  stock,  earnings,  and  other 
financial  data,  the  length  of  track,  valuation  and  location  of  prop- 
erty, and  such  other  information  as  will  enable  the  state  board  to 
arrive  at  a  proper  valuation  of  the  company's  property.^ 

Telegraph,  Telephone,  Express,  and  Passenger-Car  Companies. 

Domestic  and  foreign  telegraph,  telephone,  express,  and  passen- 
ger-car companies  pay  locally  the  general  property  tax  for  state 
and  local  purposes. «  In  addition,  they  pay  to  the  State  for  state 
purposes  the  gross-receipts  tax,  and  locally,  except  car  companies, 
the  tax  for  the  support  of  the  state  board  of  railroad  commis- 
sioners. 

The  statute  f  directs  the  State  Board  of  Assessors  to  ascertain 
the  true  cash  value  of  the  entire  property  of  each  company  of 
the  above-named  classes  in  the  following  manner: 

(a)  The  aggregate  value  of  the  capital  stock  is  determined  by 
the  sum  of  the  market  value  or  actual  value  of  all  the  shares.  To 
this  is  added  any  mortgage  indebtedness  which  may  be  incurred. 
The  total  of  these  two  items  represents  the  entire  value  of  the 
company's  property. 

o  Interview  with  state  tax  officials,  October,  19 14. 
^  Civil  Code,  sec.  308. 

c  Ibid.,  sec.  313.     Interview  with  state  tax  officials,  October,  1914. 
The  law  requires  the  State  Board  of  Assessors  to  apportion  the  value  of  railroad 
property  to  school  or  taxing  districts,  but  this  plan  is  said  to  be  impracticable 
<*  Ibid.,  sees.  306  and  311. 
« Ibid.,  sec.  325. 
/  Ibid.,  sec.  323. 
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(b)  The  statute  further  directs  that  for  the  purpose  of  ascer- 
tainmg  the  true  cash  value  of  the  property  within  the  State  of 
South  Carolina  the  board  shall  deduct  the  assessed  value  for 
taxation  purposes  of  all  real  estate  not  used  specifically  in  the 
business  of  said  companies  situated  within  the  State. 

(c)  The  board  shall  next  ascertain  the  true  cash  value  of  aU 
property  of  such  companies  within  the  State  of  South  Carolina,  by 
taking  the  proportion  of  the  remainder  as  above  determined:  Of 
telegraph  and  telephone  companies  which  the  length  of  the  line 
within  the  State  bears  to  the  total  length  of  line ;  or  of  car  compa- 
nies by  taking  a  like  proportion  of  the  whole  length  of  the  line 
over  which  the  cars  run;  or  of  express  companies  by  taking  a  like 
proportion  of  the  whole  length  of  the  liue  or  route  of  such  com- 
pany. 

(d)  From  the  true  cash  value  of  the  property  within  South 
Carolina  of  each  company  of  the  above-named  classes,  the  board 
is  directed  to  deduct  the  assessed  value  for  taxation  of  all  real 
estate,  structure,  machinery,  and  appliances  within  the  State  and 
subject  to  local  taxation  in  the  counties  and  townships,  and  the 
residue  shall  be  assessed  by  the  board  to  the  corporation. 

In  practice,  however,  the  statute  is  not  followed  and  the  state 
board,  by  a  method  which  it  does  not  reveal,  assesses  all  property 
used  in  the  business  of  each  such  company." 

Apportionment  to  the  coimties  and  townships  by  the  state 
board  is  based  on  that  proportion  of  the  valuations  of  poles,  iron 
wire,  and  copper  wire  which  the  number  of  miles  of  wire  of  tele- 
graph and  telephone  companies  and  of  route  of  express  and  pas- 
senger companies  in  any  coimty  or  township  bears  to  the  entire 
nvunber  of  miles  of  wire  or  route  within  the  State.* 

Public  Utility  Corporations. 

Domestic  and  foreign  street  railway,  gas,  water,  electric  light, 
power,  and  navigation  companies  pay  the  general  property  tax 
locally  for  state  and  local  purposes.  In  addition,  they  pay  to  the 
State  for  state  purposes  the  gross-receipts  tax.«  All  interests  or 
shares  in  vessels  navigating  the  waters  within  or  bordering  on  the 
State,  whether  such  vessels  are  within  the  jurisdiction  of  the 
State  or  not,  and  whether  registered  or  licensed  within  the  State 
or  not,  are  taxable.** 

o  Civil  Code,  sec.  323.    Interview  with  state  tax  ojQScials,  October,  1914. 
&  Ibid.,  sec.  335. 
clbid.,  sec.  369. 
^'Ibid.,  sec.  293. 
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Real  and  personal  property  of  these  companies  is  assessed  locally 
in  the  same  manner  as  property  of  individuals." 

Manufacturing,  Mercantile,  and  Mining  Corporations. 

Domestic  and  foreign  manufacturing,  mercantile,  and  mining 
corporations  pay  locally  the  general  property  tax  for  state  and 
local  purposes.  In  addition,  domestic  corporations  pay  to  the 
State  for  state  purposes  the  capital-stock  or  corporation  license 
tax  based  on  paid-up  capital  stock,  and  foreign  corporations  pay 
a  similar  tax  based  on  the  value  of  corporate  property  used  in 
business  in  the  State.  * 

Real  property,  except  lands  actually  mined,  and  personal 
property  belonging  to  companies  of  the  above-named  classes,  is 
assessed  locally.*'  Land  actually  mined  is  not  taxed,  but  in  lieu 
thereof  the  proceeds  from  mines  are  taxed  locally.  <*  Materials 
used  in  manufacture  are  assessed  at  the  monthly  average  cost 
value  of  such  materials  on  hand  during  the  year.  * 

A  statement  of  assessments  on  property  of  manufacturers  of 
textile  fabrics,  cottonseed  oil,  and  fertilizer  companies,  and  canal 
companies  providing  power,  is  forwarded  to  the  comptroller 
general  for  the  action  of  the  state  board  of  equalization,  for  the 
purpose  of  obtaining  uniformity  in  the  taxation  of  the  property 
of  such  industries.^  The  state  board  fixes  its  own  value  upon 
the  property  of  these  companies  practically  independently  of  the 
assessments  made  locally.^ 

Mercantile  corporations  are  assessed  on  the  value  of  goods, 
merchandise,  moneys,  and  credits  pertaining  to  their  business  on 
hand  January  first.* 

The  cash  market  value  of  the  gross  proceeds  of  active  mines  is 
assessed  and  taxed  locally  imder  the  general  property  tax  for 
state  and  local  purposes  m  lieu  of  the  tax  on  actively  mined 
lands.* 

Personal  property  used  in  connection  with  mines  and  land  not 
actively  mined  is  assessed  and  taxed  as  similar  property  of  indi- 

«  Civil  Code,  sees.  293,  296-300. 

^  Ibid.,  sees.  364,  365. 

c  Constitution,  Art.  X,  sec.  i;  Civil  Code,  sees.  293,  296-300. 

^  Civil  Code,  sec.  304. 

«  Ibid.,  sec.  302. 

/Ibid.,  sees.  337,340. 

9  Interview  with  state  tax  officials,  October,  1914.     See  Comments,  p.  114. 

*  Civil  Code,  sec.  299. 

<  Ibid.,  sec.  304. 
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viduals.  Mining  rights  and  mining  improvements  owned  sepa- 
rately from  the  fee  are  assessed  to  the  owner  of  the  rights  as 
personal  property." 

Stockholders  and  Bondholders. 

Shares  of  stock  in  and  bonds  of  domestic  and  foreign  corpora- 
tions whose  property  is  taxed  in  the  State  are  not  taxed  in  the 
hands  of  holders.  ^  Shares  of  stock  in  and  bonds  of  other  corpora- 
tions are  taxable  to  holders  under  the  general  property  tax.  ^ 

Foreign  Corporations. 

The  general  property  taxes  are  imposed  on  foreign  corporations 

in  the  same  manner  and  to  the  same  extent  as  against  similar 

domestic  corporations.     This  applies  also  with  respect  to  the 

gross-receipts  tax  on  public-service  and  public-utility  companies. 

Other  classes  of  foreign  corporations  pay  the  State  a  tax  based  on 

the  amoimt  of  corporate  property  used  in  business  in  the  State, 

while  similar  domestic  corporations  pay  on  the  basis  of  paid-up 

capital  stock. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  51  per  cent. 

ToTAi<  Statq  Rhceipts,  Taxbs  prom  Corporations,  Othbr  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  December  31,  1912.'' 

Total  State  receipts,  all  sources $2, 437, 997.  62 

State  taxes  from  corporations: 

Railroads,  steam,  and  street — 

General  property  < S251, 659.  Ss 

Cross  receipts 29, 097.  64 

Sleeping  car — 

General  property  « 948.  75 

Gross  receipts i^?-  55 

Express  companies — 

General  property  « i,  727.  38 

Gross  receipts 435. 99 

Telegraph  companies — 

General  property  « 3, 291. 45 

Gross  receipts 2^3.  68 

o  Civil  Code,  sec.  380. 

&  Ibid.,  sees.  294,  2805.    Interview  with  state  tax  officials,  October,  19x4. 
c  Ibid.,  sees.  287,  293. 

^  Report  of  Comptroller  General,  Pt.  II,  19x2. 

«  Estimated  by  applying  the  state  rate  of  5.75  mills  to  property  values  found  in  the 
Report  of  Comptroller  General,  Pt.  II,  19x2. 
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State  taxes  from  corporations — Continued. 
Telephone  companies — 

General  property  « $7, 099. 93 

Gross  receipts 2, 46S.  70 

Navigation  companies,  general  property  ,<*  and  gross 

receipts 405. 01 

Water,  light,  and  power  companies,  general  pxx>p- 

erty  «  and  gross  receipts 28, 703. 67 

Fertilizer  companies,  general  property  ^  and  fees.  .  .     236,939. 69 
Cotton  mill  and  textile  companies — 

General  property  « , 160, 598. 26 

Capital  stock 35, 884. 87 

Cottonseed-oil  mills,  general  property  a  and  capital 

stock II,  017. 39 

Banking  companies,  general  property  <>  and  capital 

stock 142, 696.  50 

Building  and  loan  companies,  general  property  a  and 

capital  stock 5, 512.  86 

Insurance  companies,  taxes  and  fees 176, 835. 09 

Miscellaneous   domestic    and   foreign    corporations, 

capital-stock  tax 33, 935. 17 

Railroad-commission  tax 6, 652. 10 

Incorporation  fees,  etc 39a  00 

Total  ascertainable  state  taxes  from  corporations $1, 136, 641. 41 

Other  taxes: 

Tax  on  feed  stuffs 22, 145. 15 

Income  tax 14, 097.  69 

Board  of  fisheries 8, 563.  78 

Game  protection  fund i,  943.  50 

Back  taxes 537. 49 

General  property  tax  (less  $599,400.44  above  esti- 
mated) ^ 1,055,802. 66 

Total  state  taxes  not  from  corporations i,  103, 09a  27 

Total  taxes  for  state  purposes,  all  sources 2, 239, 731. 68 

Receipts  from  sotu'ces  other  than  taxes: 

Dispensary 48, 567.  98 

Fees,  office  secretary  of  state 27, 081.  85 

Miscellaneous  fees i,  473.  41 

Interest 42, 32a  58 

United  States  aid  to  colleges 50,  oca  00 

Judgment  recovered 11, 413.  92 

Sinking  fund  commission 8, 66a  94 

School  fund 7, 247.  26 

Phosphate  royalty 1,50a  00 

Total  receipts  from  source^  other  than  taxes 198, 265. 94 

Total  state  receipts,  all  sources 2, 437, 997.  62 

«  Estimated  by  applying  the  state  rate  of  5.75  mills  to  property  values  found  in  the 
Comptroller's  report. 

^  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  practically  impos- 
sible to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 
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IV.  COMMENTS. 
Historical. 

Previous  to  1861  the  greater  part  of  state  revenue  was  derived 
from  a  per  capita  tax  on  slaves,  while  the  revenue  realized  from 
land  taxation  was  less  than  one-fourth  of  the  revenue  from  this 
head  tax.  At  the  close  of  the  Civil  War  the  revenue  derived  from 
land  taxation  had  increased  both  in  amount  and  in  proportion  to 
other  sources,  but  more  than  one-half  of  the  total  revenue  was 
raised  from  income,  license,  and  capitation  taxes.  The  present 
system  of  raising  state  revenue  by  an  ad  valorem  tax  upon  the 
value  of  all  property  in  the  State  was  adopted  in  1868. 

Tax  Reforms. 

The  present  system  of  taxation,  in  the  opinion  of  the  comp- 
troller general,  now  needs  revision  so  that  the  necessary  revenue 
of  the  State  can  be  raised  in  such  a  manner  that  each  taxpayer 
and  each  dollar  of  property  shall  bear  a  just  share  of  the  biurden. 
To  accomplish  this  all  property  must  be  assessed  at  true  value. 
According  to  the  same  authority  a  popular  objection  to  assess- 
*  ment  at  true  value  is  based  on  the  fear  that  the  tax  rate  would  not 
be  reduced,  but  that  the  legislative  appropriations  would  increase 
and  the  people  be  taxed  to  the  limit  of  their  capacity.  The  present 
rate  of  three  mills  for  school  purposes  is  fixed  by  constitutional 
provision,  and  it  would  be  necessary  to  repeal  this  section  if  a 
lower  rate  were  imposed.  The  comptroller  general  also  urges  the 
submission  of  a  constitutional  amendment  which  would  remove 
the  present  restrictions  on  the  exercise  of  the  taxing  powers  of  the 
legislature,  so  that  it  will  be  free  to  adopt,  from  time  to  time, 
such  tax  laws  as  may  seem  best.^ 

For  several  years  past  this  official  has  urged  the  creation 
of  a  permanent  tax  commission,  with  power  to  assess  the 
property  of  railroad,  tel^^raph,  telephone,  express  and  car 
companies,  now  assessed  by  a  ntmiber  of  state  officials  acting  ex 
officio,  and  to  do  the  work  now  performed  by  the  .state  board  of 
equalization.  Attention  is  called  to  the  fact  that  the  present 
assessing  board  and  the  equalizing  board  fix  different  standards 
of  valuation,  hence  a  common  standard  necessary  for  equality  of 
taxation  is  lacking.  In  the  opinion  of  the  comptroller  general 
the  tax  commission  proposed  should  consist  of  five  members,  two 
of  whom  should  give  their  entire  time  to  its  work;  they  should 

«  Report  of  Comptroller  General,  Pt.  II,  1913,  p.  11. 
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examine  property  values  in  the  diflferent  counties  and  tax  districts 
for  the  purpose  of  properly  equalizing  value  between  counties, 
leaving  to  the  local  officers,  however,  the  power  of  equalizing 
assessments  between  individuals. 

The  composition  of  the  present  state  board  of  equalization  with 
representation  from  each  county  renders  it  impossible  to  secure 
anything  like  a  fair  and  uniform  assessment  of  property  because 
of  the  temptation  of  each  member  to  secure  the  lowest  possible 
assessment  of  property  in  his  county. '^ 

The  comptroller  general  also  urges  legislation  for  the  purpose  of 
securing  the  taxation  of  cars  of  freight-line  companies  operating 
in  the  State. 

Assessment  of  Textile  Industries. 

Between  the  years  1902  and  191 2  textile  mill  (or  manufacturing) 
companies,  according  to  the  comptroller  general,  were  assessed 
on  the  total  value  of  their  plant  as  indicated  by  the  market  or 
actual  value  of  their  capital  stock.  In  191 2  the  State  Board  of 
Equalization  adopted,  without  examination  as  to  methods  of  valua- 
tion used,  the  reported  assessments  of  a  committee  selected  by  the 
said  board  to  value  this  class  of  property.  This  valuation  also 
formed  the  basis  of  assessment  for  19 13,  but  instead  of  assessing 
each  company  according  to  property  returned  by  it,  the  board, 
following  a  suggestion  from  the  Cotton  Mill  Association,  reduced 
the  aggregate  of  all  textile  mill  assessments  to  a  valuation  per 
spindle,  which,  multiplied  by  the  number  of  spindles  in  any  mill, 
equaled  the  total  assessment  thereof. 

The  comptroller  general  protested  that  this  method  was  faulty, 
and  said  in  effect:  That  the  value  per  spindle  based  on  the  aggre- 
gate value  of  all  mills  in  the  State  bore  no  relation  to  the  total 
value  of  the  property  of  any  particular  mill;  that  improved  looms 
required  less  spindles  than  others;  that  the  value  of  the  mill 
varied  with  the  value  and  amount  of  land  owned;  that  such  land 
ownership  varied  from  the  minimum  necessary  for  mill  (or  manu- 
facturing) purposes  to  an  amount  used  for  a  mill  (or  manufacturing) 
village;  and  that  relative  debits  and  credits  are  important  factors 
affecting  the  whole  property  of  a  mill  (or  manufacturing) 
company.  ^ 


o  Report  of  Comptroller  General,  Pt.  II,  1913,  pp.  9-16. 

^  Printed  letter  of  comptroller  general  to  the  state  board  of  equalization,  May  ai. 

1913- 
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Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  court  reports,  of 
value  in  the  study  of  corporate  taxation  in  South  Carolina: 

Reports  of  Comptroller  GeneraL 
Reports  of  State  Treasurer. 


GEORGIA. 

L  GENERAL  VIEW. 
Chief  Features. 

First.  The  broad  application  of  the  general  property  tax  sup- 
plemented by  a  capital-stock  or  annual-occupation  tax  of  small 
amoimt. 

Second.  The  assessment  of  all  public-service  or  public-utility 
property  by  a  state  official. 

General  Property  Tax. 

Domestic  and  foreign  transportation  and  transmission  compa- 
nies pay  to  the  State  for  state  purposes  and  locally  for  local  pur- 
poses, and  mercantile  and  manufacturing  companies  pay  locally 
for  both  state  and  local  purposes,  the  general  property  tax. 
Public-service  and  public-utility  corporations  are  assessed  by  a 
state  official  on  all  property,  including  franchise.  All  other  prop- 
erty is  assessed  by  coimty  officials. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  domestic  corporations 
pay  locally  for  state  purposes,  and  foreign  corporations  pay  to 
the  State  for  state  purposes,  the  capital-stock  or  annual-occupa- 
tion tax  based  on  authorized  capital  stock.  Mercantile,  manu- 
facturing, and  miscellaneous  corporations  conductmg  certain  lines 
of  business,  pay  locally  for  state  purposes  annual  license  taxes, 
based  either  on  the  specific  kind  of  business  transacted  or  accord- 
ing to  the  population  of  the  county,  city,  or  town  wherein  such 
companies  operate. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  corporations  of  the  classes  herein  treated 
are  not  taxed  to  the  individual  holders,  if  the  corporate  property 
is  taxed  in  the  State.     Bonds  are  taxable  to  holders. 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are  taxed  in 
practically  the  same  manner  as  similar  domestic  corporations. 

Administration. 

The  comptroller  general,  elected  every  two  years,  is  required  to 
perform,  among  other  duties,  the  following :  To  assess  the  property, 
including  franchise  value,  of  transportation  and  transmission  com- 
panies; to  make  such  regulations  as  will  insure  prompt  and  faith- 

ii6 
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ful  execution  of  the  tax  laws;  and  to  recommend  improvements 
in  the  revenue  system.* 

The  tax  commissioner  is  appointed  by  the  governor  and  con- 
firmed by  the  senate  for  a  term  of  six  years.  No  original  assessing 
power  is  granted  the  commissioner,  but  his  duties  are:  To  equal- 
ize assessments  between  counties  by  adding  or  deducting  fixed 
percentages  to  or  from  values  as  determined  by  county  officials 
for  any  class  of  property ;  to  visit  annually  the  several  coimties  of 
the  State  for  the  purpose  of  acquiring  basic  information  as  to 
property  values;  to  investigate  the  methods  adopted  and  the 
character  of  administration  enforced  by  the  board  of  county 
assessors;  to  assist  the  comptroller  general;  and  to  recommend 
changes  in  tax  laws  through  the  comptroller-general  to  the  general 
assembly.  ^ 

Disputes  with  respect  to  assessments  of  taxes  arising  between 
corporations  and  the  comptroller  general,  or  between  taxpayers  and 
"county  boards  of  tax  assessors,"  are  subject  to  arbitration.*^ 

The  governor,  with  the  assistance  of  the  comptroller  general,  is 
required  to  "  levy  "  the  state  tax  rate.  When  this  has  been  done 
and  the  comptroller  general  has  determined  the  assessments, 
notice,  a  copy  of  which  must  be  published,  is  sent  to  the  tax  col- 
lector and  the  "levy"  is  then  completed.'* 

Assessments,  except  those  made  by  the  comptroller  general,  are 
equalized  within  the  counties  by  "  boards  of  county  tax  assessors  " 
and  between  the  counties  by  the  tax  commissioner.*  Boards  of 
coimty  assessors  are  appointed  by  boards  of  county  commission- 
ers. They  are  required  to  assess  omitted  property  and  have  a 
large  degree  of  inquisitorial  power.* 

State  taxes  on  public-service  corporations  are  collected  by  the 
comptroller  general;*  other  taxes  are  as  a  rule  collected  by  coimty 
tax  collectors./ 

^  Code,  sees.  243,  988-990,  1021,  1031-1033,  1038. 

&  Laws,  1913,  p.  123. 

<i  Code,  sees.  1045-1046;  Laws,  i9i3>  p.  123. 

^  Ibid.,  sees.  914-915,  1010-1012. 

« Ibid.,  sec.  98^90. 

/  Ibid.,  sec.  1211. 

Sources  of  revenue  in  Georgia: 

Municipal  and  local  districts. — (a)  General  property  tax;  (b)  poll  tax  for  street 
work;  (c)  business  licenses  and  taxes. 

County. — (a)  General  property  tax;  (6) -poll  tax  for  road  work;  (c)  business  taxes 
and  licenses;  (d)  fines,  fees,  etc. 

State. — (a)  General  property  tax;  (6)  poll  tax;  (c)  business  taxes  and  licenses; 
(d)  inheritance  tax;  (e)  fines,  fees,  etc. 


Il8  TAXATION  OP  CORPORATIONS. 

IL  DETAILS  AS  TO  THE  CONSTITUTION  AND    STATUTES. 

Constitution.** 

Neither  the  general  assembly,  nor  any  nor  all  other  departments 
of  the  government,  shall  ever  have  the  authority  to  irrevocably 
give,  grant,  limit,  or  restrain  the  right  of  taxation,  and  all  laws  or 
actions  to  effect  any  of  these  purposes  shall  be  null  and  void;  and 
the  said  right  of  taxation  shall  always  be  under  the  complete 
control  of,  and  revocable  by,  the  State,  notwithstanding  any  gift, 
etc.,  of  the  general  assembly.* 

**  All  taxation  shall  be  uniform  upon  the  same  class  of  subjects, 
and  ad  valorem  on  all  property  subject  to  be  taxed  within  the  terri- 
torial limits  of  the  authority  levying  the  tax,  and  shall  be  levied 
and  collected  under  general  laws. ''^ 

**  The  power  to  tax  corporations  and  corporate  property  shall  not 
be  surrendered  or  suspended  by  any  contract  or  grant  to  which  the 
State  shall  be  a  party.'*  ^ 

"The  general  assembly  may,  by  law,  exempt  from  taxation  all 
public  property;  places  of  religious  worship  or  burial;  all  institu- 
tions of  purely  public  charity;  all  buildings  *  *  *  used  as  a 
college,  *  *  *  orotherseminary  of  learning;  the  real  and  per- 
sonal estate  of  any  public  library '  *  *  *;  paintings  and  statuar\^ 
of  any  company  or  association  kept  in  a  public  hall,  and  not  held  as 
merchandise  or  for  purposes  of  sale  or  gain:  Provided,  the  property 
so  exempted  be  not  used  for  purposes  of  private  or  corporate  profit 

o  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  the  State  as 
contained  in  the  Code  of  Georgia,  1910. 

^  Constitution,  1877,  Art.  IV,  sec.  i,  par.  i. 

c  Ibid.,  Art.  VII,  sec.  2,  par.  i. 

The  legislature  or  municipal  authorities  may  classify  all  subjects  of  taxation  exclusive 
of  property,  and  may  tax  or  exempt  any  or  all  such  classes  with  a  uniform  rate  upon 
the  whole  of  each  class  taxed.  Taxation  on  property  must  be  upon  all  not  exempted 
in  the  constitution,  with  a  uniform  rate  upon  all  kinds.  An  ordinance  imposing  one 
rate  upon  realty,  another  on  one  kind  of  p>ersonalty ,  and  a  third  on  another  kind ,  is  void . 
Mayor,  etc.,  of  Savannah  v.  Weed  et.  al.,  84  Ga.,  683  (1890). 

A  provision  in  a  tax  act  (1902,  p.  30)  that  if  the  revenue  derived  from  the  ad 
valorem  tax  on  a  corporation  engaged  in  a  given  business,  together  with  all  taxes  on  its 
franchises,  does  not  amount  to  2}/^  per  cent  of  the  gross  receipts  from  such  business,  the 
corporation  shall  pay,  as  an  occupation  tax,  such  a  per  centum  upon  its  gross  receipts 
as  will,  when  added  to  the  ad  valorem  taxes,  state  and  cotmty,  including  all  taxes  on 
franchises,  be  equal  to  2}i  per  cent  upon  the  gross  receipts,  is  lacking  in  uniformity 
and  invalid.    Wright  v.  Southern  Bell  Tel.  &  Tel.  Co.,  127  Ga.,  227  (1906). 

It  is  within  the  constitutional  power  of  the  General  Assembly  of  this  State,  in  the 
imposition  of  specific  taxes  upon  occupations,  to  classify  the  subjects  of  taxation,  tax- 
ing some  and  omitting  to  tax  others;  and  the  principle  of  uniformity  required  (Const., 
art.  7,  par.  i,  sec.  2)  is  not  violated  so  loug  as  a  given  tax  is  made  uniform  upon  all 
individuals  belonging  to  the  particular  class  on  which  it  is  imposed.  Singer  Mfg.  Co. 
V.  Wright,  97  Ga.,  114  (1895). 

^  Constitution,  1877,  Art.  VII,  sec.  2,  par.  5. 
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or  income.  The  General  Assembly  shall,  further,  have  power  to 
exempt  from  taxation,  farm  products  including  baled  cotton, 
grown  in  the  State  and  remaining  in  the  hands  of  the  producer,  but 
not  longer  than  for  the  year  next  after  their  production.''  * 

"All  laws  exempting  property  from  taxation,  other  than  the 
property  herein  enumerated,  shsdl  be  void.'** 

**  The  levy  of  taxes  on  property  for  any  one  year  by  the  General 
Assembly  for  all  ptuposes,  except  to  provide  for  repelling  invasion, 
suppressing  insurrection,  or  defending  the  State  in  time  of  war, 
shall  not  exceed  five  mills  on  each  dollar  of  the  value  of  the  prop- 
erty taxable  in  the  State.*'  ^ 

"The  powers  of  taxation  over  the  whole  State  shall  be  exercised 
by  the  General  Assembly  for  the  following  purposes  only.  For  the 
support  of  the  state  government  and  the  public  institutions.  For 
educational  purposes,  in  instructing  children  in  the  elementary 
branches.  *  *  *  To  pay  the  interest  on  the  public  debt.  To 
pay  the  principal  of  the  public  debt.  To  suppress  insiurection,  to 
repel  invasion,  and  to  defend  the  State  in  time  of  war,  etc.  *   *   *  "  <* 

Statutes.' 

General  Property  Tax. 

All  corporations,  domestic  and  foreign,  are  subject  to  the  general 
property  tax  for  both  state  and  local  ptuposes.  That  portion  of 
the  general  property  tax  collected  from  public-service  corpora- 
tions for  state  purposes  is  paid  to  the  State ;  that  portion  collected 
from  pubUc-service  corporations  for  local  purposes,  Uke  the  entire 
general  property  tax  collected  from  other  classes  of  corporations 
and  from  individuals,  is  paid  locally./ 

The  statute  requires  all  taxable  property  to  be  assessed  at  fair 
market  value  or  at  that  value  which  attaches  to  property  when 
sold  in  the  usual  manner  for  cash.*'    In  practice,  however,  property 

<>  Constitution,  1877,  Art.  VII,  sec.  2,  par.  2,  as  amended  in  1912. 

&  Ibid.,  Art.  VII,  sec.  2,  par.  4. 

Under  this  constitution  the  general  assembly  can  not  lawfully  either  expressly 
exempt  from  taxation  or  accomplish  this  result  by  a  failure  to  tax  any  property  except 
that  which  in  the  constitution  itself  the  general  assembly  is  expressly  authorized  to 
exempt.  The  general  assembly  has  no  power  to  declare  that  an  occupation  or  business 
tax  shall  be  levied  upon  certain  classes  of  corporations,  which  when  collected  shall  be 
received  in  lieu  of  all  other  taxes  upon  the  property  of  such  corporation.  All  property 
of  every  nature  whatsoever,  except  that  which  the  constitution  expressly  declares  the 
general  assembly  has  power  to  exempt  within  the  limits  of  the  State,  is  not  only  subject 
to  taxation  but  must  be  taxed.  Atlanta  National  Bldg.  &  Loan  Ass'n  v.  Stewart,  109 
Ga.,  80  (1900). 

«  Constitution,  Art.  VII,  sec.  i,  par.  2. 

<*  Ibid.,  Art.  VII,  sec.  i,  par.  i. 

«  Except  as  otherwise  indicated,  the  references  given  herein  are  to  the  Code  of 
Georgia,  19 10. 

/Code,  sees.  914,  915,  987,  988,  1019,  1031,  1036,  1211. 

^Ibid.,  sees.  1004,  loio;  Laws  1913,  p.  123. 
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is  assessed  at  approximately  60  per  cent  of  fair  market  value.*" 
The  property  of  public-service  corporations  is  assessed  annually  by 
the  comptroller  general,  and  all  other  taxable  property  is  assessed 
annually  by  local  officials.  * 

lyands  and  improvements  are  not  separately  assessed.  The 
term  "real  estate"  includes  lands  and  the  buildings  thereon,  fix- 
tures attached  to  either  or  any  interest  therein. «  The  term  "  per- 
sonalty "  includes  shares  of  stock,  franchises,  and  all  things  hav- 
ing or  representing  value  which  are  not  included  in  the  term  "real 
estate."^  The  tax  rate  on  property  for  state  purposes  is  limited 
by  the  constitution  to  5  mills.  * 

The  value  of  property  belonging  to  public-service  corporations 
assessed  by  the  comptroller  general  is  apportioned  to  the  counties 
wherein  the  property  is  situated,  f  The  situs  for  taxation  piuposes 
of  real  property  belonging  to  other  corporations  is  its  location" 
If  the  real  estate  upon  which  a  manufacturing  or  other  business 
enterprise  is  carried  on,  lies  across  coimty  lines,  it  is  taxed  in  the 
county  where  the  main  building  containing  machinery,  or  most  of 
the  main  buildings,  are  located,  and  the  personal  property  used 
in  connection  therewith  is  taxed  at  the  same  place  as  the  real 
property;^  but  money,  notes,  and  accounts  of  such  corporations 
may  be  returned  where  the  principal  oflBce  in  the  State  is  located. 
Moneys  and  credits  are  taxable.*  Bona  fide  debts  are  not  de- 
ductible from  credits. 

o  Interview  with  state  tax  officials,  October,  19x4. 

&  Code,  sees.  987,  988,  1020. 

clbid.,  sec.  3617. 

<*Ibid.,  sec.  3646. 

«  Constitution,  Art.  VII,  sec.  i,  par.  2;  Code,  sec.  915. 

/Code,  sees.  988,  1023,  1038. 

9  Ibid.,  sees.  987,  1069. 

The  legislature  may  provide  in  which  county  the  returns  of  single  tracts  of  lands  or 
manufacturing  plants  divided  by  county  lines  shall  be  made.  County  of  Walton  v. 
County  of  Morgan,  120  Ga.,  548  (1904). 

*Ct>de,  sees.  987,  1003. 

A  foreign  corporation  had  a  place  of  business  in  Georgia  in  the  charge  of  an  agent 
of  limited  authority.  The  goods  used  in  the  business  were  shipped  from  outside  the 
State  to  Augusta  and  were  then  sold.  Some  of  the  sales  were  on  credit,  and  to  parties 
living  in  both  Georgia  and  South  Carolina,  the  notes  taken  in  the  course  of  business 
being  forwarded  to  the  principal  office  and  paid  either  there  or  through  the  local 
agency;  and  when  the  notes  and  accounts  were  collected  in  Augusta  the  amounts 
realized  were  sent  immediately  to  the  principal  office.  Held,  that  these  notes  and 
credits  were  subject  to  state  and  county  taxation  at  Augusta.  Armour  Packing  Co. 
V.  Clark,  124  Ga.,  369  (1905).    See  also  Armour  Packing  Co.  v.  Augusta,  zx8  Ga.,  552 

(1903)- 
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Property  devoted  to  public  uses,  to  educational,  religious,  char- 
itable, and  burial  purposes,  is  exempt  from  taxation;  also  all  farm 
products  remaining  in  the  hands  of  the  producer,  but  not  longer 
than  for  the  year  next  after  their  production.  ** 

Capital-Stock,  Licensei  or  Occupation  Taxes. 

Domestic  corporations  pay  locally  for  state  purposes  a  capital- 
stock  or  an  annual-license  or  occupation  tax,  hereinafter  referred 
to  as  the  capital-stock  tax.  Foreign  corporations  having  a  place 
of  business  within  the  State,  except  insm^ance  and  sewing-ma- 
chine companies,  pay  this  tax  for  state  purposes  to  the  comp- 
troller general.  With  respect  to  foreign  corporations  having  no 
place  of  business  within  the  State,  but  having  representation 
through  agencies,  it  is  payable  either  by  the  agent  or  by  the  cor- 
poration. The  rate  is  graduated  from  $io,  when  the  authorized 
capital  stock  does  not  exceed  $10,000,  to  $200,  when  in  excess  of 
$1,000,000.^ 

The  president  of  any  public-service  or  public-utility  corpora- 
tion doing  business  in  Georgia,  if  a  resident,  or  the  superintend- 
ent or  resident  oflBcial  in  charge,  if  the  president  is  a  nonresident, 
pays  for  state  purposes  an  annual  tax  of  $10.*^  The  tax  is  payable 
locally  if  the  corporation  represented  is  a  domestic  corporation 
and  to  the  comptroller  general  if  a  foreign  corporation.^ 

MercantHe,  manufacturing,  and  miscellaneous  corporations  con- 
ducting certain  lines  of  business  specified  by  statute,  pay  locally 
for  state  purposes  annual  license  taxes.  * 

<i  Code,  sec.  998;  Laws  1913,  p.  122. 

^  Code,  sec.  950,  as  amended  Laws,  i9i3>  pp<  34-35;  sec.  951. 

A  specific  tax  levied  under  the  statute  of  Geotgia  upon  persons  engaged  in  the 
conduct  of  a  particular  business  is  not  violative  of  par.  3,  sec.  8,  of  Art.  I  of  the  Con« 
stitution  of  the  United  States,  as  being  an  interference  on  the  part  of  the  State  with 
oommeroe  between  the  several  States,  where  the  ptx>perty  employed  in  such  busi- 
ness has  been  brought  into  the  State  and  has  itself  become  subject  to  taxation 
therein.    Singer  Manufacturing  Co.  v,  Wright,  Comptroller  General,  97  Ga.,  114 

(189s). 

c  Code,  sees.  919-920,  977.    Also  interview  with  state  tax  officials,  October,  1914. 

d  Code,  sec.  977. 

^  Ibid.,  sees.  922-984. 
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Railroads. 

Steam,  street,  and  electric  raikoads,  domestic  and  foreign, 
unless  exempted,®  pay  to  the  State  the  general  property  tax  for 
state  purposes  and  locally  for  local  purposes  on  all  property, 
including  franchise  value.  ^  In  addition  domestic  corporations 
pay  locally  and  foreign  corporations  pay  to  the  State  for  state 
purposes  the  capital-stock  tax. 

Railroad  property  is  classified  for  purposes  of  taxation  as 
'* located"  and  ** distributable.*'  Located  property*^  is  subclassi- 
fied  as:  '* Sidetrack,''  which  includes  all  track  paralleling  the 
main  track  and  connected  thereto  at  either  end;  "main  track," 
which  includes  the  right  of  way,  rails,  and  all  right-of-way  su- 
perstructures on  the  principal  track  of  any  main  stem,  branch, 
or  division  connecting  two  or  more  cities;  and  "real  estate," 
which  includes  buildings,  stations,  shops,  grounds,  and  real 
estate  other  than  right  of  way.  Distributable  property  is  sub- 
classified  as  "personal  property,"  which  includes  rolling  stock, 
tools,  moneys,  etc.;  and  "franchise,"  which  includes  all  intan- 
gible values  not  reported  to  the  comptroller  as  "personal  prop- 
erty." 

The  statute  provides  no  specific  method  of  assessment,  but  in 
practice  a  railroad  system  is  valued  as  an  entirety,  usually  by 

o  '*  Under  charters  granted  by  the  State  there  are  three  railroads  claiming  exemp- 
tions from  ad  valorem  taxation — the  Georgia  Railroad  &  Banking  Cb.,  the  South- 
western! and  the  Augusta  &  Savannah."  Report  of  the  Comptroller  General,  State 
of  Georgia  1912,  p.  10.  See  Wright  v,  Georgia  R.  R.  &  Banking  Co.,  216  U.  S., 
420  (1910). 

That  some  of  the  railroads  can  not  constitutionally  be  taxed  upon  their  property 
beyond  a  specified  percentage  upon  their  annual  income,  does  not  hinder  the  leg- 
islature from  taxing  all  other  railroad  companies  ad  valorem  upon  their  property, 
the  former  being  also  taxed  up  to  the  limit  established  by  their  charters.  Atlanta 
&F.  R.  C.  V.  Wright, 87 Ga.,  487  (1891). 

^  Code,  sees.  988,  1019,  103 1,  1036,  1039. 

Following  the  ruling  in  city  council  of  Augusta  v.  Central  Railit>ad,  78  Ga.,  119, 
there  is  no  authority  vested  in  any  municipality  in  this  State  to  levy  and  collect  an 
occupation  tax  upon  a  commercial  railroad  doing  business  in  such  municipalities, 
and  such  a  railroad  which  maintains  a  warehouse  merely  for  the  purpose  of  receiving, 
etc.,  goods  for  shipment,  is  not  subject  to  a  municipal  ordinance  levying  an  occupa- 
tion tax  up)on  warehousemen.  Town  of  Arlington  v.  Central  of  Georgia  Railway 
Co.,  127  Ga.,  721  (1907). 

c  Stock  in  a  nonresident  corporation  owned  by  a  domestic  railroad  company  is 
taxable  for  county  and  municipal  purposes  in  that  county  and  city  wherein  the 
principal  office  of  such  corporation  is  fixed  by  its  charter  or  by  law.  Such  property 
is  "located"  property  in  the  meaning  of  the  law  of  this  State  providing  the  machin- 
ery for  distributing  the  property  of  railroad  companies  for  cotmty  and  municipal 
taxation.    Greene  Coimty  v.  Wright,  126  Ga.,  504  (1906). 
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capitalizing  its  net  earnings  at  6  per  cent,  consideration  also  being 
given  to  the  value  of  its  stock  and  bonds.  The  taxable  value  in 
Georgia  is  then  determined  by  taking  that  proportion  of  the  entire 
value  which  the  value  of  the  property  in  the  State  bears  to  the  value 
of  the  property  wherever  located.  This  calculation  is  based  either 
on  the  proportion  which  the  main-track  mileage  within  the  State 
bears  to  the  total  main-track  mileage,  or  on  that  percentage  of  the 
entire  net  earnings  represented  by  the  net  earnings  within  the 
State.*  From  the  result  is  deducted  the  value  of  all  **  located 
property ' '  and  all '  *  personal  property. ' '  The  remainder  is  taken  as 
the  value  of  "franchise." 

The  valuation  per  mile  of  sidetrack  and  of  main  track  is  then 
determined  separately  for  each  main  stem,  branch,  or  division,  and 
the  number  of  miles  of  each  kind  of  track  in  the  State,  or  in  any. 
county,  city,  or  town,  multiplied  by  its  respective  valuation  per 
mile  equals  the  assessable  value  therein.  The  value  of  other 
*'  located  property  *'  is  assigned  directly  to  the  county,  city,  or  town 
wherein  it  is  located.  The  proportion  of  rolling  stock  taxable  in 
Georgia  is  determined  on  the  main-track  mileage  basis,  ^  and  it, 
with  franchise  value  and  value  of  all  other  "distributable  prop- 
erty," is  apportioned  to  the  counties,  cities,*^  or  towns  on  the  basis 
of  the  value  of  track  and  all  other  "located  property"  in  each, 
namely,  if  the  value  of  located  property  in  a  given  county  is  15  per 
cent  of  the  total  value  of  located  property  in  the  State,  15  per  cent 
of  the  distributable  property  would  be  apportioned  to  such 
county  .** 

The  valuations  made  by  the  comptroller  general  are  based  on  the 
best  information  obtainable  including  data  contained  in  annual 
reports  from  the  companies.  These  reports  show  among  other 
items  the  value  of  the  aggregate  property,  of  the  stock  and  bonds, 

«  Interview  with  state  tax  officials,  October,  1914. 

&  Code,  sec.  103 1. 

c  Where  a  city  grants  permission  to  an  electric  railway  company,  exclusively 
engaged  in  the  transportation  of  interstate  freight  and  passengers,  to  use  certain  of 
its  streets  by  running  its  cars  over  the  tracks  of  a  local  street  railway  company,  it 
can  not  impose  a  specific  annual  tax  on  the  business  of  such  railway  company  for  run- 
ning its  cars  in  the  city's  streets.  Such  a  tax  is  laid  on  the  business  of  carrying  on 
interstate  commerce,  and  amounts  to  a  regulation  of  it,  which  under  the  Federal 
Constitution  belongs  solely  to  Congress.  City  Council  v.  Augusta  &  Aiken  Ry.  Co., 
130  Ga.,  815  (1908). 

^  Code,  sees.  874,  1023,  1038,  1541. 

The  proportion  which  the  value  of  the  property  of  railroad  companies  situated  in 
municipalities  bears  to  the  value  of  the  entire  property  is,  imder  the  statute,  deter- 
mined by  the  return,  and  can  not  be  altered  by  the  comptroller  general.  City  of 
Atlanta  v.  Wright,  zi9Ga.,  207  (1903). 
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of  the  real  estate  and  track  bed,  of  the  rolling  stock,  of  the  fran- 
chises, and  other  information  necessary  to  arrive  at  a  fair  valuation 
of  the  property.* 

Express  and  Car  Companies. 

Domestic  and  foreign  express  companies  pay  to  the  State  for 
state  purposes  and  locally  for  local  purposes  the  general  property 
tax  on  all  property,  including  franchise  value.  ^  Car  companies 
pay  no  local  tax,  but  pay  to  the  State  for  state  purposes  the  general 
property  tax  on  the  value  of  cars  and  of  franchise.  In  addition, 
both  express  and  car  companies  pay  the  capital-stock  tax  above 
treated. 

These  companies  are  assessed  by  the  comptroller  general  in 
practically  the  same  manner  as  above  described  with  respect  to 
railroads.  The  proportion  of  the  entire  value  of  the  property 
taxable  in  Georgia  is  determined  on  the  route  mileage  or  net- 
earnings  percentage  basis. 

The  ''localized  "  property  of  express  companies  consists  of  horses, 
wagons,  oflBce  fixtures,  and  real  estate  used  for  warehouse,  stable, 
or  like  purposes,  and  the  franchise  value  is  found  by  deducting 
from  the  entire  value  of  the  property  taxable  in  Georgia  the  value 
of  real  and  personal  property  reported  to  the  comptroller.  The 
franchise  value  is  distributed  to  the  counties,  cities,  or  towns,  in 
that  proportion  which  the  value  of  "localized"  property  in  each 
bears  to  the  entire  "localized"  property  in  the  State.*' 

The  taxable  value  of  cars  belonging  to  car  companies  is  deter- 
mined on  the  proportional  basis  as  follows :  The  value  and  route 
mileage  of  cars  operated  within  the  State  and  their  value  and 
route  mileage  within  and  without  the  State,  are  separately  reported, 
and  that  proportion  of  the  entire  value  which  the  route  mileage 
within  the  State  bears  to  the  total  route  mileage  equals  the  taxable 
value  of  the  cars. 

a  Code,  sees.  988,  1020,  1032,  1036. 

^  Ibid.,  sees.  988,  1020. 

c  Ibid.,  sees.  1023, 1038. 

Sec.  1030,  which  allows  the  amount  of  an  occupation  tax  imposed  by  a  munic- 
ipality, paid  by  a  corporation  liable  for  a  franchise  tax  to  go  in  reduction  of  the 
amount  due  to  the  municipality  on  its  franchise  tax,  is  not  limited  to  corporations  that 
pay  occupation  taxes  in  consideration  of  the  exclusive  use  of  a  franchise,  but  applies 
generally  to  such  as  are  subject  to  a  franchise  tax,  and  that  have  paid  a  municipal 
occupation  tax  for  exercising  the  franchise.  The  act  of  1903  (Code,  sec.  1030)  does 
not  violate  Art.  7,  sec.  2,  par.  i,  because  it  allows  a  corporation  to  deduct  from  .the 
mimicipal  tax  on  its  franchise  the  amount  paid  by  such  corporation  to  the  municipality 
as  an  occupation  or  privilege  tax  or  charge  for  exercising  the  franchise.  State  t. 
Southern  Express  Co.,  133  Ga.,  113  (1909). 
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There  is  no  apportionment  to  the  counties  and  minor  taxing 
districts,  since,  as  above  stated,  the  entire  tax  on  the  cars  and  on 
the  franchise  is  paid  to  the  State  for  state  purposes.* 

Annual  reports  showing  the  value  and  location  of  all  property 
owned  are  required  from  express  and  car  companies.* 

Telegraphy  Telephone,  Electric  Light  and  Power,  Gas,  and  Water 
Companies. 

Telegraph,  telephone,  electric  light  and  power,  gas,  and  water 
companies,  domestic  and  foreign,  pay  to  the  State  for  state  pur- 
poses and  locally  for  local  purposes  the  general  property  tax  on  all 
property,  including  franchise.  ^  In  addition  they  pay  the  capital- 
stock  tax  above  treated. 

These  companies  are  assessed  by  the  comptroller  general.  The 
value  of  franchise  ^  is  determined  in  the  .same  manner  as  described 
with  respect  to  railroads.  The  "located"  property  of  all,  except 
gas  and  water  companies,  is  classified  as  pole  and  one  wire,  addi- 
tional wires,  real  estate,  and  personal  property.  The  values  of 
pole  and  wires  are  reduced  to  separate  valuations  per  mile,  and 
the  number  of  miles  of  pole  or  wires  in  any  county,  city,  or  town, 
multiplied  by  their  respective  valuations  per  mile,  equals  the  tax- 
able value  of  each  therein.  The  value  of  franchise  is  distributed 
to  the  counties  and  minor  taxing  districts  on  the  basis  of  the  value 
of  *' located"  property  therein.* 

The  property  of  gas  and  water  companies  usually  is  located 
within  the  limits  of  some  minor  taxing  district,  and  for  this  reason, 
the  value  of  their  franchises  is  seldom  subject  to  distribution;  but 
when  such  property  does  extend  beyond  the  limits  of  the  minor 
taxing  district  the  franchise  value  is  apportioned  on  the  same  basis 

o  Code,  sees.  988,  989,  990,  1019,  1021. 

*  Ibid.,  sees.  988,  1020. 

c  Ibid.,  sees.  988,  1023. 

^^  In  an  action  to  restrain  the  collection  of  the  tax  on  the  franchise  of  the  Western 
Union  Telegraph  Co.  in  Georgia,  valued  at  $950,000,  held  that  whatever  franchise  or 
right  a  telegraph  company  acquires  from  the  United  States  by  its  acceptance  of  act 
of  July  24,  1866,  chap.  230  (14  Stat.,  221)  giving  such  companies  the  right  to  use  the 
military  or  post  roads  of  the  United  States,  etc.,  is  exempt  from  taxation  by  a  State. 

Where  the  net  profit  of  a  telegraph  company  for  a  year  on  all  its  business  within  a 
State  and  passing  into,  from,  or  through  the  State,  was  less  than  $2,000,  the  valuation 
of  its  franchise  by  the  State  for  taxation  at  $950,000,  in  addition  to  a  tax  upon  all  its 
tangible  property,  was  excessive,  discriminatory,  and  tmjust.  Western  Union  Tele- 
graph Co.  V.  Wright,  Comptroller  General,  185  Fed.  Rep.,  250  (1910). 

<  Code,  sec.  1023. 

85398^—15 ^10 


126  TAXATION   O^   CORPORATIONS. 

as  is  the  franchise  value  of  the  other  corporations  above  treated." 
Each  company  of  the  above-mentioned  classes  is  required  to  report 
to  the  comptroller  general  the  value  of  its  stocks  and  bonds,  the 
value  and  location  of  its  property,  and  other  information  specified 
by  statute.* 

Steamboat  Companies. 

Steamboat  companies  naving  their  principal  place  of  business 
in  Georgia  pay  to  the  State  for  state  purposes  and  locally  for  local 
purposes  the  general  property  tax  on  tangible  property  only.« 
Assessment  is  by  the  comptroller  general.  They  are  probably 
taxable  in  theory  on  franchise,  but  in  practice  this  is  not  at- 
tempted.**  The  situs  for  taxation  of  ships  is  where  their  principal 
place  of  business  is  located.'  Other  property  is  taxed  where 
located.  If  they  have  no  principal  place  of  business  within  the 
State  they  are  not  taxed  in  Georgia. 

Mercantile,  Manufacturings  and  Mining  Corporations. 

Mercantile,  manufacturing,  and  mining  companies  pay  locally 
the  general  property  tax  for  both  state  and  local  piuTposes.  In 
addition,  domestic  corporations  of  these  classes  pay  locally  for 
state  ptuposes  and  foreign  corporations  pay  to  the  State  for 
state  purposes  the  capital-stock  tax  above  described./  Speci- 
fied lines  of  manufacturing  and  of  mercantile  business  are  also 
subject  to  certain  license  taxes  based  usually  on  amounts  fixed 
according  to  the  kind  of  business  transacted,  but  sometimes 
graduated  according  to  the  poptdation  of  the  coimty,  city,  or 
town  wherein  the  companies  operate.*' 

Assessments  are  by  local  officials  based  on  statements  made  to 
the  receiver  of  tax  returns.  Such  statements  made  by  a  manu- 
facturing company  include  the  value  of  real  estate,  machinery, 

«  Code,  sec.  1023. 
^  Ibid.,  sees.  988,  1020. 

c  Interview  with  state  tax  officials,  October,  1914.    Code,  sec.  988. 
^  Code,  sec.  1019.    Interview  witli  state  tax  officials,  October,  1914. 
^A  nonresident's  interest  in  a  boat  is  not  taxable  by  a  municipality  where  it  docks 
and  is  registered  in  port.    Wright  v.  Mayor  and  Council  of  Brunswick,  140  Ga.,  231 

(1913)- 
Where  a  navigation  corporation  is  chartered  tuider  the  laws  of  this  State,  and  it 

appears  that  its  principal  office  and  place  of  doing  business  (that  is,  its  domicile)  is 

fixed  in  a  named  municipality,  the  taxable  situs  of  a  vessel  owned  by  the  corporation 

is  in  such  municipality.    St.  Simons  Transit  Co.  v.  Brunswick,  141  Ga.,  477  (19x4). 

/Letter  of  Comptroller  General,  Dec.  21,  1914. 

yCode,  sees.  921-984. 
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raw  materials,  manufactured  goods,  and  other  property  on  hand 
during  the  day  fixed  for  returns  of  such  property.^ 

Stockholders  and  Bondholders. 

Shares  of  stock  of  the  corporations  whose  property  is  taxed  in 
the  State  are  not  taxed  to  the  holders.^  Bonds  are  taxable,*  but, 
in  practice  are  seldom  reached.  Public  bonds  of  State,  counties 
or  municipalities,  are  not  taxable.* 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are  taxed  in 
practically  the  same  manner  as  similar  domestic  corporations. 

I  ■  -   -r  -i  

o  Code,  sees.  987,  1064,  1069. 

ft  Ibid. I  sec.  1087. 

The  constitution  and  laws  of  Georgia  do  not  exempt  from  taxation  shares  of  stock 
of  a  railroad  corporation  of  another  State  held  by  a  Georgia  railroad  corporation. 
Wright  V.  !L.  &  N.  R.  Co.,  195  U.  S.,  219  (1904).  Such  stock  is  taxable  in  Georgia, 
even  though  held  outside  the  State  as  collateral  to  secure  an  issue  of  bonds.  Central 
Ga.  Ry.  Co.  v.  Wright,  124  Ga.,  630  (1906). 

The  general  assembly  not  being  required  by  the  constitution  to  impose  a  tax  on 
-hares  of  stock  in  domestic  corporations  where  the  property  of  such  corporations  is 
taxed  to  the  company,  the  failure  of  the  general  assembly  to  impose  such  a  tax,  while 
imposing  a  tax  upon  shares  in  foreign  corporations,  is  not,  as  to  the  owners  of  shares 
of  the  latter  class,  a  violation  of  the  state  constitution.  Ga.  Railroad  &  Banking  Co. 
V.  Wright,  125  Ga.,  589  (1906). 

Stock  in  a  nonresident  railroad  corporation  owned  by  domestic  railroad  company 
is  taxable  for  county  and  municipal  purposes  in  that  county  and  city  wherein  the 
principal  office  of  such  domestic  corporation  is  fixed  by  its  charter  or  by  law.  Greene 
County  V.  Wright,  126  Ga.,  504  (1906). 

A  corporation  whose  principal  office  is  in  the  city  of  Atlanta  is  not  liable  to  the 
city  for  taxes  on  shares  of  capital  stock  which  it  holds  in  other  domestic  banks.  City 
of  Atlanta  v.  Bankers  Financing  Co.,  130  Ga.,  534  (1908). 

No  law  has  been  enacted  since  the  decision  in  Georgia  Railroad  Co.  v.  Wright, 
J25  Ga.,  589  (1906),  providing  for  the  taxation  of  shares  of  stock  in  domestic  manu- 
facturing corporations  whose  property  is  required  to  be  returned  for  taxes.  While 
the  State  may  tax  such  shares  if  it  desires  to  do  so  the  above  decision  and  the  statutes 
therein  referred  to  and  subsequent  enactments  providing  in  substance  as  set  forth 
in  sec.  10,  act  of  1909,  pp.  36-65,  indicate  the  adoption  of  a  policy  by  the  State  not 
to  tax  them.  In  the  absence  of  any  legislation  expressly  authorizing  it,  shares  of 
stock  of  such  companies  would  not  be  taxable.  City  of  Albany  et  al.  v.  Brown  et  al., 
137  Ga.,  796  (1912). 

c  Code,  sec.  1016. 

Bonds  issued  by  a  municipal  corporation  in  the  hands  of  a  resident  of  the  State 
are  not  taxable  by  this  State  or  any  county  thereof.  There  is  no  law  in  Georgia 
expressly  declaring  that  the  bonds  of  the  State,  or  its  various  political  subdivisions, 
are  subject  to  taxation  either  by  the  State  or  any  county.  Penick  v.  Foster,  129  Ga., 
217,  (1907). 
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m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  22  per  cent. 

Total  Stats  Rbceipts,  Tax^  prom  Corporations,  Other  Taxes,  and  Rjecsopts 
PROM  Sources  Other  than  Taxes,  Year  Ended  December  31,  1912. a 

Total  state  receipts,  all  sources $5, 790, 491. 34 

State  taxes  from  corporations: 

Steam  railroads $545, 133. 6^ 

Street  railways 82, 872. 56 

Sleeping-car  companies 3, 839. 95 

Express  companies 6, 096.  03 

Telegraph  companies 5, 312. 85 

Telephone  companies 34, 097. 32 

Gas  and  water  companies 20, 547.  24 

Electric  light  and  power  companies 16, 993. 49 

Steamboat  and  steamship  companies . .  *. 13, 292.  28 

Railroad  news  companies 54a  00 

Banks  & ; 184, 179. 30 

Corporation  (capital  stock)  tax 46, 917. 32 

Insmance  companies,  taxes  and  fees 214, 875.  12 

Total  ascertainable  state  taxes  from  corporations i,  174, 697. 09 

Other  taxes: 

General  property  tax<^  (less  $184,179.30  above  esti- 
mated)   3,119,352.25 

Poll  tax 296, 456.  58 

Dog  tax 92, 612. 40 

Back  tax 17, 501. 88 

Near-beer  licenses 243, 54a  00 

Billiards,  pool,  games,  etc 47, 018.  89 

Locker  tax 37, 98a  00 

Cigarette  dealers 29, 05a  38 

Amusement  licenses 18, 994.  00 

Soft  drinks,  etc.,  licenses 12, 631.  93 

Automobile  agents 11, 565.  00 

Game-protection  funds 8, 5cxx  00 

Pistols,  dealers,  etc 7»  7i7«  50 

Other  business  licenses 48, 304.  23 

Fertilizer  fees,  inspection  tax 70, 722. 13 

Oil  fees,  inspection  tax 34, 179. 39 

Total  state  taxes  not  from  corporations 4, 096, 126.  56 

Total  taxes  for  state  purposes,  all  sources 5, 270, 823. 65 

a  Report  of  Comptroller  General,  1912,  pp.  18-19. 

&  Estimated  by  applying  the  state  rate  of  5  mills  to  the  assessed  values  as  shown 
in  Report  of  Comptroller  General,  1912,  p.  184. 

<^  Part  of  this  comes  from  local  taxation.of  corporations,  but  it  is  practically  impos- 
sible to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 
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Receipts  from  sources  other  than  taxes: 

Rental  W.  and  A.  R.  R l>42o»  013.  00 

Northeastern  R.  R 3, 745. 00 

Dividends  on  stocks. . : 2, 782.  00 

Sale  of  farm  products 28, 678.  73 

Sale  of  books,  laws,  etc 17, 032.  32 

Pure  food  fees 16, 697.  29 

Office  fees 19, 258. 18 

Interest  on  deposits 9, 352.  71 

Clerks  costs,  etc i,  836.  00 

Miscellaneous  receipts 273.  56 

Total  receipts  from  sources  other  than  taxes S5Z9>  ^7-  ^ 

Total  state  receipts,  all  sources 5, 790, 491. 34 

IV.  COMMENTSl 
Historical. 

The  first  tax  act  of  the  State,  passed  in  1 783 ,  provided  for  specific 
taxes  on  lands.  An  act  of  1 785  continued  this  system  and  classified 
lands  as  "swamp/*  "pine/'  "oak/'  etc.,  and  placed  an  arbitrary 
valuation  per  acre  on  each  class.  By  an  act  of  1804  town  lots 
were  taxed  according  to  their  value,  but  other  lands  were  taxed 
according  to  their  class.**  Banks  in  1805  were  taxed  on  capital 
and  on  the  amoimt  of  bills  issued.  This  was  probably  the  first 
tax  of  its  kind  in  the  United  States.  *  A  tax  was  imposed  on  the 
capital  stock  of  the  Steamboat  Company  of  Georgia  in  1820.* 

No  important  tax  laws  affecting  corporations  of  the  classes 
treated  herein  appear  to  have  been  enacted  prior  to  the  enactment 
of  a  general  tax  law  in  1850.  Since  that  date  general  tax  laws 
have  been  reenacted  practically  every  two  years.  These  were 
gradually  broadened  in  scope  until  most  every  class  of  property 
was  included.  Under  the  general  tax  law  of  1850  the  Georgia 
Raihoad  was  required  to  pay  a  tax  of  one-half  of  i  per  cent  on  the 
net  annual  income  of  the  stock  of  the  road  and  its  branches;  the 
Georgia  Raihoad  and  Banking  Co.  31X  cents  on  each  $100  of  the 
increase  of  its  capital  stock  authorized  that  year;  the  Central 
Railroad  one-half  of  i  per  cent  on  its  net  anntial  income ;  and  the 
Macon  &  Western  Railroad  31^  cents  on  each  $100  of  paid-in 
capital  stock.  ^     In  1854  all  railroads,  except  those  exempted  by 

<^  I^ws  1804,  p.  71;  also  Taxation  in  the  Southern  States,  Chas.  M.  Candler,  State 
and  Local  Taxation,  1909,  pp.  53,  56. 

^  Laws  1805,  p.  ao.  Johns  Hopkins  University  Studies  in  Historical  and  Political 
Science,  vol.  18,  p.  221. 

c  Laws  1820,  p.  81. 

^  Laws  1850,  p.  378. 
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their  charters,  were  required  to  pay  a  tax  on  the  whole  amount  of 
capital  stock  and  assets."  Owners  of  stock  in  mining  companies 
in  1856  were  made  taxable  on  their  holdings  in  the  county  where 
the  company  was  situated.  * 

In  1858  railroads  were  taxed  for  state  purposes  at  the  rate  of 
one-half  of  i  per  cent  on  net  annual  income  and  express  companies 
at  the  rate  of  i  per  cent  on  gross  annual  profits.*^  A  graduated 
income  tax  was  imposed  in  1862**  on  individuals  and  corporations 
when  the  net  income  or  profits  arising  from  the  sale  of  merchandise 
or  liquors,  from  the  manufacture  of  cotton,  woolen,  or  leather 
goods,  or  from  tanning,  or  the  distillation  of  liquor,  equaled  20 
per  cent  or  more  of  capital  invested.  The  rate  increased  corres- 
pondingly with  the  ratio  of  profits  to  capital  invested.  This  law 
was  amended  by  the  next  legislature  so  as  to  include  express, 
railroad,  and  insurance  companies,  and  the  exemption  of  income 
up  to  20  per  cent  was  decreased  to  8  per  cent.*  The  tax  was 
again  extended  in  1865,  so  as  to  include  individuals  and  corpora- 
tions engaged  in  farming,  in  the  sale  of  real  estate  and  cotton  and 
other  specified  articles,  and  in  the  manufacture  of  flour,  sugar, 
woodenware,  and  various  other  commodities.  ^ 

In  addition  to  the  ad  valorem  taxes,  certain  specific  taxes  were 
provided  for  in  1866,  the  most  important  of  these  relating  to 
polls  and  liquor.*'  The  tax  on  cotton  held  as  merchandise  was 
repealed  in  1866.* 

Telegraph,  sleeping-car,  and  express  companies  were  taxed  on 
gross  earnings  in  1874,*  and  railroad  companies  were  required  to 
value  separately  and  return  to  the  comptroller  general,  without 
deducting  indebtedness,  each  class  or  species  of  property,  which 
was  taxed  at  the  state  rate  for  state  purposes  only,  i  as  it  was  judi- 
cially held  that  this  act  embraced  every  character  of  railroad 
property  owned  by  the  company,  and  that  taxation  under  it  re- 
lieved the  property  from  local  taxation.* 

o  I<aws  1853-54,  p.  no. 
&  Laws  1855-56,  p.  275. 
«  Laws  1858,  p.  105. 
^  Laws  1862-63,  p.  176. 
«  Laws  1863-64,  p.  80. 
/  Laws  1864-65,  p.  65. 
0  Laws  1865-66,  p.  253. 
A  Laws  1866,  p.  169. 

*  Laws  1874,  p.  loi. 
i  Acts  1874,  p.  107. 

*  Savannah,  F.  &  W.  Ry.  v.  Morton,  71  Ga.,  25  (1884);  Savannah  v.  AUantic  &  Gt 
R.  Co.»  ax  Fed.  Cases,  548  (1879). 
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In  1883,^  property  of  a  railroad  compaay,  not  used  in  its  usual 
and  ordinary  business,  was  made  taxable  by  the  counties  and 
mtmicipalities  like  the  property  of  individuals.  All  property  of 
railroads  was  made  taxable  for  county  purposes  in  1889,^  for 
mtmicipal  purposes  in  1890,^  and  for  local  school  district  purposes 
in  1906.^  Assessment  and  apportionment  were  made  by  the 
comptroller  general. 

The  act  of  1889  divided  the  property  of  railroad  companies  into 
located  and  unlocated  property.  The  located  property  was  made 
taxable  in  the  county  where  situated  and  the  value  of  unlocated 
property  was  distributed  for  taxation  to  the  coimties  in  proportion 
to  the  amount  of  located  property  therein.  *  This  act  also  included 
provisions  for  the  taxation  of  the  property  of  street  and  electric 
railroads. 

Taxation  of  Franchises. 

As  previously  stated  under  "Statutes/'  Georgia  taxes  franchise, 
which  is  defined  as  including  every  right  and  privilege  exercised 
within  the  State  imder  the  power  of  eminent  domain,  or  for  the 
use  of  any  public  highway  or  street,  or  the  land  above  or  below 
any  highway  or  street,  and  every  special  right  exercised  within  the 
State  granted  by  charter,  resolution,  by-law,  statute,  or  otherwise, 
for  the  exercise  of  any  public  service,  not  including  the  mere  right 
to  be  a  corporation  by  trading  or  manufacttuing,  or  other  corpora- 
tion exercising  no  special  franchise.  The  wording  of  this  law 
which  was  enacted  in  1902  f  may  suggest  that  the  taxation  of  "  spe- 
cial franchises"  only  is  contemplated..  In  practice,  however,  all 
value  in  excess  of  the  physical  property  value  is  included  in  the 
assessment  of  public-service  or  public-utility  corporations.  The 
law  also  provides  for  the  separate  valuation  of  franchise  and  for  its 
taxation  under  the  general  property  tax.  The  amounts  assessed 
as  franchise  under  this  law,  and  the  aggregate  assessments  against 

a  Acts  1882-^3,  p.  41. 

fr  Acts  1889,  p.  29. 

^  Acts  1890,  p.  152. 

^  Act  of  August  21 »  1906,  p.  61. 

<  Georgia  Railroad  &  Banking  Co.  v.  Wright,  125  Ga.,  589,  607  (1906). 

Neither  counties  xior  municipal  corporations  had,  prior  to  the  act  of  Ok:tober  16, 1899, 
providing  a  system  for  the  taxation  of  railroad  property  by  counties,  any  statutory 
authority  either  to  tax  such  property  within  their  territorial  limits;  nor  was  there  any 
machinery  provided  by  the  legislature  for  them  to  assess  and  collect  taxes  on  such 
property.    State  et  al.  v.  Savannah,  F.  &  W.  Ry.  Co.,  iiz  Ga.,  803  (1900). 

/Laws  190a,  p.  37. 
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corporations  subject  thereto,  except  steamship  corporations,**  are 
shown  for  a  period  of  years  in  the  following  table: 


Year. 


190a  «. 
1903*. 
1904  «. 
X906'. 
1907*. 
X90S/. 


PrandiiMs. 


f«4»4SSiSo8 
15,0x1,369 
X9, 187,487 
a7,86x,4a6 
34,658,835 


Aggrcfate 

value  of 

corixxrate 

property. 


•5618931466 
7x,  654,074 
73,863,476 
90,832,  X87 

"3,7S7ia97 
"9,S73»250 


Y«ar. 


X909/. 
X9Xoir. 
X9IX0. 
1913*. 
1913*. 


Ftandbises. 


la5,oz4,  X36 

35,286,439 
35,946,2x4 

a6, 757, 719 

37,883, 3«» 


value  of 
oorpoiate 
property. 


$xao,  6791989 
ia4,'337,ox7 
131,739,830 
x:38,osx,xi4 
X44,x89,7St3 


a  Report  of  Comptroller  General,  1903,  p.  324. 
^  Ibid.,  X903,  p.  376i 
e  Ibid.,  X904,  p.  959- 
d  Ibid.,  X906,  p.  364. 


•  lUd.,  X906,  p.  303. 
/  Ibid.,  X909,  p.  305. 
9  Ibid.,  19x1,  p.  336. 

*  Ibid.,  19x3,  p.  343. 


Suggested  Changes  in  the  Taxation  System. 

Commenting  on  the  revenue  system  in  191 2,  the  comptroller 
general  stated  that  the  existing  machinery  for  assessing  property 
for  taxation  permits  much  of  the  taxable  property  of  the  State  to 
entirely  escape  taxation,  and  a  very  much  larger  proportion  to 
evade  its  just  and  equitable  part  thereof;  that  the  resulting  burden 
of  inequality  affects  equally  the  property  of  individuals  and  of 
corporations ;  and  that  in  adjoining  coimties  property  assessments, 
which  imder  like  conditions  should  be  practically  the  same,  vary 
very  widely  in  many  cases.  He  stated  that  all  taxation  should 
be  tmif orm  and  that  a  system  of  assessing  property  should  be  pro- 
vided to  accomplish  such  vmiformity  as  far  as  possible.  He  com- 
mented also  on  the  small  amotmt  of  intangible  personal  property, 
such  as  notes,  mortgages,  accotmts,  stocks,  bonds,  and  choses  in 
action  returned  for  taxation,  stating  at  the  same  time  that  this 
class  of  property  represents  a  considerable  part  of  the  wealth  of 
the  State,  and  that  the  present  system  of  taxation  is  but  little 
better  than  a  volimtary  system  of  contributions.  * 

The  three  following  changes  were  suggested  by  another  state 
official  at  an  earlier  date.  ^ 

First.  The  repeal  of  the  constitutional  requirement  that  all 
property  subject  to  taxation  shall  be  taxed  ad  valorem,  because 

o  No  franchise  assessments  against  steamship  companies  have  so  far  been  made. 
Interview  with  state  tax  officials,  October,  19 14. 

ft  Report  of  Comptroller  General,  19 12,  pp.  13,  14. 

<i  Taxation  in  the  Southern  States,  Charles  M.  Candler,  State  and  Local  Taxation» 
Z909,  pp.  67,  68. 
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at  present  it  is  impossible  to  fairly  or  ratably  tax  corporate 
property. 

Second.  The  subjects  of  state  and  local  taxation  should  be 
segregated,  reserving  to  the  State  the  right  to  tax  public-service 
corporations,  insurance,  inheritance,  and  to  levy  occupation  taxes 
on  all  corporations,  with  a  fair  proportion  of  the  revenue  secured 
from  public-utility  corporations  to  be  allotted  to  the  localities 
from  which  they  have  secured  franchises.  The  subject  of  ex- 
clusive local  taxes  should  embrace  real  and  personal  property  of 
every  kind  and  all  business  licenses. 

Third.  A  change  in  the  assessment  or  listing  procedure,  or 
rather,  absolute  assessment  by  state  and  local  boards,  in  lieu  of 
volimtary  returns  and  arbitration  of  particular  assessments. 

Equalization  of  Taxes. 

The  governor  in  his  inaugural  message  of  191 3  commended  to  the 
attention  of  the  legislature  the  importance  of  proper  equalization  in 
assessments,  stating  that  it  could  not  be  denied  that  injustice  is 
done  when  one  man  pays  his  taxes  on  10  per  cent  of  the  value  of 
his  property  while  another  pays  on  50  per  cent.^ 

Provision  was  made  by  the  legislature  at  this  session  for  the 
equalization  of  assessments  within  each  county  by  creation  of 
local  boards  of  equalization  and  between  the  various  counties  of 
the  State  by  the  creation  of  the  office  of  state  tax  commissioner.  * 
The  county  boards  of  tax  assessors  examine  the  returns  of  each 
taxpayer  and  see  that  all  taxable  property  is  assessed  at  a 
valuation  so  that  each  taxpayer  shall  pay  only  his  proportionate 
share  of  the  taxes.  The  state  tax  commissioner  is  required  to 
examine  the  returns  of  property  in  each  county  and  equalize  them 
by  classes  between  counties  in  such  a  manner  as  may  appear  just 
to  him. 

Appeals  may  be  taken  from  the  action  of  both  the  local  boards 
and  the  state  officials  to  a  board  of  arbitrators,  one  to  be  appointed 
by  the  assessing  official,  another  by  the  party  assessed,  and  the 
third  by  the  two  arbitrators  previously  appointed. 

Relative  Taxes  Paid  by  Corporations. 

An  analysis  of  the  sotuces  of  state  revenue  by  a  state  official, 
in  1908,  showed  that  taxation  absorbed  a  larger  percentage  of  the 
gross  farm  value  of  crops  than  of  the  gross  revenue  of  public- 

«    Inaugural  Message  of  the  Governor,  1913,  p.  19.  ^  Laws  i9i3»  p.  123. 
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service  corporations.  Thus  the  gross  state  taxes  paid:  By  ex- 
press companies  was  approximately  0.68  of  i  per  cent  of  their 
gross  revenue;  by  telephone  companies,  0.82  of  i  per  cent;  by 
telegraph  companies,  0.83  of  i  per  cent;  by  street  railroad  com- 
panies, 1.06  per  cent;  by  railroad  companies,  1.19  per  cent;  and 
by  banks,  1.5  per  cent;  whereas,  taxes  paid  by  the  agricultural 
interests  of  the  State  amounted  to  1.55  per  cent  of  the  gross  farm 
value  of  all  the  crops  grown  in  the  State  in  1908.*  As  an  example 
of  the  low  valuation  at  which  the  property  of  certain  corporations 
has  been  assessed,  this  official  stated  that  in  1902  the  street  rail- 
road property  in  Georgia  was  assessed  at  $3,900,000,  while  the 
outstanding  mortgage  bonds  on  the  same  property  at  the  same 
time  equaled  $19,700,000;  that  in  1908  the  entire  tax  valuation 
of  all  the  street  railroads  of  the  State  was  only  $12,700,000,  while 
the  outstanding  mortgage  bonds  of  one  corporation  alone  exceeded 
the  aggregate  returns  from  street  railroad  companies.  ^ 

Full  Value  Assessment. 

In  an  open  letter*^  to  the  people  of  the  State,  from  which  abstracts 
are  here  given,  the  state  tax  commissioner  discusses  the  eifect  of 
tmdervaluation  of  property  for  taxation  purposes. 

He  states  that  justice  in  taxation  can  only  be  obtained  when  the 
law  is  just  aiid  when  justly  enforced;  and  that  if  the  rule  by  which 
property  is  to  be  valued  and  returned  for  taxation  is  not  umver- 
sally  observed,  injustice  to  the  taxpayer  is  the  result.  For 
instance,  if  half  of  the  taxpayers  of  a  community  should  return 
their  property  for  one-fourth  of  its  value  and  the  other  half  at  its 
fair  market  value,  the  effect  would  be  that  the  former  would  pay 
one  dollar  on  his  property,  while  his  conscientious  neighbor,  with 
property  of  like  value,  would  pay  four  times  that  amount,  the 
result  being  that  the  conscientious  man  has  been  penalized  fo^ 
doing  right,  while  his  neighbor  has  been  rewarded  for  doing  wrong. 
Again,  if  all  the  taxpayers  of  a  community  should  agree  to  return 
their  property  at  an  arbitrary  rule  of  undervaluation,  say  one- 
seventh  of  the  actual  value,  the  taxing  jtuisdiction  would  be  com- 
pelled to  raise  the  rate  seven  times  what  would  be  necessary  if 
returned  at  actual  value.  The  low  rate  would  invite  prospective 
investors,  while  the  high  rate  would  repel  them. 

«  Taxation  in  the  Southern  States,  Charles  M.  Candler,  State  and  Local  Taxation, 
1909,  p.  63. 
&  Ibid.,  p.  62. 
^  Letter  from  state  tax  commissioner  to  the  people  of  Georgia,  Jan.  12,  1914. 
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The  tax  commissioner  states  that  if  the  people  of  the  State  will 
retmn  their  property  at  its  fair  market  value,  as  the  law  requires, 
the  State  will  be  able  to  pay  the  current  debt  and  the  tax  rate  can 
be  cut  from  5  to  3K  mills.  With  reference  to  the  omission  of  prop- 
erty from  the  tax  returns,  he  states  that  while  the  return  for  taxa- 
tion on  money  is  less  than  $25,000,000,  the  report  of  the  state  bank 
examiner  shows  there  was  on  deposit  in  the  banks  of  the  State 
$170,000,000,  and  that  though  the  return  of  merchandise  is 
$41,000,000,  the  report  of  the  insurance  department  discloses  that 
on  merchandise  and  houses  the  insiu'ance  companies  have  issued 
policies  amounting  to  over  $426,000,000.  The  letter  concludes 
by  stating  that  the  recent  law  creating  coimty  boards  of  tax 
assessors  and  a  state  tax  commissioner  is  largely  designed  to  reach 
the  six-sevenths  of  property  in  the  State  which  has  never  been 
returned,  or  inadequately  returned  for  taxation,  property  gener- 
ally owned  by  a  class  of  people  best  able  to  pay  taxes ;  and  that  if 
the  volume  of  property  for  the  extension  of  taxes  be  increased  and 
the  high  tax  rate  now  prevailing  be  reduced,  the  appropriations 
of  the  legislature  will  necessarily  reflect  itself  in  the  tax  rate. 
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I.  GENERAL  VIEW. 
Cliief  Features. 

First.  The  application  of  the  general  property  tax  to  nearly  all 
classes  of  property. 

Second.  The  use  of  annual  license  taxes  as  an  additional  source 
of  revenue  from  corporations. 

General  Property  Tax. 

Transportation,  transmission,  manufactiuing,  and  mercantile 
corporations  are  subject  to  the  general  property  tax,  collected 
locally,  for  both  state  and  local  piuposes. 

Steam  railroad,  passenger-car,  telegraph,  and  street  railroad 
companies  are  assessed  by  an  ex  officio  state  board,  the  valuation 
then  being  apportioned  to  the  counties  entitled  thereto.  Express, 
telephone,  and  steamboat  companies,  and  public  utilities  except 
street  railways,  are  assessed  locally,  as  are  also  manufacturing, 
mercantile,  and  miscellaneous  corporations. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  annual  license  taxes 
are  collected  by  the  State  from  the  classes  of  corporations  herein 
treated.  Half  of  such  taxes  collected  from  steam  railroad,  tele- 
graph, and  express  companies  is  returned  to  the  coimties.  All  of 
the  tax  collected  from  car  companies  is  retained  by  the  State. 
With  respect  to  other  classes  of  companies  the  State  retains  its 
collections,  but  counties  and  cities  or  towns  may  each  levy  like 
taxes  not  in  excess  of  50  per  cent  of  the  state  license  taxes. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  a  corporation  of  the  classes  covered  by  this 
report  are  not  taxed  in  the  hands  of  the  holders  if  the  corporation 
pays  taxes  upon  its  capital  stock  or  upon  its  property.  Bonds  of 
corporations  are  taxable  in  the  hands  of  the  holders. 

Foreign  Corporations. 

Foreign  corporations  of  the  various  classes  herein  treated  are 
taxed  like  domestic  corporations  of  the  corresponding  class. 
136 
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Administration. 

An  ex  officio  "State  Board,"  composed  of  the  state  comptroller, 
attorney  general,  and  state  treasurer,  hereinafter  referred  to  as 
the  State  Board,  assesses  steam  and  street  railroad,  passenger-car, 
and  telegraph  companies.^  Other  corporations  of  the  classes  herem 
treated  are  assessed  locally. 

A  selected  board,  the  Tax  Commission,  is  composed  of  three 
members  appointed  by  the  governor  and  confirmed  by  the  senate 
for  terms  of  four  years.  ^  It  has  no  assessing  power  but  exercises 
general  supervision  over  the  administration  of  the  tax  laws,  over 
assessors  and  over  boards  of  coimty  commissioners  acting  as  county 
boards  of  equalization,  to  the  end  that  all  assessments  of  property 
may  be  relatively  just  and  equal,  at  the  true  and  substantial  value 
and  in  compliance  with  law.  *^  The  commission  is  required  to  secure 
from  persons,  partnerships,  and  corporations  information  concern- 
ing  their  capital,  indebtedness,  assets,  liabiUties,  value  of  property, 
earnings,  expenses,  and  other  facts,  to  facilitate  ascertaining  the 
value  of  all  kinds  of  property  in  the  State  and  relative  tax  burden 
borne  by  each.*^ 

The  commission  may  compel  the  giving  of  testimony  and  the 
production  of  documents,  records,  etc.,*  direct  the  institution  of 
proceedings  to  enforce  penalties  and  punishments,  and  cause  com- 
plaint to  be  made  to  the  governor  against  local  officers  looking  to 
their  removal  from  office  for  official  misconduct.^  The  commis- 
sion is  required  to  investigate  evasions  and  to  ascertain  defects  in 
the  law  or  its  administration.  Copies  of  the  report  made  by  the 
commission  to  the  governor  containing  recommendations  for  im- 
provements in  the  tax  system  are  sent  to  each  member  of  the  legis- 
lature prior  to  each  legislative  session.^ 

The  county  assessors  and  coimty  tax  collectors  are  elective 
officers.*  Assistant  assessors  are  nominated  by  the  county  asses- 
sors and  appointed  by  the  county  commissioners.*  The  county 
commissioners  constitute  the  county  board  of  equalization  with 
full  power  to  equalize  the  assessment  of  real  and  personal  property 
in  their  respective  counties,  and  for  that  purpose  only  may  raise  or 

«  Laws  1907,  act  No.  i,  sec.  46. 
.&  Laws  1913,  act.  No.  80,  sec.  3. 
c  Ibid.,  act  No.  80,  sec.  9,  subsec.  i. 
^  Ibid.,  act  No.  80,  sec.  9,  subsec.  6. 
^  Ibid.,  act  No.  80,  sec.  g,  subsecs.  7,8;  sec.  zo. 
/  Ibid.,  act  No.  80,  sec.  9,  subsec.  3. 
(f  Ibid.,  act  No.  80,  sec.  9,  subsec.  14. 
*Gen.  Stat.,  1906,  sec.  172. 
'  I^aws,  1907,  act  No.  i,  sec.  12. 
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lower  the  value  fixed  by  the  assessor  on  any  particular  piece  of  real 
estate  or  personal  property."  Taxpayers  may  appeal  to  the 
county  commissioners  from  an  assessment  made  by  a  county 
assessor.  ^ 

The  general  property  tax  is  collected  by  the  tax  collector  in  each 
county.*^  The  state  license  tax  is  collected  from  some  corporations 
by  the  state  comptroller,  from  others  by  the  state  treasurer,  and 
from  still  others  by  the  county  tax  collectors.^ 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution.* 

"The  legislature  shall  provide  for  a  uniform  and  equal  rate  of 
taxation,  and  shall  prescribe  such  regulations  as  shall  secure  a  just 
valuation  of  all  property,  both  real  and  personal,  excepting  such 
property  as  may  be  exempted  by  law  for  municipal,  educational, 
literary,  scientific,  religious,  or  charitable  purposes.'*^ 

«  Laws  1907,  act  No.  10,  sec.  2,  and  act  No.  i,  sec.  24. 

ft  Ibid.,  act  No.  i,  sec.  17. 

c  Ibid.,  act  No.  i,  sec.  32. 

<*Laws  1913,  act  No.  i,  sec.  5. 

Sources  of  revenue  in  Florida: 

Municipal  and  local  districts. — (o)  General  property  tax;  (b)  business  taxes  and 
licenses;  (c)  fines,  fees,  etc. 

County. — (a)  General  property  tax;  (6)  annual  corporation  license  taxes;  (c)  poll 
tax;  (d)  business  taxes  and  licenses;  (e)  fines,  fees,  etc. 

State. — (a)  General  property  tax;  (6)  annual  corporation  license  taxes;  (c)  business 
taxes  and  licenses;  (d)  fines,  fees,  etc. 

«  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  1885,  as  con 
tained  in  General  Statutes  of  the  State  of  Florida,  1906. 

/Constitution,  Art.  IX,  sec.  i. 

The  constitutional  provisions  requiring  a  tiniform  and  equal  rate  of  taxation,  and  a 
just  valuation  of  all  property,  and  that  incorporated  cities  or  towns  shall  impose  taxes 
for  municipal  purposes  and  for  no  other  purposes,  and  that  all  property  shall  be  taxed 
for  municipal  purposes  upon  the  principles  established  for  state  taxation,  do  not  pro- 
hibit the  legislature  from  making  proper  and  reasonable  classifications  of  property  for 
purposes  of  municipal  taxation,  so  long  as  such  classifications  are  not  arbitrary,  unrea- 
sonable, and  unjustly  discriminating,  and  apply  similarly  to  all  under  like  conditions 
and  do  not  violate  any  other  provision  of  the  organic  law.  Hayes  v.  Walker,  54  Fla., 
163  (1907). 

Under  the  provisions  of  sections  i  and  5  of  Article  IX  of  the  state  constitution,  only 
two  classes  of  taxes  can  be  levied  in  this  State,  an  ad  valorem  tax  and  a  tax  on  licenses. 

There  is  no  express  limitation  upon  the  power  of  the  legislature  for  levying  a  tax  on 
licenses;  but  such  power  should  not  be  so  exercised  as  to  deprive  any  person  of  prop- 
erty without  due  process  of  law,  or  so  as  to  deny  to  any  person  the  equal  protection  of 
the  laws.    Afro- American  Industrial  etc.  Association  v.  State,  61  Fla.,  85  (191 1). 

The  levy  of  an  ad  valorem  tax  upon  property,  and  also  a  license  or  occupation  tax 
upon  its  use,  is  not  double  taxation.  A  license  fee  for  automobiles  is  not  a  "tax" 
within  the  meaning  of  the  provisions  of  the  organic  law  requiring  uniformity  of  rates 
and  just  valuations  of  property  for  purposes  of  taxation.  Jackson  v,  Neff,  64  Fla.,  326 
(1912). 
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*'The  property  of  all  corporations,  except  the  property  of  a  cor- 
poration which  shall  construct  a  ship  or  barge  canal  across  the 
peninsula  of  Florida,  if  the  legislature  should  so  enact,  *  *  * 
shall  be  subject  to  taxation  unless  such  property  be  held  and  used 
exclusively  for  religious,  scientific,  municipal,  educational,  literary, 
or  charitable  piuposes."" 

"No  tax  shall  be  levied  for  the  benefit  of  any  chartered  com- 
pany of  the  State,  nor  for  paying  interest  on  any  bonds  issued  by 
such  chartered  companies.'*^ 

*'No  person  or  corporation  shall  be  relieved  by  any  court  from 
the  payment  of  any  tax  that  may  be  illegal,  or  illegally  or  irregu- 
larly assessed,  until  he  or  it  shall  have  paid  such  portion  of  his  or 
its  taxes  as  may  be  legal,  and  legally  and  regularly  assessed/'*^ 

"  The  legislature  shall  not  pass  special  or  local  laws  *  *  *  for 
assessment  and  collection  of  taxes  for  state  and  county  pur- 
poses.'***  But  such  laws  "  shall  be  general  and  of  uniform  operation 
throughout  the  State. ' ' « 

'*  There  shall  be  exempt  from  taxation  property  to  the  value  of 
two  hundred  dollars  to  every  widow  that  has  a  family  dependent 
on  her  for  support,  and  to  every  person  that  has  lost  a  limb  or 
been  disabled  in  war  or  misfortune.*'^ 

"The  legislating  shall  authorize  the  several  coimties  and  incor- 
.  porated  cities  or  towns  in  the  State  to  assess  and  impose  taxes  for 
county  and  municipal  purposes,  and  for  no  other  purposes,  and  all 
property  shall  be  taxed  upon  the  principles  established  for  state 
taxation.  But  the  cities  and  incorporated  towns  shall  make 
their  own  assessments  for  mimicipal  purposes  upon  the  property 
within  their  limits.  The  legislature  may  also  provide  for  levying 
a  special  capitation  tax,  and  a  tax  on  licenses.  But  the  capita- 
tion tax  shall  not  exceed  one  dollar  a  year  and  shall  be  applied 
exclusively  to  common  school  purposes."^ 

The  legislature  is  required  to  provide  for  the  election  of  county 
officers,  including  a  county  assessor  and  a  tax  collector.*    The 

<»  Constitution,  Art.  XVI,  sec.  16. 

*  Ibid.,  Art.  IX,  sec.  7. 
c  Ibid.,  Art.  IX,  sec.  8. 
^  Ibid.,  Art.  Ill,  sec.  30. 
^  Ibid.,  Art.  Ill,  sec.  21. 
/  Ibid.,  Art.  IX,  sec.  9. 
ff  Ibid.,  Art.  IX,  sec.  5. 

A  provision  of  the  state  constitution  relative  to  municipal  taxation  is  to  the  effect 
that  all  property  shall  be  taxed  upon  the  principles  established  for  state  taxation. 
Held:  That  municipal  assessments,  including  the  valuatioxis  of  property  for  taxa- 
tion, must  observe  the  principles  requiring  just  valuation  of  all  property,  both  real 
and  personal,  except  such  as  is  lawfully  exempted,  and  the  assessments  must  have  a 
fair  relation  to  "uniform  and  equal  rate  of  taxation."  But  the  valuations  included 
in  the  assessments  are  not  required  to  be  the  same  as  those  used  for  purposes  of  state 
taxation.    Merrell  et  al.  v.  City  of  St.  Petersburg,  64  Fla.,  367  (1912). 

*  Constitution,  Art.  VIII,  sec.  6. 
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legislature  is  also  required  to  authorize  county  commissioners, 
where  it  is  deemed  necessary  for  assessment  purposes,  to  divide 
counties  into  taxation  districts  and  appoint  an  assistant  assessor 
for  each  district.* 

**A  special  tax  of  one  mill  on  the  dollar  of  all  taxable  property 
in  the  State,  in  addition  to  the  other  means  provided,  shall  be 
levied  and  apportioned  annually  for  the  support  and  maintenance 
of  public  free  schools. '^  *  *  *  Each  county  shall  be  required 
to  assess  and  collect  annually  for  the  support  of  public  free  schools 
therein,  a  tax  of  not  less  than  three  mills  nor  more  than  seven  mills 
on  the  dollar,  of  all  taxable  property  in  the  same,  c  *  *  *  f  ^e 
legislatiu'e  may  provide  for  the  division  of  any  county  or  coimties 
into  convenient  school  districts;  *  *  *  and  for  the  levying  and 
collection  of  a  district  school  tax  "  of  not  exceeding  three  mills  on 
the  dollar  per  annum,  whenever  a  majority  of  the  tax-paying 
voters  of  the  district  are  in  favor  of  such  levy.''^ 

Statutes. 

General  Property  Tax. 

All  real  and  personal  property  in  the  State  and  all  personal 
property  belonging  to  persons  resident  in  the  State,  not  expressly 
exempted,  is  declared  subject  to  taxation.* 

The  statutes  require  the  assessment  of  all  property  at  "its  full 
cash  value,*'/  but  in  practice  property  is  assessed  at  from  40  to  50 
per  cent  of  such  value.  ^ 

Real  property,  for  the  purpose  of  taxation,  is  construed  to 
include    lands    and    all    buildings,    fixtures,    and    improvements 

«  Constitutioiii  Art.  VIII,  sec.  7. 

ft  Ibid.,  Art.  XII,  sec.  6. 

This  tax,  togeUier  with  other  funds,  is  apportioned  among  the  several  counties, 
according  to  the  average  attendance  of  pupils  between  the  ages  of  6  and  2 1  years. 
Art.  XII,  sec.  7,  as  amended,  1894. 

c  Ibid.,  Art.  XII,  sec.  8,  as  amended,  1904. 

d  Ibid.,  Art.  XII,  sec.  10. 

«  Laws  1907,  act  No.  i,  sec.  i. 

Appellant  included  in  his  tax  return  to  the  Florida  taxing  officers  $42,000  in  money 
which  he  had  in  Chicago  in  bank  or  in  the  hands  of  brokers  for  the  purpose  of  specu- 
lation. Later  he  claimed  that  he  had  made  a  mistake  in  including  this  item  in  the 
tax  return,  and  contended  that  the  funds  were  not  taxable  in  Florida,  because  they 
were  in  Chicago  and  invested  in  speculation  in  cotton  and  grain.  Held:  As  a  general 
rule,  if  a  person  is  domiciled  in  a  State  his  personal  property  has  its  situs  in  that 
State  and  is  taxable  there.  Appellant  admitted  that  the  funds  were  not  assessed  in 
Chicago  or  elsewhere  than  in  Florida,  and  that  he  paid  no  tax  upon  them  elsewhere. 
In  view  of  the  evidence  in  the  case  appellant  was  domiciled  in  Florida.  The  funds 
in  question  were  taxable  there.     Hunt  v.  Turner,  54  Fla.,  654  et  seq,  (1907). 

/  Laws  1907,  act  No.  i,  sec.  20. 

ff  Interview  with  tax  officials,  October,  1914. 
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thereon.*  Personal  property  includes  all  goods  and  chattels, 
moneys  and  effects,  boats  and  vessels,  debts  due  or  to  become 
due  from  solvent  debtors,  whether  on  account,  contract,  note,  or 
otherwise.  ^ 

The  term  "moneys"  includes  all  forms  of  currency,  and  all 
deposits  of  residents  subject  to  withdrawal  on  demand.*'  Mort- 
gages must  be  listed  for  taxation,  except  those  given  for  purchase 
money.  ^     Both  real  and  personal  property  are  assessed  annually. « 

Real  estate  of  individuals  and  of  corporations  is  assessed  where 
located.  ^ 

Corporations  owning  water  craft  are  "required  to  list  such 
property  for  assessments  and  taxation  in  the  county  in  which  the 
same  may  belong  or  be  enrolled,  registered,  or  licensed.*'^ 

The  assessment  of  personal  property  is  made  separately  from 
the  assessment  of  real  estate,  but  each  is  responsible  for  the  taxes 
on  the  other.* 

The  following  property  is  exempt:  Property  of  the  United 
States  and  of  the  State  and  its  minor  subdivisions;  property  of 
religious,  educational,  literary,  charitable,  and  scientific  insti- 
tutions, libraries,  and  agricultural  societies,  actually  used  by  such 
institutions;*  also  property  to  the  value  of  $200  belonging  to  cer- 

«  Laws  1907,  act  No.  i,  sec.  2. 

^  Ibid. I  act  No.  i,  sec.  3. 

The  owner  of  promissory  notes  or  other  credits,  whether  secured  by  mortgage  or 
not  so  secured,  is  liable  to  be  taxed  upxm  the  value  of  such  credits. 

"  It  is  evident  that  the  legislattue  intended  to  assess  all  credits  at  their  actual  value, 
to  wit:  The  amount  of  money  certain  to  be  realized  upon  them.  By  the  use  of  the 
words  'due  from  solvent  debtors'  it  was  undoubtedly  intended  to  include  and  mean 
so  much  as  the  debtor  or  his  property  would  be  able  to  pay.  To  that  extent  a  debtor 
is  solvent — good  for  so  much  money.  If  a  debtor  owes  ten  thousand  dollars  and  his 
property  and  means  marshal  at  nine  thousand  nine  hundred,  he  is  'insolvent.' 
But  was  it  intended  that  the  creditor  should  escape  taxation  upon  the  ninety-nine 
hundred  because  his  debtor  was  thus  insolvent,  and  because  he  could  derive  no 
income  from  the  $100?  A  debtor  is  solvent  to  the  extent  that  he  can  pay,  though 
insolvent  as  to  what  he  can  not  pay.  This  is  the  sense  in  which  the  phrase  'solvent 
debtors'  is  used  in  the  revenue  law."    Lamar  v.  Palmer,  18  Fla.,  147-156  (1881). 

c  Laws  1907,  act  No.  i,  sec.  5. 

^  Ibid.,  act  No.  i,  sec.  13,  par.  7. 

A  tax  upon  notes  or  obligations  scctired  by  mortgage  upon  land,  the  land  mortgaged 
also  being  taxed,  docs  not  present  a  cose  of  double  or  unequal  taxation.  Lamar  v. 
Palmer,  18  Fla.,  147  (1881). 

^  Laws  1907,  act  No.  i,  sec.  12. 

/Ibid.,  sec.  6. 

(f  Ibid.,  sec.  10. 

*  Constitution,  Art.  XVI,  sec.  16, 

85308"— 15 11 
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tain  widows  and  certain  disabled  persons.^  For  taxation  purposes, 
nonbearing  fruit  trees  are  not  to  be  regarded  as  adding  any  value 
to  the  land  upon  which  they  are  located.  ^ 

The  property  of  any  company  **  which  shall  construct  a  ship  or 
barpe  canal  across  the  peninsula  of  Florida  "  is  specially  exempted 
by  the  constitution.  ^ 

Railroad  Companies. 

Railroad  companies,  domestic  and  foreign,  pay  the  general  prop- 
erty tax  locally  for  state  and  local  purposes.^  They  also  pay  to 
the  State,  for  state  and  local  purposes,  an  annual  license  tax  of 
$10  per  mile  of  track  in  the  State,  including  branches,  switches, 
spurs,  and  sidetracks.  One-half  of  this  license  tax  is  distributed 
by  the  comptroller  to  the  various  coimties  in  which  the  railroad 
"may  be  located,  proportioned  to  the  amount  of  railroad  trackage 
in  each  county.''  The  tax  of  $10  per  mile  is  in  lieu  of  all  other 
state  and  coimty  license  taxes,  but  cities  and  towns  may  impose 
additional  license  taxes  of  from  $10  to  $250,  according  to  their 
population.  ^ 

Assessment  of  railroad  property,  other  than  leased  or  rented  real 
estate  not  used  in  daily  operations,  is  made  by  the  State  Board  com- 
posed of  the  comptroller,  attorney  general,  and  treasurer.  Physical 
property  is  the  basis  of  valuation,  the  taxed  values  placed  on  other 
property  in  the  State  being  used  as  a  standard./  Each  county  is 
considered  a  unit  in  assessing  all  railroad  property,  and  the  appor- 
tionment, except  of  rolling-stock  values,  does  not  extend  beyond 
the  borders  of  a  county,  namely,  the  value  of  depots  and  shops 
with  the  value  of  main  track,  including  right  of  way  and  super- 
structures located  within  a  county,  is  distributed  through  the 
minor  taxing  districts  of  that  county,  except  that  in  particular 

<*  La^vs  1907,  act  No.  i,  sec.  4;  constitution,  Art.  IX,  sec.  9. 

ft  Laws  1907,  act  No.  i,  sec.  19. 

c  Constitution,  Art.  XVI,  sec.  16. 

^'Laws  1907,  act  No.  i,  sec.  46. 

«  Laws  1913,  act  No.  i,  sec.  43. 

The  eighteenth  section  of  the  internal  improvement  act  (chap.  610,  Laws  of  Florida, 
act  of  1855-56,  McClellan's  Digest,  sec.  21,  p.  596)  provided  that  any  railroad  accepting 
the  provisions  of  the  act  should  be  forever  exempt  from  taxation  on  its  capital  stock, 
and  that  the  property  of  such  roads  should  be  exempt  from  taxation  for  the  period  of 
35  years  from  the  completion  of  the  road.  Held:  A  claim  that  the  exemption,  under 
this  act,  of  certain  railroad  property  from  taxation,  is  a  continuing  exemption  v^ch 
follows  the  property  into  whosesoever  hands  the  same  may  come,  can  not  be  main- 
tained.   Bloxham  v.  Florida  C.  &  P.  R.  R.,  35  Fla.,  625  (1895). 

/  Stock  and  bond  valuation  and  capitalization  of  net  eamiilgs  are  not  used.  Inter- 
view with  state  tax  officials,  October,  1914. 
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instances  the  value  of  buildings  is  included  in  the  value  of  side- 
tracks, which  in  no  instance  is  distributed,  but  is  assigned  in  the 
minor  taxing  districts  where  located.  The  exception  noted  only 
occurs  when  in  the  judgment  of  the  State  Board  the  taxing  dis- 
trict should  receive  such  benefit  from  buildings  located  therein, 
and  this  sometimes  causes  the  valuation  per  mile  of  side  track  to 
exceed  the  valuation  per  mile  of  main  track.  Franchises  or  intan- 
gible property  are  not  assessed.  Rolling  stock  is  assessed  sepa- 
rately, and  the  proportion  of  the  rolling  stock  of  interstate  roads 
taxable  in  Florida  is  determined  by  such  a  percentage  of  the  whole 
rolling  stock  as  the  main-track  mileage  in  Florida  bears  to  the  entire 
main-track  mileage.  Apportionment  of  rolling-stock  assessment  is 
made  by  the  comptroller  to  the  counties  and  the  minor  taxing 
districts  on  the  basis  of  total  main,  second,  and  side  tracks." 

Leased  or  rented  property  not  used  in  daily  operations  is  assessed 
locally.  * 

The  roads  are  required  to  report  the  total  length  of  main, 
branch,  switch,  spur,  and  side  track,  rolling  stock,  lots  not  leased 
or  rented,  and  terminal  facilities,  in  the  State,  and  the  length  and 
value  thereof  in  each  county,  city  or  town.  ^  The  reported  values 
are  verified  for  the  State  by  an  expert  engineer." 

Car  Companies. 

Sleeping  or  parlor  car  companies,  domestic  and  foreign,  pay  the 
general  property  tax  locally  for  state  and  local  purposes.*'  They 
also  pay  to  the  State  for  state  purposes  an  annual  tax  ol  lyi  per 
cent  of  gross  receipts  derived  from  business  done  between  points 
in  the  State;  and  an  annual  license  tax  of  $5,500.''    Refrigerator- 

^  Interview  with  state  tax  officials,  October,  1914. 

^Laws  1907,  act  No.  i,  sec.  49.     Interview  with  state  tax  officials,  October,  1914. 

c  Laws  1907,  act  No.  i,  sec.  46. 

Sec.  49  provides  that  "lands  or  any  other  real  estate  "  of  a  railroad  company  in  any 
county  shall  be  assessed  by  the  county  assessor,  but  sec.  45  provides  that  when  any 
land  has  been  assessed  more  than  once  for  the  same  year's  taxation,  only  the  tax 
justly  due  shall  be  collected. 

^  Laws  Z913,  act  No.  i,  sees.  44,  45. 

In  a  suit  to  prevent  the  collection  of  the  tax  on  gross  receipts,  it  was  argued  that 
this  could  not  be  a  license  tax  because  the  payment  of  it  is  not  made  a  condition  of 
the  right  to  do  business,  because  another  tax  is  imposed  in  terms  for  a  license ;  and 
because  the  history  of  the  law  shows  that  for  years  it  took  the  place  of  a  property  tax. 
"These  considerations  undoubtedly  are  very  strong,  *  *  *  but  if  this  act  is  to 
be  overthrown  it  should  not  be  overthrown  by  us. "  Pullman  Co.  v,  Knott,  ^35  U.  S., 
23  (19x4). 
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car  companies  and  tank-car  companies  pay  to  the  State  for  state 
purposes  an  annual  license  tax  of  $500.  *» 

In  assessing  sleeping  cars  and  parlor  cars  the  State  Board  deter- 
mines a  standard  valuation  per  car  for  each  of  two  classes  into 
which  it  divides  them.  These  valuations  are  applied  to  cars 
operated  exclusively  in  Florida  during  the  year,  but  for  cars 
used  in  interstate  transportation  through  or  into  Florida  the 
valuation  for  each  car  is  based  on  that  proportion  of  the  ascer- 
tained standard  value  which  its  route  mileage  in  Florida  bears  to 
its  entire  route  mileage  wherever  traveled.  The  total  of  the 
valuations  thus  found  is  assessed  to  the  company  and  appor- 
tioned on  the  route  mileage  basis  to  the  coimties  and  minor  taxing 
districts  through  which  the  routes  pass.  * 

Express  Companies. 

Express  companies,  domestic  and  foreign,  are  subject  to  the 
general  property  tax,  assessed  and  paid  locally  for  state  and  local 
purposes.^'  They  also  pay  to  the  State  for  state  and  local  pur- 
poses an  annual  license  tax  of  2  per  cent  on  gross  receipts  de- 
rived from  business  done  between  points  in  the  State.  Of  this 
tax,  one-half  is  '*  distributed  by  the  comptroller  among  the  various 
counties  of  this  State  in  proportion  to  the  assessed  valuation 
thereof.*'  The  other  half  is  turned  into  the  state  treasury  "as 
license  money.''  Cities  or  towns  in  which  express  companies  have 
offices  may  impose  upon  such  companies  an  annual  Ucense  tax 
of  from  $6  to  $200,  according  to  population.** 

«  I,aws  1913,  act  No.  i,  sec.  46. 

&  lyaws  1907,  act  No.  i,  sec.  46.     Interview  with  state  tax  officials,  October,  1914. 

*^  Interview  with  state  tax  officials,  October,  1914. 

<*  Laws  1913,  act  No.  i,  sec.  aa. 

In  a  case  involving  the  validity  of  a  license  tax,  graduated  according  to  population, 
imposed  by  cities  upon  express  companies,  the  court  held  that  the  act  did  not  tax 
or  regulate  or  apply  to  interstate  commerce,  as  distinguished  from  state  or  local  com- 
merce carried  on  by  an  express  company,  but  applied  only  to  express  business  that 
was  local  or  state  commerce.  Osborne  v.  Florida,  33  Fla.,  162  (1894).  Affirmed,  164 
U.  S.,  650  (1897). 

A  special  charter  act  of  the  legislature  (Laws  1907,  chap.  5823)  governing  the 
municipality  of  the  city  of  Miami,  authorized  the  city  to  license  privileges  at 
amounts  not  dependent  upon  general  state  revenue  law.  Under  this  special  act  the 
city  fixed  the  license  tax  upon  express  companies  at  $100.  A  general  act  (Laws  1907, 
chap.  5597),  becoming  effective  subsequent  to  the  special  charter  act,  fixed  the  city 
license  tax  upon  express  companies  at  not  to  exceed  $50  in  cities  of  5,000  to  xo,ooo 
inhabitants  (into  which  class  the  city  of  Miami  would  fall),  but  the  general  act  pro- 
vided that  the  powers  which  had  been  granted  or  might  be  granted  to  any  municipal 
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Telegraph  Companies. 

Telegraph  companies,  domestic  and  foreign,  pay  the  general 
property  tax  locally  for  state  and  local  purposes.*  In  addition, 
they  pay  to  the  State  an  annual  license  tax,  one-half  for  state 
purposes  and  one-half  for  local  purposes.  The  rate  of  the  license 
tax  is  65  cents  per  mile  of  actual  route  distance  between  points,  the 
ntunber  of  wires  not  being  taken  into  consideration.  Distribu- 
tion of  the  tax  to  the  counties  entitled  thereto  is  made  upon  the 
pole  mileage  basis.  ^ 

Assessment  of  telegraph  property  for  general  property  taxation 
is  made  by  the  State  Board  (the  comptroller,  attorney  general, 
and  treasurer)  at  separate  imiform  valuations  per  mile  for  poles 
and  first  wire,  for  second  wire,  for  third  and  for  additional  wires, 
and  for  cables.*'  Apportionment  of  valuations  to  the  counties 
and  localities  is  made  by  the  comptroller  accordmg  to  the  mileage 
of  the  respective  classes  of  wire  or  cable  therein.* 

corporation  by  special  act  or  charter  act  for  the  purpose  of  requiring  the  payment  of 
license  taxes  should  not  be  regarded  as  limited  by  the  general  act. 

Held :  That  theordinance  imposing  the  $ico  tax  was  not  void.  There  was,  by  the  gen- 
eral act,  no  express  repeal  of  the  provisions  of  the  special  act,  and  no  intent  to  repeal 
such  provisions  by  implication.  The  authority  given  the  city  of  Miami  in  the  special 
act  did  not  offend  the  organic  law,  and  the  ordinance  imposing  the  |ioo  license  tax 
upon  express  companies  was  not  shown  to  be  violative  of  the  Constitution  or  laws  of  the 
United  States,  which  was  one  of  the  express  limitations  of  the  charter  act  and  would 
be  implied  if  not  expressed.  It  was  not  made  to  appear  that  the  ordinance  imposing 
the  lioo  license'  tax  was  violative  of  the  constitutional  guaranties  of  property  rights, 
or  that  it  was  tmreasonable  or  imjustly  discriminatory.  No  question  of  interstate 
commerce  was  involved,  since  the  license  tax  was  imposed  with  reference  to  intra- 
state business  and  the  fact  that  the  company  was  also  engaged  in  interstate  commerce 
did  not  relieve  it  of  the  tax  if  it  desired  to  do  intrastate  business.  Hardee  v.  Brown,  56 
Fla.,  377,  386  (1908). 

o  Laws  1907,  act  No.  1,  sec.  46.     Interview  with  state  tax  officials,  October,  1914. 

ft  Laws  19x3,  act  No.  i,  sec.  54. 

In  a  case  involving  a  municipal  license  tax  of  $100  upon  telegraph  companies 
defendant  contended  that  the  ordinance  imposing  the  tax  was  invalid  as  encroaching 
upon  the  authority  of  Congress  to  regulate  interstate  commerce  and  placed  a  burden 
upon  such  commerce.  Held:  The  tax  relates  solely  to  intrastate  business  done  in 
the  city,  and  does  not  apply  to,  and  can  not  be  lawfully  enforced  so  as  to  apply  to  or 
regulate  or  impose  a  burden  upon  foreign  or  interstate  messages  or  messages  sent  by 
or  for  the  United  States  Government.  Thus  construed  the  ordinance  does  not  con- 
flict with  Federal  law.    Ferguson  v,  McDonald,  66  Fla.,  494  (1913). 

c  For  the  year  19 12  the  assessment  of  pole  and  first  wire  was  fixed  at  I50,  for  second 
wire  at  $20,  and  for  the  third  and  other  wires  at  $15  per  mile.  Report  of  Comptroller 
of  State  of  Florida,  1912,  pp.  165-167. 
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Telephone  Companies. 

Telephone  companies,  domestic  and  foreign,  pay  the  general 
property  tax  locally  for  state  and  local  purposes.*  In  addition, 
telephone  systems  operating  100  instruments  or  more  for  profit, 
pay  to  the  State  for  state  purposes  an  annual  license  tax  of  from 
6  cents  to  10  cents  per  instrument,  according  to  total  number  of 
instruments  installed.^  Similar  license  taxes  are  paid  to  the 
coimties  for  county  purposes,  and  to  incorporated  cities  and 
towns  for  municipal  purposes.  The  rate,  however,  in  either  case 
equals  but  one-half  the  State  rate.  * 

Assessment  of  telephone  property  for  general  property  taxation 
is  made  by  the  county  assessor,  who  apportions  its  value  to  the 
minor  taxing  districts.** 

Steamboat  Companies. 

Steamboat  companies  pay  the  general  property  tax  locally  for 
state  and  local  pmposes.  Boats  are  assessed  and  taxed  in  the 
cotmty  in  which  "they  may  belong  or  be  enrolled,  registered,  or 
licensed."'  Such  companies  also  pay  locally  for  state  purposes  an 
annual  license  tax  on  each  boat  used  in  the  waters  of  the  State  for 
transporting  passengers  or  freight./  The  rate  of  this  tax  is  gradu- 
ated according  to  toimage  capacity  and  ranges  from  $10  to  $50. 
A  tax  of  the  same  nature  is  paid  to  the  counties  for  cotmty  pur- 
poses, and  to  incorporated  cities  and  towns  for  mimicipal  pmposes. 
The  rate,  however,  in  either  case  may  not  exceed  half  the  state 
rate.^  Each  agent,  for  steamships  or  steamboats,  pays  $25,  but 
if  representing  an  owner  operating  coastwise  vessels  only,  pays  $10 
per  annum.*' 


•    o  Laws  1907,  act  No.  i,  sec.  i. 

^  Laws  1913*  act  No.  i,  sec.  54. 

c  Ibid.,  sec.  2.    Letter  of  State  Tax  Commissioner,  November  10,  1914. 

^  Interview  with  state  tax  officials,  October,  19 14. 

«  Laws  1907,  act  No.  i,  sees,  i,  10. 

The  domicile  of  a  vessel  duly  registered  mider  acts  of  Congress  regulating  the  registry 
of  vessels  is  the  port  where  the  vessel  is  registered,  and  where  vessels  registered  in 
another  State  are  employed  in  commerce  in  the  waters  of  this  State  in  pursuance  of 
the  usual  custom  of  sending  such  vessels  wherever  the  most  profitable  service  can  be 
secured,  they  are  not  so  permanently  in  this  State  as  to  become  incorporated  into  the 
personal  property  here  and  subject  to  taxation  in  this  jurisdiction.  Only  the  State 
in  which  the  home  port  is  situated  has  dominion  over  the  vessels,  under  such  circum- 
stances, for  the  purpose  of  taxation.  Johnson  v.  DeBary-Baya  Merchants'  Line,  37 
Pla.,  499  (1896). 

/  Laws  1913,  act  No.  i,  sec.  52. 

^Ibid.,  sec.  6,  p.  6. 
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Public-XTtility  Companies. 

Suburban,  intenu-ban,  and  street  railway,  ferry,  gas,  electric 
light  and  power,  and  water  companies  pay  locally  the  general  prop- 
erty tax  for  state  and  local  purposes."  In  addition,  they  pay  to 
the  State  for  state  purposes  annual  license  taxes  as  follows :  $5  for 
each  mile  of  subtu-ban  or  interurban  railway;  ^  from  $7.50  to  $15 
for  each  mile  of  street  railway;  *  from  $10  to  $100  for  ferries,  ac- 
cording to  the  population  of  the  county  served;^  from  $25  to 
$300  for  each  gas  plant,**  and  from  $10  to  $300  for  each  electric 
light,  power,*  or  water  plant ^  according,  in  each  case,  to  the  popu- 
lation of  the  city  or  town  wherein  they  are  operated.  Similar 
license  taxes  not  to  exceed  50  per  cent  of  those  imposed  by  the 
State  are  levied  by  counties.^  Incorporated  cities  and  towns  are 
granted  like  authority.* 

Assessment  of  street  railway  property  for  general  property  taxa- 
tion is  made  by  the  State  Board  in  practically  the  same  manner  as 
the  assessment  of  railroad  property.*  The  assessment  of  other 
public-utility  property  is  made  by  local  officials. 

Manufacturing,   Mercantile,   Mining,   and  Miscellaneous  Corpora- 
tions. 

Manufacttu-ing,  mercantile,  mining,  and  miscellaneous  corpora- 
tions pay  the  general  property  tax  assessed  and  collected  locally  for 
state  and  local  purposes.*  In  addition,  companies  of  these  four 
classes  pay  for  conducting  certain  kinds  of  business  annual  license 
taxes  to  the  State  for  state  pvuposes.^ 

Unless  specifically  prohibited,  counties,  and  cities  or  towns,  may 
each  impose  a  license  tax  not  exceeding  50  per  cent  of  the  license 
tax  for  state  purposes.* 

«  Laws  1907,  act  No.  i,  sec.  r. 
^  Laws  1913,  act  No.  i,  sec.  43. 
<i  Ibid.,  sec.  23. 
<^  Ibid.,  sec.  26. 

<  Ibid.,  sec.  21. 
/  Ibid.,  sec.  56. 

ff  Ibid.,  sec.  2.    Letter  of  State  Tax  Commissioner,  November  10,  19 14. 

*  Laws  1913,  act  No.  i,  sec.  2.  Cities  and  towns  impose  this  license  tix  upon  gas, 
electric  light  and  power  and  water  companies.  Letter  of  State  Tax  Commissioner, 
November  10,  1914. 

<  Laws  Z907,  act  No.  i,  sec.  46. 

i  Ibid.,  act  No.  2,  pp.  36  et  seq.;  Laws  1913,  act  No.  i. 

*  Laws  1907,  act  No.  2,  sec.  2;  Laws  1913,  act  No.  i,  sec.  2. 
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Stockholders  and  Bondholders. 

Bonds  of  both  domestic  and  foreign  corporations  are  taxable  in 
the  hands  of  the  holders.**  Holders  "  of  stock  in  any  incorporated 
company  doing  business  imder  a  corporate  name"  are  not  taxed 
**  if  such  stock  is  returned  for  taxation  "  by  the  corporation  and 
the  taxes  paid  thereon  by  the  corporation,  or  if  the  property  of 
the  company  is  assessed  where  located  and  **  taxes  are  then  paid 
on  such  property.'** 

Foreign  Corporations. 

Foreign  corporations  of  the  various  classes  herein  treated  are 
taxed  like  domestic  corporations  of  the  corresponding  class.  *^ 

in.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  22  per  cent. 

ToTAi,  Stats  Receipts,  Taxes  prom  Corporations,  Other  Taxes,  and  Receipts 
9ROM  Sources  Other  than  Taxes,  Year  Ended  December  31,  i9i2.<* 

Total  state  receipts,  all  sources $3, 015, 793.  04 

State  taxes  from  corporations: 

Railroads,  steam,  and  electric — 

General  property  « $234^  4^1.  yg 

Mileage 26,393.  50 

Sleeping  car,  general  property  « 2, 039. 66 

Express  companies,  gross  receipts 3, 75a  00 

Telegraph — 

General  property  « 3, 752. 49 

Mileage i,  406.  58 

Insurance  companies 186,  758. 01 

Banks,  fees 4, 97a  00 

Corporation  charter  tax 64,  529.  00 

Total  ascertainable  state  taxes  from  corporations 528, 091.  02 

Other  taxes: 

General  license  tax 334, 329.  70 

Sale  of  fertilizer  and  feed  stamps -  82, 82a  55 

Automobile  registration  tax 4,  268.  00 

Tax  on  commissions 2, 295.  00 

o  Laws,  1907,  act  No.  r,  sec.  i. 

^  Ibid.,  sec.  8. 

c  Constitution,  Art.  XVI,  sec.  16;  Laws  1907,  act  No.  i,  sec.  i,  and  I^ws  1913,  act 
No.  I. 

^  Report  of  Comptroller,  19 12. 

^  Estimated  by  applying  the  state  rate  of  75  cents  per  $100  to  the  assessed  values 
of  the  property  as  shown  in  report  of  state  comptroller,  1912. 
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Other  taxes — Continued. 

Tax  certificates $32, 131. 06 

Drainage  tax  fund 245, 738.  75 

Back  taxes 4, 841.  35 

General  property  tax  o  (less  $240,283.93  above  esti- 
mated)     1, 149,  520. 12 

Total  state  taxes  not  from  corporations $1, 855, 944.  53 

Total  taxes  for  state  purposes,  all  sources 2, 384, 035.  55 

Receipts  from  sources  other  than  taxes: 

Hire  of  state  convicts $307*  132.  48 

Interest  on  dep>osits,  funds,  etc 1 16, 070.  62 

Agricultural  experiment  station  funds 32, 673.  81 

United  States  aid  to  colleges 50, 039. 11 

Peabody  building  fund 40,  oca  00 

Miscellaneous  college  fund 21,  564.  55 

State  school  fund 42, 2;^^'  ^2 

Forest  funds 3, 836.  34 

Sale  of  books,  statutes,  etc 3, 866.  25 

Fees,  fines,  etc 734.  86 

Miscellaneous  receipts 13,  505.  65 

Total  receipts  from  sources  other  than  taxes 631, 757.  49 

Total  state  receipts,  all  sotirces 3, 015,  793. 04 

IV.  COMMENTS. 
Historical. 

Very  little  interest  attaches  to  the  early  history  of  the  taxation 
of  corporations  as  distinguished  from  that  of  individuals  in 
Florida.  In  1839,  however,  the  territorial  legislatiu-e  provided, 
in  an  act  to  incorporate  the  Southern  Life  Insiu-ance  and  Trust 
Co.,  that  the  capital  stock  of  that  corporation  should  be  taxed 
at  the  same  rates  as  all  other  personal  property  of  the  territory, 
but  that  no  tax  should  be  levied  against  the  corporation  beyond 
an  amount  of  $5,000  in  any  one  year.* 

In  1847  the  rate  of  taxation  on  "shares  of  stock  in  incorporate 
companies,"  was  **  twenty  cents  on  every  hundred  dollars'  value 
thereof."  ^  A  later  provision  exempted  the  owner  or  holder  of 
stock  in  any  incorporated  company  or  corporation  which  was 
taxed  on  its  capital.^ 

Railroads,  as  early  as  1869,  made  returns  of  their  right  of  way, 
tracks,  and  rolling  stock,  by  counties,  to  the  state  comptroller, 

a  Part  of  this  conies  from  local  taxation  of  corporations,  but  it  is  practically  impos- 
sible to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 

&  Compilation  of  public  acts  of  Florida,  Duval,  1839,  p.  473,  sec.  30. 

«  Digest  of  Florida  laws,  1847,  Thompson,  p.  89. 

<*  Act  of  1869,  see  Bush's  Digest,  Laws  of  Florida,  1872,  p.  642. 
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who  apportioned  the  value  among  the  counties  pro  rata  to  each 
mile  of  main  track,  adding  to  the  apportionment  for  each  county 
the  value  of  real  estate,  other  than  right  of  way,  and  the  value  of 
fixtures,  machinery,  tools,  etc.,  within  the  county.  Upon  the 
value  thus  obtained  taxes  were  assessed  by  the  coimties  the  same 
as  upon  the  property  of  individuals.^  Telegraph  companies  paid 
a  semiaimual  tax  of  $8  per  mile  for  all  submarine  telegraph  laid 
and  operated  within  the  waters  of  the  State,  and  $i  per  mile  for 
all  lines  of  land  telegraph  operated  in  the  State.* 

In  1874  an  exemption  from  taxation  for  five  years  from  date  of 
establishment  was  allowed  to  manufacturers  of  cotton  goods, 
sugar,  cottonseed  oil,  paper,  and  salt.  ^ 

Steamboats  engaged  exclusively  in  intrastate  transportation 
were,  in  1881,  made  subject  to  a  Ucense  tax  of  $100  each.  This 
tax  was  made  payable  to  the  tax  collector  of  the  county  where 
the  principal  office  was  located,  imless  the  general  property  tax 
had  been  paid  in  some  coimty  of  the  State.  ^ 

Telegraph  companies  became  assessable  in  1887  in  the  same 
manner  as  had  been  provided  for  railroads.  * 

The  law  with  respect  to  the  apportionment  of  valuation  of  rail- 
road property  to  the  various  counties  was  changed  in  1897  so  that 
such  apportionment  was  made  pro  rata  to  each  mile  of  main  track, 
branch,  switch,  spur  track,  and  sidetrack,  instead  of  pro  rata  to 
each  mile  of  main  track  as  formerly.^  During  the  same  year 
sleeping  and  parlor  car  companies  were  required  to  pay  $1.50 
upon  each  $100  of  gross  receipts  derived  from  business  done 
between  points  in  the  State.^ 

In  1903  each  express  company  doing  business  in  the  State  w^as 
required  to  pay  to  the  State  a  fixed  sum  of  $3 ,  750  per  annum.  This 
was  in  lieu  of  all  other  state  and  county  license  taxes.  One-third 
of  the  amoimt  was  for  state  pmposes  and  two-thirds  was  distrib- 
uted among  the  various  counties  of  the  State  "in  proportion  to 
the  assessed  valuation  thereof. ' '     Cities  and  towns  were  authorized 

o  Bush's  Digest,  Laws  of  Florida,  1872,  p.  651. 
ft  Ibid.,  p.  659. 

c  Act  of  Feb.  16,  1874,  chap.  2035,  see  Digest,  Laws  of  Florida,  1881,  p.  868,  sec.  16. 
<*  Act  of  Mar.  5,  1881,  chap.  3219,  sec.  12,  see  Digest,  Laws  of  Florida,  1881,  p.  873. 
«  Act  of  June  13,  1887,  chap.  3681,  sec.  44,  see  Revised  Statutes  of  Florida,  1S92, 
p.  217. 

/  Acts  of  1897,  chap.  4515,  sec.  8. 
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to  impose  upon  each  coinpany  having  oflSces  therein  an  annual 
license  tax  varying  from  $12.50  to  $200,  according  to  the  popu- 
lation."  Telegraph  companies  were  required  during  the  same  year 
to  pay  $500  each  per  annum  for  state  pvuposes.  No  further  license 
tax  could  be  collected  from  telegraph  companies  by  any  coimty  or 
municipality.*  An  annual  Ucense  tax  of  $1  per  registered  ton,  but 
not  less  than  $10  nor  more  than  $100  each,  was  also  placed  upon 
steamboats  which  had  not  paid  the  regular  tonnage  assessment  in 
any  county  of  the  State,  but  which  were  engaged  in  the  business  of 
transporting  passengers  and  freight  in  the  waters  of  the  State. 
This  tax  was  payable  to  the  tax  collector  of  the  county  where  the 
principal  ofl&ce  was  located,  or  to  the  collector  at  the  terminus  of 
the  route  in  the  State,  if  the  principal  oflSce  was  located  outside  of 
the  State.* 

License  Taxation. 

The  system  of  taxing  privileges  was  extended  in  1907  so  that 
license  taxes  were  applied  to  practically  all  transportation  and 
transmission  companies,  to  merchants,  and  to  some  lines  of  manu- 
facturing. The  fixed  annual  stun  paid  by  express  companies  was 
at  that  time  increased  to  $7,500,  but  later  changed  to  a  license  tax 
based  on  gross  receipts.  Other  changes  in  the  base  and  the  amoimt 
of  the  license  taxes  have  been  made,  but  the  system  as  extended 
in  1907  is  practically  the  same  as  now  in  force.** 

SepiU'ation  of  Sources  Recommended. 

The  governor,  in  a  message  to  the  legislatine  in  1911,'  by  using 
figures  from  reports  of  state  oflScers  and  from  other  sources,  and  by 
means  of  estimates,  concluded  that,  while  all  the  property  in  the 
State  was  assessed  at  less  than  1 78  million  dollars,  the  full  cash  value 
of  such  property  was  much  nearer  one  billion  dollars.  He  referred 
to  the  tendency  in  other  States  toward  the  abandonment  of 
the  attempt  to  tax  all  property  at  a  tmif orm  rate  and  by  the  same 
method,  and  he  deemed  it  necessary  that  wise  legislation  be 
enacted  in  Florida  with  reference  to  the  assessment  of  property, 
and  especially  of  personal  property. 

^Laws  1903,  chap.  5106,  sees.  47,  48,  49. 

*Ibid.,  sec.  53. 

«Ibid.,  sec.  51. 

<<Laws  1907,  chap.  5597,  pp.  38,  48,  53,  54.  56;  chap.  5623,  p.  107. 

«  Governor's  Message,  191 1,  pp.  37-39. 
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The  191 1  legislature  provided  for  the  appointment  of  a  special 
tax  commission  of  three  members,  to  report  to  the  governor  such 
changes  in  the  tax  provisions  of  the  constitution  and  laws  of  the 
State  as  might  be  deemed  advisable,  and  to  submit  drafts  of  pro- 
posed constitutional  amendments  and  bills.  In  December,  191 2, 
this  commission  made  a  report  in  which  it  submitted  a  draft  of  a 
joint  resolution  **  proposing  an  amendment  to  the  state  constitu- 
tion on  the  subject  of  legislative  power  of  taxation  "  by  adding  a 
new  section  to  Article  IX,  so  as  to  provide  that  the  power  of 
taxation  shall  never  be  surrendered,  suspended,  or  contracted 
away;  that  all  taxes  shall  be  tmiform  upon  the  same  class  of 
property  within  the  territorial  limits  of  the  authority  levying  the 
tax  and  shall  be  levied  and  collected  for  public  purposes  only; 
all  provisions  of  the  constitution  in  conflict  with  these  new  pro- 
visions to  be  repealed.**  The  purpose  in  suggesting  this  constitu- 
tional amendment  was  to  render  possible  the  separation  of  sources 
of  state  and  local  revenue.  The  commission 's  report  also  contained 
drafts  of  proposed  legislation  to  provide  that  the  State,  for  the 
full  amotmt  of  its  revenue,  should  receive  the  taxes  assessed  by  it 
upon  railroads,  telegraphs,  and  telephones,  together  with  mis- 
cellaneous taxes  and  licenses,  while  the  coimties  might  levy  their 
own  taxes  for  county  purposes  on  property  of  a  local  character 
other  than  that  mentioned.  * 

Publicity. 

The  special  tax  commission  above  mentioned  al^  recommended 
that  the  legislature  prescribe  that  the  assessment  roll  be  pub- 
lished in  each  county,  in  one  issue  of  a  newspaper  of  general 
circulation,  so  that  the  people  and  the  coimty  boards  of  equaliza- 
tion might  ascertain  whether  the  property  of  the  coimty  had  been 
assessed  at  correct  relative  values  and  what  property,  particularly 
personal  property,  had  been  omitted.  The  commission  thought 
the  publication  of  the  rolls  would  result  in  greater  uniformity  of 
valuation  and  in  the  assessment  of  much  property  ordinarily 
overlooked.  * 

o  Report  of  Tax  Commission,  1911-12,  p.  40.  This  resolution  was  introduced  in  the 
lower  house  at  the  1913  session,  but,  although  favorably  reported  by  a  tmanimotts  vote 
of  the  committee,  was  indefinitely  postponed.  Journal  of  the  House  of  Rep. ,  Florida, 
1913  session,  pp.  213,  347,  508,  1930. 

^  Report  of  Tax  Commission,  1911-12,  p.  4,  p.  43  et  seq. 

clbid.,  pp.  8,  9. 
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KENTUCKY. 

L  GENERAL  VIEW. 


Chief  Features. 


First.  The  taxation  of  all  property  under  the  general  propert)' 
tax  for  both  state  and  local  purposes. 

Second.  The  assessment  of  ** franchises'*  of  public  service  and 
public  utility  corporations  as  a  special  item  by  an  especially 
constituted  board. 

Third.  The  assessment  of  all  tangible  property  of  steam  and 
interurban  railroad  companies,  and  of  interstate  railroad  bridge 
companies,  by  the  Railroad  Commission. 

Fourth.  The  application  to  mercantile  and  manufacturing  cor- 
porations of  taxes  supplemental  to  the  general  property  tax,  based 
on  capital  stock  or  levied  at  specific  amounts. 

General  Property  Tax. 

Domestic  and  foreign  transportation,  transmission,  mercantile, 
and  manufacturing  companies  pay  the  general  property  tax  for 
state  and  local  purposes  on  all  property. 

Franchises,  or  intangible  values,  of  all  public  service  and  public 
utility  companies,  are  assessed  by  the  State  Board  of  Valuation 
and  Assessment.  The  physical  property  of  steam  and  interurban 
railroads,  and  interstate  railroad  bridge  companies,  is  assessed 
by  the  Railroad  Commission.  All  other  nrooerty  is  assessed 
locally. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  mercantile  and  manu- 
f actiuing  companies  pay  to  the  State  for  state  purposes  either  an 
annual  license  tax  on  the  amount  of  capital  employed  in  the 
State,  or  taxes  of  specific  amounts,  according  to  the  particular 
line  of  business  in  which  they  are  engaged. 

Stockholders  and  Bondholders. 

Resident  holders  of  stock  are  not  taxed  when  the  corporation 
pays  taxes  on  its  property  in  the  State.     Otherwise,  resident 


KENTUCKY.  1 55 

holders  of  stock  are  taxable  on  their  holdmgs.    Bonds  of  domestic 
and  foreign  corporations  are  taxable  to  holders. 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are,  with  cer- 
tain exceptions  hereinafter  noted,  taxed  in  practically  the  same 
manner  as  similar  domestic  corporations. 

Administration. 

The  State  Board  of  Valuation  and  Assessment,  composed  of 
the  auditor  of  public  accoimts,  state  treasurer,  and  secretary  of 
state,  assesses  the  franchise,  or  intangible  property,  of  all  public 
service  corporations,  and  of  certain  financial  companies. *  It  also 
assesses  the  tax  on  authorized  capital  stock  of  nonfranchise 
corporations.  ^  City  assessors  in  cities  of  the  first  class  assess  the 
franchises  of  public  service  corporations  for  city  purposes,  and 
county  boards  of  s.upervisors  assess  the  franchises  of  turnpike 
companies.  <^ 

The  railroad  commission,  composed  of  three  elective  officers  with 
terms  of  four  years  each,  assesses  the  tangible  property  of  steam 
and  interurban  railroad  companies  and  companies  owning  bridges 
spanning  boundary  rivers  of  the  State.^*  All  other  taxable  prop- 
erty, including  the  tangible  property  of  public  service  corpora- 
tions other  than  railways,  is  assessed  by  county  assessors. 

The  auditor  of  public  accoimts  certifies  for  local  taxation,  under 
the  general  property  tax,  apportioned  values  assessed  by  the  State 
Board  of  Valuation  and  Assessment  or  by  the  Railroad  Commission. 

The  State  Board  of  Equalization,  composed  of  eight  members, 
seven  appointed  by  the  governor  for  terms  of  four  years  each,  one 
from  each  appellate  district  of  the  State,  and  the  auditor  of  public 
accounts,  equalizes  the  local  assessments  of  property  as  between 
the  various  counties.'  This  board  may  raise  or  lower  each 
county's  total  of  local  assessments,  and  may  raise  or  lower  the 
assessments  within  the  coimty,  of  lands  and  personalty  as  one 
class  and  town  lots  as  another/  Local  assessments  of  stocks, 
bonds,  and  credits  are  not  changed. 

o  Stats.,  sec.  4077. 

^  Ibid.,  sec.  4i89d. 

« Ibid.,  sec.  4095. 

<<Ibid.,  sees.  821,  833,  4098,  4102. 

'Ibid.,  sees.  4268,  4374,  4275. 

/  Interview  with  state  tax  officials,  October,  1914. 
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I.  GENERAL  VIEW. 
Chief  Features. 

First.  The  taxation  of  all  property  under  the  general  property 
tax  for  both  state  and  local  purposes. 

Second.  The  assessment  of  ''franchises'*  of  public  service  and 
public  utility  corporations  as  a  special  item  by  an  especially 
constituted  board. 

Third.  The  assessment  of  all  tangible  property  of  steam  and 
interurban  railroad  companies,  and  of  interstate  railroad  bridge 
companies,  by  the  Railroad  Commission. 

Fourth.  The  application  to  mercantile  and  manufacturing  cor- 
porations of  taxes  supplemental  to  the  general  property  tax,  based 
on  capital  stock  or  levied  at  specific  amounts. 

General  Property  Tax. 

Domestic  and  foreign  transportation,  transmission,  mercantile, 
and  manufacturing  companies  pay  the  general  property  tax  for 
state  and  local  purposes  on  all  property. 

Franchises,  or  intangible  values,  of  all  public  service  and  public 
utility  companies,  are  assessed  by  the  State  Board  of  Valuation 
and  Assessment.  The  physical  property  of  steam  and  interurban 
railroads,  and  interstate  railroad  bridge  companies,  is  assessed 
by  the  Railroad  Commission.  All  other  nrooerty  is  assessed 
locally. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  mercantile  and  manu- 
facturing companies  pay  to  the  State  for  state  pmposes  either  an 
annual  license  tax  on  the  amount  of  capital  employed  in  the 
State,  or  taxes  of  specific  amounts,  according  to  the  particular 
line  of  business  in  which  they  are  engaged. 

Stockholders  and  Bondholders. 

Resident  holders  of  stock  are  not  taxed  when  the  corporation 
pays  taxes  on  its  property  in  the  State.     Otherwise,  resident 
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holders  of  stock  are  taxable  on  their  holdings.    Bonds  of  domestic 
and  foreign  corporations  are  taxable  to  holders. 

Foreign  Corporations.    • 

Foreign  corporations  of  the  classes  herein  treated  are,  with  cer- 
tain exceptions  hereinafter  noted,  taxed  in  practically  the  same 
manner  as  similar  domestic  corporations. 

Administration. 

The  State  Board  of  Valuation  and  Assessment,  composed  of 
the  auditor  of  public  accounts,  state  treasurer,  and  secretary  of 
state,  assesses  the  franchise,  or  intangible  property,  of  all  public 
service  corporations,  and  of  certain  financial  companies."  It  also 
assesses  the  tax  on  authorized  capital  stock  of  nonfranchise 
corporations.  ^  City  assessors  in  cities  of  the  first  class  assess  the 
franchises  of  public  service  corporations  for  city  purposes,  and 
county  boards  of  supervisors  assess  the  franchises  of  turnpike 
companies.  ^ 

The  railroad  commission,  composed  of  three  elective  officers  with 
terms  of  four  years  each,  assesses  the  tangible  property  of  steam 
and  interurban  railroad  companies  and  companies  owning  bridges 
spanning  boundary  rivers  of  the  State.^  All  other  taxable  prop- 
erty, including  the  tangible  property  of  public  service  corpora- 
tions other  than  railways,  is  assessed  by  coimty  assessors. 

The  auditor  of  public  accounts  certifies  for  local  taxation,  imder 
the  general  property  tax,  apportioned  values  assessed  by  the  State 
Board  of  Valuation  and  Assessment  or  by  the  Railroad  Commission. 

The  State  Board  of  Equalization,  composed  of  eight  members, 
seven  appointed  by  the  governor  for  terms  of  four  years  each,  one 
from  each  appellate  district  of  the  State,  and  the  auditor  of  public 
accounts,  equalizes  the  local  assessments  of  property  as  between 
the  various  counties.*  This  board  may  raise  or  lower  each 
county's  total  of  local  assessments,  and  may  raise  or  lower  the 
assessments  within  the  coimty,  of  lands  and  personalty  as  one 
class  and  town  lots  as  another.^  Local  assessments  of  stocks, 
bonds,  and  credits  are  not  changed. 

»  Stats.,  sec.  4077. 

^  Ibid.,  sec.  4i89d. 

« Ibid.,  sec.  4095. 

^Ibid.,  sees.  821,  823,  4098,  410a. 

«Ibid.,  sees.  4268,  4274,  4375. 

/  Interview  with  state  tax  officials,  October,  19 14. 
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Nothing  in  the  constitution  shall  be  construed  to  prevent  the 
general  assembly  from  providing  for  taxation  based  on  income, 
licenses,  or  franchises.* 

The  general  assembly  shall  provide  by  law  an  annual  tax,  which 
with  other  resoiwces,  shall  be  sufficient  to  defray  the  estimated 
expenses  of  the  Commonwealth  for  each  fiscal  year.  ^ 

The  tax  rate  of  cities,  towns,  counties,  and  taxing  districts,  for 
other  than  school  ptuposes,  shall  not,  at  any  time,  exceed  $1.50  on 
the  $100  for  cities  or  towns,  and  $0.50  (on  each  $100)  for  coim- 
ties  and  taxing  districts,  unless  for  the  payment  of  certain  indebt- 
edness contracted  for  before  the  adoption  of  the  constitution  now 
in  force.  ^ 

The  general  assembly  may,  by  general  laws  only,  provide  for 
the  payment  of  license  fees  on  franchises,  trades,  occupations,  and 
professions,  or  a  special  or  excise  tax;  and  may,  by  general  laws, 
delegate  to  counties,  cities,  and  towns  the  power  to  impose  and 
collect  such  license  fees.''  The  general  assembly,  by  general  law 
only,  may  authorize  cities  or  towns  to  tax  for  municipal  purposes 
tangible  and  intangible  personal  property,  on  an  income,  Ucense, 
or  franchise  basis,  in  lieu  of  an  ad  valorem  tax  thereon;  provided, 
cities  of  the  first  class  (Louisville)  shall  not  be  authorized  to  omit 

<^  Constitution,  sec.  174. 

The  following  acts  of  the  legislature  have  been  held  unconstitutional  and  void,  as 
a  regulation  of  interstate  commerce: 

Requiring  the  agent  of  every  express  company  not  incorporated  under  Kentucky 
laws  to  pay  a  license  fee  to  the  State.    Crutcher  v.  Kentucky,  141  U.  S.,  47  (1891). 

Providing  that  express  companies  doing  btisiness  in  the  State  shall  pay  a  license 
tax  to  the  State  of  $500  or  $1,000  per  annum  according  as  the  lines  over  which  they 
operate  are  less  or  more  than  100  miles  in  length,  in  addition  to  a  local  ad  valorem 
tax  on  their  tangible  property,  and,  providing  that  telegraph  companies  operat- 
ing any  line  in  the  State  ^all  pay  a  yearly  tax  to  the  State  of  $1  per  mile  for  the 
line  of  poles  and  first  wire,  and  50  cents  for  each  additional  wire;  held,  that  these 
two  latter  acts  sought  to  lay  a  burden  upon  the  business  of  such  companies  rather 
than  upon  their  property.  Commonwealth  v.  Smith,  Commonwealth  v.  U.  S.  Ex- 
press Co.,  92  Ky.,  38  (1891). 

The  ad  valorem  system  relates  to  the  assessment  and  taxation  of  all  property;  the 
income  tax,  to  the  product  or  income  from  property  or  from  business  pursuits..  The 
license  tax  is  one  imix>sed  on  the  privilege  of  exercising  certain  callings,  professions, 
or  avocations,  that,  when  collected,  goes  into  the  state  treastuy,  and,  when  applied 
to  municipal  taxation,  is  termed  a  "license  fee."    Levi  v.  Louisville,  97  Ky.,  394 

(1895). 

^  Constitution ,  sec .  171. 

clbid.,  sec.  157. 

^  The  legislature  has  granted  this  authority  to  cities  of  the  various  classes.  Stats., 
sees.  2980,  3174,  3290,  3490,  3637,  and  3704. 

A  city  license  fee  must  be  reasonable  in  amount.  Sperry  &  Hutchinson  Co.  -z^.  City 
of  Owensboro  et  al.,  151  Ky.,  389  (1912). 
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the  imposition  of  an  ad  valorem  tax  on  such  property  of  any  pub- 
lic service  or  public  utility  company.* 

The  general  assembly  shall  not  impose  taxes  for  the  purpose  of 
any  coimty,  or  mimicipal  corporation,  but  may,  by  general  laws, 
confer  on  the  proper  authorities  thereof,  respectively,  the  power 
to  assess  ^  and  collect  taxes. 

The  general  assembly  shall  not  pass  local  or  special  acts  to 
authorize  or  regulate  the  levy,  assessment,  or  collection  of  taxes.* 

The  power  to  tax  property  shall  not  be  surrendered  or  suspended 
by  any  contract  or  grant  to  which  the  Commonwealth  shall  be  a 
party.  ^ 

The  general  assembly  shall  have  no  power  to  release,  extin- 
guish, or  authorize  the  releasing  or  extinguishing,  in  whole  or  in 
part,  the  indebtedness  or  liability  of  any  corporation  or  individual 
to  this  Commonwealth,  or  to  any  county  or  mimicipality  thereof.* 

No  foreign  corporation  shall  be  allowed  to  transact  business 
within  the  State  on  more  favorable  conditions  than  are  prescribed 
by  law  to  similar  domestic  corporations.^ 

Statutes.^' 
General  Property  Tax. 

All  property,  unless  exempt,  is  taxed  under  the  general  property 
tax  for  both  state  and  local  purposes.* 

The  intangible  property  of  public  service  corporations  is  assessed 
as  "franchise."  ♦     Intangible  personal  property  of  other  corpora- 

A  Constitution,  sec.  i8i,  as  amended,  chap.  50,  acts  of  1902,  and  ratified  1903. 

The  legislature  has  enacted  this  proviso  substantially,  and  also  provided  that  the 
city  may  levy  ad  valorem  taxes  on  railroad  property  based  on  the  assessments  by  the 
state  boards  (Stats.,  sec.  2980);  that  the  city  assessor  is  to  assess  for  city  purposes  the 
franchise  of  gas,  water,  ferry,  bridge,  street  railway,  express,  electric  light,  electric 
power,  telegraph,  press  dispatch,  telephone,  turnpike,  car,  and  other  like  companies 
exercising  any  special  or  exclusive  privilege  or  franchise,  or  performing  any  public 
service  (Stats.,  sec.  2984a). 

Under  sees.  181  and  171,  the  legislature  is  not  required,  either  by  general  laws  for 
state  ptu'poses  or  for  municipal  ptu'poses  to  impose  license  fees  on  all  trades,  occupa- 
tions or  professions;  but  any  one  or  more  trades,  occupations  or  professions  may  be 
taxed,  and  others  exempted.     Hager  v.  Walker,  128  Ky.,  i  (1908). 

b  In  the  place  used,  assess  means  to  levy  a  tax,  and  does  not  mean  the  valuation 
of  property  for  taxation.  South  Gov.  &  Cin.  St.  R.  Co.  v,  Bellevue,  105  Ky.,  2S$, 
(1899). 

c Constitution,  sec.  59,  subsec.  15. 

^ilbid.,  sec.  175. 

«Ibid.,  sec.  52. 

/Ibid.,  sec.  ao2. 

^The  "Stats."  herein  referred  t3  are  "Kentucky  Statutes,  1909,"  by  John  D. 
Carroll. 

h  Stats.,  sec.  4020. 

<  Ibid.,  sec.  4077.     Commonwealth  v.  Cumberland  Telephone  &  Telegraph  Co.,  124 

Ky.,  535  (1907). 
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tions  is  assessed  similarly  as  such  property  of  individuals,  and  is 
taxed  at  the  principal  place  of  business  in  the  State,*  and  tangible 
personal  property  of  such  other  corporations  is  taxable  where  it 
has  established  a  taxable  situs  based  on  the  actual  situation  of  the 
property.*  Interests,  rights,  or  privileges  in  minerals,  standing 
timber,  oil,^  and  gas  are  taxed  to  the  owner  where  the  land  is 
located.  ^ 

Taxable  personal  property  includes  bonds,  notes,  *  accounts,  cash 
on  hand  and  on  deposit,'  credits  (without  deduction  for  indebted- 
ness) ;  stock  in  corporations  under  certain  circumstances,*'  mineral 

<^  Stats.,  sec.  4085. 

The  intangible  property  is  assessable  at  the  principal  place  of  business  of  a  cor- 
poration, and  there  only.    City  of  Covington  v.  Standard  Oil  Co.,  137  Ky.,  837  (1910). 

The  entire  personal  property  of  a  domestic  grocery  company,  having  retail  gtxxrery 
stores  in  various  places  of  the  State,  was  held  assessable  for  taxation  under  a  former 
law,  only  at  its  residence  and  principal  place  of  business  in  the  State.  Langdon- 
Creasy  Co.  v.  School  Dist.,  116  Ky.,  562  (1903). 

Where  a  nonresident  establishes  a  btisiness  in  this  State  and  manages  it  by  resident 
agents,  money  in  bank  and  debts  due,  accumtdated  from  the  business,  are  taxable. 
Commonwealth  v,  R.  G.  Dun  &'Co.,  126  Ky.,  108  (1907). 

Notes,  bonds,  and  other  securities  owned  by  nonresidents,  but  in  the  hands  of  a 
resident  fiduciary  for  the  purposes  of  controlling  and  investing,  are  taxable  at  the 
place  of  the  latter's  residence.    Higgins  v.  Commonwealth,  126  Ky.,  311  (1907). 

Money  collected  from  local  insurance  business  and  deposited  in  a  local  bank,  but 
promptly  transmitted  to  the  home  office  of  an  insurance  company  in  another  State, 
is  not  taxable  in  Kentucky.  Commonwealth  v.  Prudential  Life  Insurance  Co., 
149  Ky.,  380  (1912). 

&  Stats.,  sec.  4025. 

^  The  interest  of  a  nonresident  holder  of  an  oil  lease,  which  appeared  to  be  on  a 
percentage  of  the  production,  is  taxable  under  sec.  4039.  Mt.  Sterling  Oil  &  Gas  Co. 
V.  Ratliff,  127  Ky.,  i  (1907);  see  also  Wolfe  County  v.  Becket,  127  Ky.,  252  (1907). 

^  Stats.,  sec.  4039. 

In  a  grant  of  a  right  of  way  to  a  railroad  company,  no  taxable  interest  remains  In 
the  grantor.     Ford  v.  Commonwealth,  156  Ky.,  428  (1913). 

^  Resident  vendor  liable  to  assessment  for  the  value  of  purchase  money  notes. 
Gish  V.  Shaver,  140  Ky.,  647  (19 10). 

/  "The  banks  are  not  required  to  pay  taxes  on  the  money  deposited  with  them  by 
their  customers,  or  on  assets  which  represent  it."  They  are  quasi  trustees  of  their 
depositors,  and  under  the  law  the  depositors  are  required  to  pay  the  taxes  on  the 
money  so  deposited.  Deposit  Bank  of  Owensboro  v,  Daviess  Co.,  102  Ky.,  174, 
(1897);  affirmed,  173  U.  S.,  663  (1899). 

ffA  resident  executor  of  a  nonresident  decedent  qualifying  in  the  State  of  the 
decedent  can  not  be  required  to  list  stock  of  the  estate  in  a  corporation  located  in  the 
State  of  the  decedent.     Commonwealth  v.  Peebles,  134  Ky.,  121  (1909). 

"The  general  rule  has  long  been  settled  as  to  vessels  plying  between  the  ports  of 
different  States  engaged  in  the  coastwise  trade,  that  the  domicile  of  the  owner  is  the 
situs  of  a  vessel  for  the  purpose  of  taxation,  wholly  irrespective  of  the  place  of  enroll- 
ment, subject,  however,  to  the  exception  that  where  a  vessel  engaged  in  interstate 
commerce  has  acquired  an  actual  situs  in  a  State  other  than  the  place  of  domicile  of 
the  owner,  it  may  there  be  taxed  because  within  the  jiirisdiction  of  the  taxing 
authority.  ^  *  *  As  in  the  case  at  bar,  the  owner  of  the  vessels  was  domiciled  in 
Illinois  and  the  vessels  were  not  employed  exclusively  in  commerce  between  points 
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products,  patent  rights,'  and  the  stock  on  hand  of  merchants  and 
manufacturers.  ^ 

The  statute  requires  the  assessment  of  property  at  its  fair  cash 
value,  estimated  at  the  price  it  would  bring  at  a  fair  voluntary 
sale.*  In  practice,  however,  property  is  assessed  by  the  local 
assessors  at  from  45  to  75  per  cent  of  full  value.^ 

Exemptions  from  taxation  include  certain  public,  religious, 
charitable,  and  educational  property,  cemeteries,  personal  prop- 
erty of  individuals  not  exceeding  $250  in  value,  and  crops  in  pos- 
session of  the  producer  if  grown  in  the  year  in  which  the  assessment 
is  made.^ 

Railroads. 

Steam  and  interiuban  electric  raihoad  companies  and  com- 
panies owning  raihoad  bridges  spanning  border  rivers  of  the  State 
pay  to  the  State  for  state  purposes  and  locally  for  local  purposes 
the  general  property  tax  on  all  property,  including  franchise  value.  ^ 

The  state  railroad  commission  values  all  tangible  property  within 
the  State  under  the  classification  of  (a)  main  line,  branches,  or 

in  the  State  of  Kentucky,  but  were  engaged  in  traffic  betiyeen  that  State  and  the 
ports  of  other  States,  including  Illinois,  it  seems  obvious  that,  as  a  question  of  fact 
they  had  no  permanent  situs  in  the  State  of  Kentucky.''  Ayer  &  I/)rd  Tie  Co.  -v. 
Kentucky,  202  U.  S.,  409  (1906). 

The  ships  of  the  Southern  Pacific  Co.,  a  Kentucky  corporation,  enrolled  or  licensed 
from  the  port  of  New  York  and  plying  between  that  port  and  gulf  ports,  are  taxable 
at  the  domicile  of  their  owner  in  Kentucky.  The  corporation's  principal  office  is 
maintained  at  Beachmont,  Ky.  "The  ships,  in  fact,  have  never  been  in  Kentucky, 
and  under  ordinary  circumstances  can  not  come  to  Beachmont.  Yet  it  is  the  domicile 
of  their  owner.  *  *  .*  Their  owner  is  a  citizen  of  Kentucky.  It  derives  not  only 
its  existence,  but  all  its  powers,  from  the  laws  of  Kentucky."  Commonwealth  v. 
Southern  Pacific  Co.,  234  Ky.,  417  (1909).  Affirmed,  Southern  Pacific  Co.  v. 
Kentucky,  22a  U.  S.,  63  (191 1). 

a  The  exclusive  right  to  make,  use,  and  vend  an  invention  or  discovery,  granted 
by  letters  patent  of  the  United  States,  can  not  be  taxed  by  a  State.  In  re  Sheffield 
et  al.,  64  Fed.  Rep.,  833  (1894). 

A  trade-mark  used  in  the  sale  of  a  commodity  is  not  property  as  that  term  is  used 
in  the  constitution  and  this  section  of  the  Statutes.  Commonwealth  v.  Ky.  Distil- 
leries &  Warehouse  Co.,  132  Ky.,  521  (1909). 

b  Stats.,  sec.  4058. 

<^  Ibid.,  sec.  4020. 

d  Interview  with  state  tax  officials,  October,  1914. 

The  railroad  commission  in  assessing  the  tangible  property  of  railroad  companies 
practice  the  custom  of  local  assessors  in  the  general  undervaluation  of  property.  See 
Report  of  Railroad  Commission,  1913,  p.  436. 

«  Stats.,  sec.  4026. 

/  "Then  it  is  manifest  that  what  the  constitution  intended  to  be  taxed  was  prop- 
erty— all  property.  And,  as  to  corporations,  not  only  all  tangible  property,  but  that 
it  intended  to  leave  the  legislature  of  the  State  free  to  tax  the  franchises  of  corporations 
if  it  80  desired."    Henderson  Bridge  Co.  v.  Commonwealth,  99  Ky.,  623  (1895). 
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divisions,  and  (6)  other  property.*  The  value  of  each  main  line 
with  its  right  of  way,  rails,  ties,  bridges,  and  other  right-of-w^ay 
superstructure  within  the  State  and  its  proportion  of  the  value  of 
roUing  stock  is  separately  assessed  and  reduced  to  a  valuation  per 
mile,  which,  multiplied  by  the  number  of  miles  of  main  line  located 
within  each  county,  city,  or  town,  gives  the  value  of  main  line 
therein.  Each  branch  line  or  division  is  also  separately  assessed 
and  its  value  including  that  of  rolling  stock  is  reduced  to  a  mileage 
basis  and  treated  in  the  same  manner  as  main  line.  The  value  of 
**  other  property,"  or  property  not  considered  to  be  right  of  way  or 
right-of-way  superstructure,  or  rolling  stock,  is  not  apportioned 
on  the  mileage  basis,  but  is  assigned  directly  to  the  county,  city, 
or  town  wherein  located.  ^ 

«  Stats.,  sees.  4096-98,  842 A3. 

"The  right  to  classify  railroad  property,  as  a  separate  class,  for  the  purposes  of  taxa- 
tion, grows  out  of  the  inherent  nature  of  the  property,  and  the  discretion  vested  in  the 
constitution  of  the  State  in  its  legislature,  and  necessarily  involves  the  right,  on  its 
part,  to  devise  and  carry  into  effect  a  distinct  scheme,  with  different  tribunals,  in  the 
proceedings  to  value  it.  If  such  a  scheme  is  due  process  of  law,  the  details  in  which 
it  differs  from  the  mode  of  valuing  other  descriptions  and  classes  of  property  can  not 
be  considered  as  a  denial  of  the  equal  protection  of  the  laws.''  Kentucky  Railroad 
Tax  Cases,  115  U.  S.,  321  (1885). 

The  bridge  formerly  owned  by  the  Newport  and  Cincixmati  Bridge  Co.,  now  owned 
by  a  railroad  company  and  used  for  railroad,  street  railway,  wagon,  and  other  purposes, 
is  assessable  by  the  railroad  commission  as  railroad  property.  Board  of  Equalization 
V.  L.  &  N.  R.  Co.,  139  Ky.,  386  (1908). 

"  It  seems  clear  to  us  that  the  only  duty  imposed  upon  the  commissioners  is  to  value 
the  tangible  property.''  It  is  the  duty  of  the  board  of  valuation  and  assessment  to 
value  the  franchise.    Southern  Ry.  in  Ky.  v.  Coulter,  113  Ky.,  657  (1902). 

b  The  following  example,  taken  from  the  Annual  Report  of  \he  Railroad  Commis- 
sion, 1913,  p.  525,  shows  the  method  of  apportionment  of  tangible  railroad  property, 
as  far  as  that  method  is  made  public: 

Louisville  &  Nashville  R,  R.  Co,  {main  line). 

State  of  Kentucky: 

139.9  x^ilcs  at  $40,000  per  mile $5, 596, 000 

Other  property 2, 440, 349 

Total 8, 036, 349 

County  of  Jefferson: 

II. 5  miles  at  $40,000  per  mile 460, 000 

other  property 2, 359, 859 

Total 2, 819,859 

City  of  Louisville: 

2.99  miles  at  $40,000  per  mile 119, 600 

other  property 2, 116, 074 

Total 2, 235,674 

Where  the  yards  and  terminal  facilities  require  much  more  property  than  a  mere 
right  of  way,  this  property  is  assessed  under  the  head  of  "other  property.  **  Letter  d 
chairman  of  Kentucky  Raihx)ad  Commission,  November  27,  1914. 
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• 

A  separate  and  independent  assessment  of  the  "franchise"  or 
intangible  element  is  made  by  the  State  Board  of  Valuation  and 
Assessment.®  The  franchise  value  is  found  by  deducting  from 
the  entire  value  the  value  of  tangible  property  assessed  in  the 
State.  With  respect  to  roads  which  pass  beyond  the  boundaries 
of  the  State,  the  board  determines  the  proportion  of  the  entire 
value  from  which  the  value  of  the  tangible  property  assessed  in 
the  State  is  deducted.^ 

^A  foreign  railroad  corporation  which  has  complied  with  Stats.,  sec.  841,  which 
requires  foreign  railroad  companies  controlling  or  operating  railways  in  the  State  to 
become  a  corporation  of  the  State  by  filing  its  charter  or  articles  of  incorporation  with 
the  secretary  of  state  and  railroad  commission,  is  not  subject  to  the  payment  of  two 
franchises  annually.  The  naturalized  corporation  is  not  a  distinct  entity  from  the 
old.  The  foreign  corporation  is  naturalized  in  order  that  the  State  may  better  con- 
trol and  supervise  it.    Commonwealth  v.  C.  &  O.  R.  R.  Co.,  120  Ky.,  678  (1905). 

Where  the  lessee  corporation  has  been  assessed  with ,  and  paid  the  tax  on,  the  franchise 
of  the  lessor,  the  franchise  can  not  be  reassessed  against  the  latter.  Commonwealth  v. 
C.  St.  L.  &  N.  O.  R.  Co.,  105  S.  W.  Rep.,  127  (1907). 

The  subsidiary  companies  of  the  C.  &  O.  Ry.  S3rstem  in  Kentucky  have  been  con- 
solidated into  a  Kentucky  corporation,  which  is  the  property  of  the  Virginia  corpora- 
tion. The  court  said:  "Every  dollar's  worth  of  tangible  property  owned  by  it  has 
been  taxed  as  the  tangible  property  of  the  Virginia  corporation,  and  every  dollar's 
worth  of  intangible  property  owned  by  it  has  been  taxed  to  the  Virginia  corporation, 
and  consti  tutes  a  part  of  the  intangible  property  of  the  Virginia  corporation .  To  assess 
the  Virginia  corporation  upon  its  intangible  property,  and  then  to  assess  the  Kentucky- 
corporation  upon  its  intangible  property,  which  was  necessarily  included  in  the  first 
assessment,  would  be  simply  to  tax  the  same  property  twice.''  Commonwealth  1;. 
C.  &  O.  Ry.  Co.  in  Ky.,  131  Ky.,  681  (1909). 

It  is  proper  for  the  board  of  valuation  and  assessment  to  consider  railroad  lines  con- 
trolled by  stock  ownership,  though  operated  by  their  own  organizations,  in  fixing  the 
franchise  of  the  controlling  company.  Commonwealth  v.  T/)uisville  &  Nashville 
R.  R.  Co.,  149  Ky.,  829  (1912). 

Stats.,  sees.  4077-84,  4090. 

No  assessment  of  intangible  values  is  made  if  the  tangible  property  assessment  covers 
the  full  value  of  the  company's  property.  Interview  with  state  tax  officials,  October, 
1914. 

^The  method  of  assessing  intangible  values  is  constitutional.  The  court  further 
said:  "We  are  constrained  to  say  that  by  this  term  'capital  stock'  the  legislature  meant 
to  include  the  entire  property,  real  and  personal,  tangible  and  intangible,  assets  on 
hand,  and  its  franchise  as  well ;  and  that,  when  so  embraced  and  construed  and  valued 
as  an  entirety,  then  to  take  off  the  tangible  property  already  assessed,  and  tliat  the  net 
balance  will  show  and  shall  be  the  value  of  the  franchise  to  be  taxed  under  sec.  4077. 
This  was  the  construction  given  to  these  several  clauses  by  the  board  of  valuation  and 
assessment,  and  we  entertain  no  doubt  of  its  correctness.  *  *  *  So  that  the  large 
earning  capacity  of  this  property  based  on  its  tangible  value  only  authorizes  us  to 
assume  that  it  lies  in  its  franchise,  which  is  the  right  to  charge  tolls."  Henderson 
Bridge  Co.  v.  Commonwealth,  99  Ky.,  623  (1895). 

Tliis  case  was  carried  to  the  United  States  Supreme  Court  where  it  was  shown  that 
about  one-half  of  the  value  of  tlie  company 's  entire  property  as  found  by  the  Kentucky 
board  was  assigned  to  Kentucky.  The  court  said:  "Clearly  the  tax  was  not  a  tax  on 
the  interstate  business  carried  on,  over  or  by  means  of  the  bridge,  because  the  bridge 
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The  statute  relating  to  the  assessment  of  franchises  is  complex, 
and  according  to  the  report  of  the  special  tax  commission**  is 
**full  of  infelicities  of  language,  which  have  been  the  fotmdation  of 
no  little  litigation/' 

As  the  Board  of  Valuation  and  Assessment  does  not  make  known 
the  precise  method  used  by  it  in  determining  the  value  of  fran- 
chises, the  following  description  is  taken  from  judicial  interpretation 
as  reported  in  the  above  mentioned  litigation.  It  would  seem  from 
these  decisions,  which  are  more  fully  described  on  pages  1 76  et  seq. 
of  this  report,  that  (a)  the  value  of  the  stock  and  bonds,  or  (6)  a 
capitahzation  of  the  net  earnings  at  6  per  cent,  based  on  the  average 
market  price  or  on  the  average  earnings  for  periods  of  not  less 
than  five  years,  may  be  taken  to  represent  the  aggregate  value  of 
the  system  for  assessment  purposes.  From  this  aggregate  is  de- 
ducted the  value  of  property  not  directly  used  in  the  railroad 
business.  The  aggregate  value  taxable  in  Kentucky  is  then  fotmd 
by  taking  that  proportion  of  the  remainder  which  the  mileage 
within  the  State  bears  to  the  total  mileage  wherever  located,  taking 
into  consideration  the  difference,  if  any,  in  character  and  value 
between  the  mileage  within  and  without  the  State.  Having  thus 
foimd  the  aggregate  value  taxable  in  Kentucky,  the  value  of  tan- 
gible property  as  assessed  by  the  railroad  commission  is  deducted 
and  the  remainder  equals  the  value  of  franchise  taxable  in  Ken- 
tucky, which  is  presumably  equalized  to  agree  with  assessments 
of  the  general  mass  of  property  in  the  State.*    It  is  then  appor- 

company  did  not  transact  such  business.  *  *  *  The  fact  that  the  tax  in  question 
was  to  some  extent  affected  by  the  amount  of  the  tolls  received  *  *  *  is  too 
remote  and  incidental  to  make  it  a  tax  on  the  business  transacted.  *  *  *  The  only 
franchises  treated  here  as  a  subject  of  taxation  were  those  granted  by  the  State  of 
Kentucky.  *  *  *  The  tax  in  controversy  was  nothing  more  than  a  tax  on  the 
intangible  property  of  the  company  in  Kentucky.**  The  method  is  not  in  violation 
of  the  Constitution  of  the  United  States.  Pour  of  the  justices  dissented,  on  the  ground 
that  it  was  a  tax  upon  gross  receipts  derived  from  interstate  commerce  business  ^md 
so  void.    Henderson  Bridge  Co.  v.  Ky.,  166  U.  S.,  150  (1897). 

a  Report  of  Special  Tax  Commission,  1912-14,  p.  104. 

&  The  statute  does  not  confine  assessing  boards  to  the  use  of  the  mileage  bads,  but 
leaves  them  at  liberty  to  adopt  any  other  basis  within  statutory  methods  that  will  aid 
in  reaching  a  fair  valuation.    Commonwealth  v.  U.  S.  Express  Co. ,  149  Ky.,  755  (1912). 

The  method  of  assessing  the  franchise  of  an  Ohio  River  bridge  company,  as  urged 
by  the  Commonwealth  and  approved  by  the  court,  was,  first  to  value  Uie  whole,  then 
to  apportion  a  part  thereof  to  the  State  on  a  mileage  basis,  and  then  to  deduct  from 
such  part  the  assessed  value  of  the  tangible  property  in  Kentucky.  Commonwealth 
V,  Covington  &  Cincinnati  Bridge  Co.,  114  Ky.,  343  (1902). 

The  proportion  of  Kentucky  mileage  to  total  mileage  of  the  Louisville  &  Nashville 
R.  R.  Co.,  is  25  per  cent.  In  the  franchise  assessment  of  1912  the  board  of  valuation 
and  assessment  allotted  to  Kentucky  35  i)er  cent  of  the  value  of  the  company 's  "  capital 
stock,  **  which  it  obtained  by  aver^ng  the  gross  receipts  proportion,  determined  to  be 
39  per  cent,  and  the  net  income  proportion,  determined  to  be  41  per  cent,  with  the 
mileage  proportion  (p.  429).    The  board,  in  the  opinion  of  the  court,  did  not  follow  the 
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tioned  on  the  main-track  mileage  basis  to  the  coimties,  cities,  or 
towns  wherein  the  railroad  operates.** 

Domestic  corporations  operating  wholly  without  the  State  are 
assessed  on  the  value  of  franchise  based  on  at  least  i  per  cent  of 
the  value  of  the  capital  stock.*  This  assessment  is  considered 
the  taxable  value  in  Kentucky  of  the  intangible  property  includ- 
mg  the  corporate  franchise,  stocks,  bonds,  securities,  and  choses 
in  action,  and  to  it  are  applied  the  general  property  tax  rates  for 
state  and  local  purposes.  The  situs  for  taxation  is  the  principal 
place  of  business  in  the  State. 

Interurban  electric  railroads,  and  bridge  companies  owning 
bridges  over  boundary  rivers  of  the  State,  are  assessed  and  taxed 
by  the  same  authorities  and  practically  in  the  same  manner  as 
steam  railroads,  except  that  the  proportion  of  the  value  of  bridges 
spanning  boundary  rivers  is  assigned  to  the  county  and  taxing 
districts  where  located.* 

statute.  If  the  value  of  the  company's  stock  in  the  State  was  more  than  the  mileage 
proport  *on,  the  board  should  have  apportioned  a  part  to  the  State  on  a  mileage  basis 
and  then  cared  for  the  excess  value  in  the  State  by  an  addition  to  such  mileage  pro- 
portion (p.  438).  As  the  capital  stock  was  considered  assessed  at  full  value,  and  other 
property  throughout  the  State  at  not  more  than  70  per  cent,  the  assessment  was  ordered 
reduced  by  30  per  cent.    I/)uisville  &  N.  R.  Co.  v.  Bosworth,  209  Fed.  Rep.,  380(1913). 

The  franchise  assessments  of  three  other  railroad  companies  were  ordered  reduced 
by  30  per  cent.  Illinois  Central  Co.  v.  Bosworth,  Cincinnati  N.  O.  &  T.  P.  Ry.  Co.  •», 
same,  Chesapeake  &  O.  Ry.  Co.  v.  same,  209  Fed.  Rep.,  465,  467,  469  (1913). 

The  board  does  not  pursue  any  one  particular  method  but  applies  the  method 
which,  in  its  judgment,  is  deemed  best  in  any  one  particular  case.  Different  methods 
are  used  for  different  railroads.    Interview  with  state  tax  officials,  October,  19 14. 

a  The  bridge  of  the  Henderson  Bridge  Co.  was  sold  to  the  Louisville  &  Nashville 
R.  R.  Co.  When  the  corporation  sold  out  and  no  longer  had  any  intangible  property, 
the  cotul  stated,  the  right  of  the  city  to  collect  a  franchise  tax  from  it  was  at  an  end; 
the  franchise  of  the  Henderson  Bridge  Co.  is  now  o\^^ed  by  the  Louisville  &  Nashville 
Co.,  and  the  value  of  this  franchise  goes  to  swell  the  value  of  the  franchise  of  the  latter 
railroad  company.    Louisville  &  Nashville  R.  R.  Co.  v.  City  of  Henderson,  154  Ky., 

575  (1913)- 

&  Stats.,  sec.  4081. 

The  Southern  Pacific  Co.  was  chartered  by  the  State  of  Kentucky  with  power  to 
lease,  own  or  operate  any  railroad.  The  company  maintains  its  chief  office  in  Ken- 
tucky, but  no  part  of  the  lines  of  the  company  lie  in  Kentucky.  The  franchise  of  the 
company  was  assessed  for  $2,727,125  in  1908  and  for  $4,846,554  in  1909,  at  the  rates  of 
I  and  i^  per  cent,  respectively,  on  the  value  of  the  company's  entire  property. 
The  assessment  was  made  under  sec.  4081,  and  the  method  therein  prescribed  is 
constitutional.  Commonwealth  7;.  Southern  Pacific  Co.,  150  Ky.,  97  (1912);  see  also 
Southern  Pacific  Co.  v.  Commonwealth,  134  Ky.,  410  (1909). 

^  A  bridge  company  received  a  grant  from  a  city  to  construct  a  railroad  bridge  over 
the  Ohio  River  along  certain  streets  and  the  right  to  use  certain  land  on  the  water 
front  for  wharves,  elevators,  etc.  The  grant  contained  a  provision  that  the  city  did 
not  waive  the  right  to  tax  the  bridge  itself,  appurtenances,  etc.  Held,  that  the  city 
had  the  right  to  tax  the  entire  bridge  to  the  Indiana  shore,  the  State  line.  Henderson 
Bridge  Co.  v.  City  of  Henderson,  90  Ky.,  498  (1890). 

A  writ  of  error  to  the  Supreme  Court  of  the  United  States  was  dismissed,  the  court 
saying:  "There  is  nothing  in  the  suggestion  that  the  taxation  of  the  bridge  is  a  regu- 
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Each  company  of  the  above-named  classes  is  required  to  submit 
annually  to  the  auditor  of  public  accounts  a  report  showing  the 
value  and  location  of  its  tangible  property  and  details  with  re- 
spect to  capitalization,  organization,  indebtedness,  earnings,  etc. 
These  reports,  to  some  extent,  form  the  basis  of  assessments  made 
by  the  railroad  commission  and  by  the  board  of  valuation  and 
assessment. 

Other  Public  Service  and  Public  Utility  Companies. 

Telegraph,  telephone,  express,  car,**  local  street  railway,  electric 
light  and  power,  water,  gas,  ferry,*  bridge,  packet,^  guaranty, 
surety,  and  other  classes  of  corporations  exercising  any  special 

lationof  commerce  among  the  States,  or  is  the  taxation  of  any  agency  of  the  Federal 
Government.*'  141  U.  S.,  679  (1891).  See  also  Henderson  Bridge  Co.  v.  City  of 
Henderson,  173  U.  S.,  592  (1899). 

The  bridge  of  the  Louisville  Bridge  Co.  across  the  Ohio  River  is  subject  to  munici- 
pal taxation  under  the  present  constitution,  though  formerly  held  not  so  sul)ject  in 
Lotdsvllle  Bridge  Co.  v.  City  of  Louisville,  81  Ky.,  189  (1883),  as  property  not  bene- 
fited by  the  city  government.  Louisville  Bridge  Co.  v.  City  of  Louisville,  58  S.  W. 
Rep.,  598  (1900). 

a  A  domestic  corporation  which  owned  cars  but  did  not  operate  them,  leasing  them 
all  to  one  customer,  was  held  liable  to  the  tax.  Louisville  Tank  Line  v.  Common- 
wealth, 123  Ky.,  81  (1906). 

The  railroad  tank-car  business  of  a  Kentucky  oil  company,  which  was  the  owner 
of  the  cars,  was  properly  assessable  under  these  sections.  In  answer  to  the  contention 
of  the  company  that  its  charter  did  not  authorize  it  to  engage  in  the  business  of  a  car- 
rier and  that  it  did  not  exercise  the  franchise  taxed,  the  court  said  that  the  State  does 
not  tax  the  right  to  do  the  thing,  but  fixes  a  value  upon  the  privilege  which  has  been 
enjoyed  and  taxes  that  value  as  property  of  the  person  who  has  exercised  the  privi- 
lege. It  is  never  taxed  unless  property  otherwise  taxable  is  employed  in  the  desig- 
nated occupations.  It  is  not  an  occupation  tax  and  not  a  tax  upon  the  mere  privilege 
of  engaging  in  the  btisiness.  Three  of  the  seven  judges  dissented  on  the  grotmd  that 
the  company  had  adopted  this  method  of  delivery  by  means  of  tanks  on  cars  because 
more  convenient  to  its  manufacturing  business,  and  that  it  was  not  in  the  carrying 
business.    James  v»  Kentucky  Refining  Co.,  132  Ky.,  353  (1908). 

b  A  Kentucky  corporation  purchased  a  ferry  right  granted  by  Indiana  authorities. 
The  State  of  Kentucky  assessed  the  company  with  a  franchise  item  as  follows:  The 
board  of  valuation  and  assessment  capitalized  the  entire  net  earnings  of  the  company 
at  6  per  cent.  From  this  it  deducted  the  assessed  value  of  the  company's  realty  in 
Indiana  and  tangible  property  in  Kentucky,  leaving  a  siun  as  the  value  of  its  fran- 
chise. The  court  of  appeals  of  Kentucky  held  that  "it  is  not  the  tangible  or  in- 
tangible property  in  Indiana  which  the  appellant  acquired  by  ptuchase  which  is  sought 
to  be  taxed,  but  the  value  of  its  franchise  which  has  been  created  in,  and  now  exists 
in  Kentucky.  '*  108  Ky.,  717  (1900).  The  Supreme  Court  of  the  United  States  said: 
"As stated  by  the  court  of  appeals,  the  value  of  the  franchise  *  *  *  was  fixed  'as 
if  it  conducted  all  of  its  business  in  the  territorial  limits  of  the  State  of  Kentucky, ' 
making  no  deduction  for  tlie  value  of  the  franchise  obtained  from  Indiana.'  This 
latter  "  is  an  incorporeal  hereditament  derived  from  and  having  its  legal  situs  in  that 
State.  It  is  not  within  the  jimsdiction  of  Kentucky."  Louisville  &  Jeffersonville 
Ferry  Co.  v,  Ky.,  188  U.  S.,  385  (1903). 

c  A  foreign  corporation  engaged  in  interstate  commerce  along  the  Ohio  and  Mis- 
sissippi Rivers,  which  owns  no  property  within  the  State  and  does  business  therein 
only  by  landing  and  receiving  passengers  and  freight,  is  not  taxable  under  Stats, 
sec.  4077.     Commonwealth  v.  Lee  Line  Co.,  159  Ky.,  476  (19x4)- 
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franchise,*  pay  the  general  property  tax  for  state  and  local 
purposes  on  all  property  and  franchises.  *  The  State's  portion  of 
the  tax  on  franchises  is  payable  to  the  State,  but  the  remaining 
portion,  like  all  of  the  tax  on  the  tangible  property  of  these  classes 
of  corporations,  is  payable  locally.  *^ 

The  assessment  of  the  tangible  property  of  these  companies  is 
made  by  the  local  assessors.^    Tangible  personal    property  of 

a  A  race-track  company  was  held  liable  to  the  franchise  tax.  Latonia  A.  &  S.  As- 
sociation V.  Donnelly,  106  Ky.,  325  (1899). 

"  The  corporate  property  sought  by  this  statute  to  be  subjected  to  taxation  may  be 
said  to  be  the  added  value  which  the  exercise  by  the  corporation  of  any  special  or 
exclusive  privilege  or  franchise  not  allowed  by  law  to  natural  persons  gives  to  the 
tangible  property.  *  *  *  It  is  conceded  that  a  trading  corporation  has  a  fran- 
chise; but  its  franchise  is  merely  a  franchise  to  exist,  to  have  a  name,  to  contract  and 
be  contracted  with,  to  sue  and  to  be  sued,  in  the  same  manner  as  a  natural  person, 
and  this  franchise  is  not  a  'special  or  exclusive  privilege  or  franchise  not  allowed  by 
law  to  natural  persons. '  Nor  can  the  appellant  corporation  be  said  to  have  any  in- 
tangible property  subject  to  taxation  under  this  statute.  *  »  *  The  value  of  its 
capital  stock  must  necessarily  be  the  value  of  its  tangible  property,  choses  in  action, 
etc."    Louisville  Tobacco  Warehouse  Co.  v.  Commonwealth,  106  Ky.,  165  (1899). 

&  The  Commonwealth  contended  that  the  franchise  to  be  taxed  in  the  case  of  a  gas 
company  was  a  tax  imposed  upon  the  privilege  of  engaging  in  a  business  that  a  natural 
person  could  not  engage  in.  The  court  said  that  that  position  could  not  be  maintained; 
that  natural  persons  might  engage  in  the  business;  nor  was  it  imposed  upon  the  right 
to  be  such  a  corporation;  that  license  taxes  are  imposed  upon  certain  kinds  of  busi- 
ness, but  not  upon  that  of  serving  the  public  as  do  corporations  like  appellee  gas 
company.  "  It  is  thus  made  clear  that  the  tax  imposed  is  a  property  tax,  pure  and 
simple.  It  groups  all  the  property  of  the  corporation,  and  values  it  according  to  its 
earning  or  producing  capacity.  In  a  sense  the  capital  stock  of  the  corporation  rep- 
resents all  its  property;  but  it  was  known  that  sometimes  the  market  value  of  such 
stock  differs  from  its  actual  value  or  earning  value .  The  franchise  value  takes  into  con- 
sideration all  these  elements  which  go  to  make  the  real  value  of  the  corporation  property 
considered  as  an  entirety. "    Commonwealth  i;.  Louisville  Gas  Co.,  135  Ky.,  324  (1909). 

c  State  and  local  taxes  on  the  tangible  property  of  corporations  assessed  under  sec. 
4077  must  be  collected  by  the  sheriffs,  who  must  account  for  the  State's  portion  to 
the  auditor.    Auditor  v.  Western  Union  Telegraph  Co.,  46  S.  W.  Rep.,  704  (1898). 

^  Bonds,  notes,  accotmts,  cash,  stock  in  other  corporations,  and  other  credits  of  a 
telephone  corporation  are  intangible  property  and  not  subject  to  assessment  by  the 
local  assessor,  but  are  to  be  considered  by  the  board  of  valuation  and  assessment  in 
fixing  the  franchise  tax.  "The  franchise  tax  tmder  the  statute  is,  as  has  been  often 
held,  simply  a  tax  upon  the  intangible  property  of  the  corporation. ' '  Commonwealth 
V,  Cumberland  Telephone  and  Telegraph  Co.,  124  Ky.,  535  (1907).  See  also  Common- 
wealth V.  Southern  Pacific  Co.,  144  Ky.,  803  (1911). 

An  ad  valorem  assessment  on  three  sleeping  cars  of  the  Pullman  Co.  by  the  city  of 
Covington  was  sustained,  it  appearing  that  for  years  past  there  was  a  daily  average 
of  three  cars  located  in  the  yards  to  be  cleaned  and  repaired.  City  of  Covington  v. 
The  PuUman  Co.,  121  Ky.,  218  (1905). 

Where  a  mtmicipality  assesses  the  tangible  property  of  a  street  railway  company 
higher  than  the  cotmty  does  and  the  assessment  of  the  latter  is  used  by  the  state  board 
of  vcduation  and  assessment  as  a  basis  for  fixing  the  value  of  the  franchise,  the  city 
may  not  use  the  franchise  assessment  determined  by  the  state  board  as  there  would 
be  double  taxation  by  the  city  to  the  extent  of  the  city's  assessment  of  its  tangible 
property  over  the  valuation  used  by  the  state  board  in  fixing  the  value  of  the  franchise, 
aty  of  Newport  v.  South  Covington  &  C.  St.  Ry.  Co.,  156  Ky.,  403  (1913). 
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domestic  corporations  located  and  having  a  taxable  situs  without 
the  State  is  not  taxed. « 

The  assessment  of  the  intangible  property  or  "franchise"  is 
made  by  the  board  of  valuation  and  assessment*  in  much  the 
same  manner  as  the  franchise  assessment  of  raihoad  companies.^ 

o  Stats.,  sec.  4020. 

A  car  company  organized  under  the  laws  of  Kentucky  owned  2,000  cars  which  were 
rented  to  shippers  who  took  possession  of  them  at  Milwaukee,  Wis.,  and  used  them 
for  the  carriage  of  freight  in  the  United  States,  Canada,  and  Mexico,  the  company 
being  paid  in  proportion  to  mileage  made.  It  was  held  liable  by  the  Kentucky  Court  of 
Appeals  to  taxation  upon  the  entire  number  of  2,000  cars.  118  Ky.,  131  (1904).  The 
Supreme  Court  of  the  United  States  said:  "There  are  doubtless  cases  in  the  state 
reports  announcing  the  principle  that  the  ancient  maxim  of  mobilia  sequuntur  per- 
sonam still  applies  to  personal  property,  and  that  it  may  be  taxed  at  the  domicile  of 
the  owner,  but  upon  examination  they  all  or  nearly  all  relate  to  intangible  property, 
such  as  stocks,  bonds,  notes,  and  other  choses  in  action.  *  *  *  The  adoption  of  a 
general  rule  that  tangible  personal  property  in  other  States  may  be  taxed  at  the  domi- 
cile of  the  owner  involves  possibilities  of  an  extremely  serious  character.  *  *  * 
We  are  of  opinion  that  the  cars  in  question  so  far  as  they  were  located  and  employed 
in  other  States  than  Kentucky,  were  not  subject  to  the  taxing  power  of  that  Common- 
wealth.**   Union  Refrigerator  Transit  Co.  v.  Ky.,  199  U.  S.,  194  (1905). 

^  The  franchise  assessment  of  these  companies  for  mtmicipal  taxation  in  cities  of  the 
first  class  is  made  by  the  respective  city  assessors.     Stats.,  sec.  2984A. 

No  intangible  assessment  is  made  if  the  tangible  property  assessment  covers  the  full 
value  of  the  company's  property.    Interview  with  state  tax  officials,  October,  1914. 

c  Stats.,  sees.  4077-84,  4090. 

It  was  "  contended  that  the  board  should  have  deducted  the  indebtedness  of  the 
appellants,  and  the  cost  of  operating  their  business,  from  the  value  of  their  franchises. 
*  *  *  No  such  rule  of  valuation  is  applied  to  any  other  property.  *  *  *  It  is  a 
well-known  fact  that  the  vendee  of  a  farm  may  owe  all  of  the  purchase  money,  and 
yet  he  must  list  his  land  at  its  fair  cash  value,  while  the  vendor  is  also  required  to 
pay  tax  upon  the  purchase  money.**  Paducah  St.  R.  Co.  v.  County,  105  Ky.,  472 
(1899). 

"In  determining  the  value  of  the  entire  capital  stock**  of  domestic  corporations, 
"the  board  has  a  large  discretion.  It  may  accept  the  statement  reported  under  sec. 
4078  as  the  basis  of  value,  or  it  may  take  other  evidence.  It  has  the  right  to  accept 
the  sale  price  of  the  shares,  add  the  surplus  to  capital,  or  capitalize  net  earnings  by 
fixing  as  its  value  a  sum  which  at  six  per  cent  interest  would  realize  an  amount  equal 
to  the  net  earnings  of  the  corporation.  Indeed  we  know  of  no  reason  why  it  may  not 
even  combine  these  several  processes  in  determining  the  value  of  the  entire  capital 
stock."    Hager  v.  American  Siu*ety  Co.,  121  Ky.,  791  (1906). 

The  scheme  of  taxation  in  sees.  4077-81  was  held  by  the  United  States  Supreme 
Court  as  not  in  contravention  of  the  commerce  clause  or  the  Fourteenth  Amendment 
of  the  Federal  Constitution.  The  word  "franchise ' *  was  not  employed  in  a  technical 
sense,  and  the  legislative  intent  is  plain  that  the  entire  property,  tangible  and  intan- 
gible, of  all  such  foreign  and  domestic  corporations  should  be  valued  as  an  entirety, 
the  value  of  the  tangible  property  to  be  deducted,  and  the  value  of  the  intangible 
property  thus  ascertained  to  be  taxed  under  these  provisions.  The  intangible  prop- 
erty of  the  companies  mentioned  in  sec.  4081  shotUd  be  assess  d  on  the  basis  of  the 
mileage  of  their  lines  within  and  without  the  State.  But  from  the  valuation  on  the 
mileage  basis  the  value  of  all  tangible  property  is  deducted  before  the  taxation  is 
applied.    Considered  as  a  property  tax  it  was  regarded  as  in  harmony  with  the  pro- 
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Apportionment  of  franchise  assessments  of  telegraph,^  tele- 
phone, express,  and  car*  companies  for  local  taxation,  is  made 
in  similar  manner  as  the  apportionment  of  franchise  assess- 
ments of  railroad  companies.  The  franchise  assessments  of  local 
street  railway,  electric  light  and  power,  water,  gas,  ferry,  bridge, 
packet,  guaranty,  surety,  and  other  classes  of  corporations  exer- 

visions  of  the  Kentucky  constitution.  Four  of  the  justices  dissented,  saying:  "The 
levy  here  sought  to  be  sustained,  then,  is  a  franchise  tax,  assessed  on  a  joint-stock 
company  which  has  no  franchise,  for  the  bill  alleges  that  the  express  company  is  a 
partnership  and  the  demurrer  concedes  it.  The  effect  of  holding  the  tax  now  in 
question  valid,  is  to  decide  that  a  franchise  can  be  taxed,  when  there  is  no  franchise 
on  which  to  levy  the  tax .  This  can  only  be  escaped  by  contending  that  the  right  of  the 
express  company  to  do  interstate  commerce  business  in  Kentucky  resulted  from  the 
assent  of  the  State,  and  therefore  the  doing  of  such  business  was  equivalent  to  accept- 
ing a  franchise  from  the  State."    Adams  Express  Co.  v.  Ky.,  166  U.  S.,  171  (1897). 

The  following  points  appear  in  another  case  on  a  later  assessment  of  this  company: 
If  tangible  property  having  a  situs  outside  the  State  be  included  in  the  valuation  of 
the  company's  intangible  property,  the  purpose  of  the  law,  being  to  tax  only  intan- 
gible property,  is  defeated.  **  This  method  of  ascertaining  the  value  of  the  intangible 
property  of  this  corporation  called  in  the  act  4ts  franchise'  was  grossly  erroneous. 
No  deduction  was  made  for  the  tangible  property  of  the  company  save  that  assessed 
as  such  in  Kentucky.  *  *  *  The  mode  of  appraisement  followed  was  also  erro- 
neous"  in  that  the  existence  outside  the  State  of  intangible  property,  which  consti- 
tuted no  part  of  the  general  plant  or  franchise,  was  ignored.  In  estimating  the  value 
of  intangible  property  of  companies  whose  lines  extend  beyond  the  State  the  law  of 
Kentucky  does  not  require  that  that  value  shall  be  taken  as  always  equal  to  the 
market  value  of  its  shares  and  bonded  debt,  after  deducting  actual  tangible  property. 
It  was  the  plain  duty  of  the  board  to  eliminate  such  an  item.  In  refusing  to  deduct 
the  special  investments  so  having  a  special  situs  in  New  York,  the  board  misconstrued 
the  law  and  exceeded  its  authority.  Coulter  v.  Weir,  127  Fed.  Rep.,  897  (1904). 
Similar  decision  on  Indiana  assessment,  Fargo  v.  Hart,  193  U.  S.,  490  (1904). 

^  "This  taxation  assumes  that  there  is  used  in  the  common  business  of  the  com- 
panies, corporations,  and  associations  inside  the  State  an  average  proportion  of  its 
intangible  property.  Notwithstanding  the  use  of  the  words '  franchise '  and '  corporate 
franchise  *  in  the  several  sections  of  this  statute,  we  are  of  the  opinion  that  the  property 
to  be  taxed  under  its  provisions  as  intangible  property  is  not  confined  to  franchises  or 
corporate  franchises,  but  it  is  intended  to  include  all  intangible  property,  by  the 
mode  indicated,  whether  or  not  such  property  be  legally  'franchises'  or  'corporate 
franchises.'  It  is  not  a  tax  upon  an  occupation  or  franchise  granted  by  other  States 
or  by  the  United  States,  but  a  tax  upon  the  property  owned  and  enjoyed  by  these 
several  associations,  companies,  and  corporations,  which  is  claimed  to  be  within  the 
taxing  power  of  the  State.  »  *  *  The  provisions  of  section  174  of  the  constitution 
*  *  *  do  not  preclude  intangible  property  which  is  owned  by  a  corporation  from 
being  taxed.  *  ♦  *  The  law  as  it  stands  does  not  violate  either  the  Federal  or  the 
State  Constitution."    Western  Union  Telegraph  Co.  v.  Norman,  77  Fed.  Rep.,  13 

(1896). 

&  The  franchise  of  a  Kentucky  car  corporation  which  owned  refrigerator  cars,  all  of 
which  were  rented  to  one  concern,  a  packing-house  company,  should  be  assessed  under 
sec.  4081,  for  the  benefit  of  the  localities  where  the  cars  operate,  and  not  under  sec. 
424 z  for  the  benefit  of  the  town  where  its  principal  place  of  business  is.  A  small 
number  of  the  cars  were  operated  in  Kentucky,  and  these  were  held  taxable  in  that 
State.    Morrell  Refrigerator  Car  Co.  v.  Commonwealth,  128  Ky.,  447  (1908). 
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cising  any  special  franchise,  are  apportioned  to  the  county  and 
locaUty  where  the  franchise  is  exercised,®  and  if  the  business  of 
such  companies  extends  into  another  State  the  amount  of  franchise 
taxable  in  Kentucky  is  based  on  a  capitalization  of  net  earnings 
from  business  in  the  State  and  on  the  proportion  of  the  value  of 
the  capital  stock  and  indebtedness  which  the  gross  receipts  in 
Kentucky  bear  to  the  total  gross  receipts  of  the  company,  less 
the  value  of  property  locally  assessed  in  the  State.*^ 

Turnpike  Companies. 

TiuTipike  companies  pay  locally  for  state  and  local  purposes  the 
general  property  tax  on  tangible  property  and  franchises.  The 
tangible  property  is  assessed  by  the  local  assessors  ,<^  and  the  fran- 
chise or  intangible  property  is  assessed  by  county  boards  of  super- 
visors. 

a  Tills  section  does  not  violate  sec.  i8i  of  the  constitution.  It  does  not  levy  a  tax 
for  a  local  purpose,  "but  merely  fixes  a  basis  for  determining  the  value  of  certain 
franchises.  *  *  *  As  a  matter  of  law,  the  valuation  by  the  state  board  of  the  prop- 
erty was,  in  law,  conclusive  as  to  its  value  for  city  assessment."  South  Covington  & 
Gin.  St.  R.  Co.  v.  Bellevue,  105  Ky.,  283  (1899). 

All  such  franchises,  except  in  cities  of  the  first  class,  are  to  be  assessed  by  the  board 
of  valuation  and  assessment.  City  of  Gov.  v,  Cov.  &  Cin.  Bridge  Co.,  126  Ky.,  163, 
(1907). 

The  valuation  of  the  franchise  of  a  water  company  conferred  by  a  city  and  confirmed 
by  the  legislature  must  be  assigned,  to  the  city.  The  franchise  must  be  exercised 
wholly  within  the  city.  The  tangible  property  outside  the  city,  its  pumping  station 
and  reservoir,  may  be  taxed  where  situated.  The  state  board  has  no  authority  under 
sec.  4081  to  apportion  the  franchise  between  the  city  and  the  coimty,  the  only  right 
it  has  to  make  such  apportionment  is  as  to  corporations  which  from  their  nattu^,  con- 
duct their  business  in  different  jurisdictions  such  as  sleeping-car  companies,  express 
companies,  etc.    Bd.  Council  Frankfort  v.  Stone,  108  Ky.,  400  (1900). 

&  Sec.  4080  does  not  provide  alternative  methods,  which  would  be  a  delegation  of 
the  power  by  the  legislature  and  idtra  vires  and  void,  but  provides  an  additional 
means  of  evidence.  The  word  "or"  was  evidently  intended  to  be  "and."  The 
second  calculation  fixes  the  value  of  the  capital  stock  in  the  State  at  the  proportion  of 
its  entire  capital  stock,  surplus,  and  undivided  profits  which  its  gross  business  in 
Kentucky  bears  to  its  gross  btisiness  everywhere.  James  v.  U.  S.  Fidelity  &  Guaranty 
Co.,  133  Ky.,  299  (1909). 

Prior  to  1906  the  statutes  did  not  authorize  a  capitalization  of  net  earnings  in  the 
State  as  the  basis  for  taxation  of  the  corporate  franchise  of  a  foreign  corporation .  Hager 
V.  American  Surety  Co.,  121  Ky.,  791  (1906). 

In  the  case  of  guaranty  and  surety  companies  the  percentage  which  the  gross  income 
within  the  States  bears  to  the  entire  gross  income  is  applied  to  the  total  net  earnings 
to  get  the  State 's  portion.  This  result  is  capitalized  at  6  per  cent  to  obtain  the  taxable 
value  within  the  State.     Interview  with  state  tax  officials,  October,  1914. 

c Stats.,  sec.  4095. 

This  method  is  exclusive,  and  it  is  the  duty  of  such  boards  to  certify  to  each 
taxing  district  the  value  of  such  franchise  for  taxation  ptuposes  in  that  district. 
Campbell  Ttunpike  Road  Co.  v.  District  of  Highlands,  130  Ky.,  812  (1908). 
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Manufacturing^  Mercantile,  Mining,  and  Miscellaneous  Corpora- 
tions. 

Manufacturing,  mercantile,  mining,  and  miscellaneous  corpora- 
tions, domestic  and  foreign,  pay  the  general  property  tax  locally 
for  state  and  local  ptUT)oses;'*  Certain  classes  pay  a  state  license 
tax  of  fixed  sums,  and  all  other  classes  pay  an  annual  state  license 
tax  based  on  authorized  capital  stock. 

Machinery,  raw  materials,  manufactiu-ed  articles,  merchandise, 
notes,  accounts,  and  cash  on  hand  are  separately  listed  for  local 
assessment.  * 

Corporations  paying  fixed  sums  as  a  state  license  include:*^ 
Companies  reporting  upon  the  credit  of  resident  business  estab- 
lishments, $100;^  ice  factories,  from  $15  to  $30;  bottling  estab- 
lishments, $25;  steam  laundries,  $10;  steam  ferries  not  pajdng  any 
other  license  tax,  $25;  retail  oil  dealers,  $15  per  wagon  used;*  for- 
eign packing  corporations,  50  cents  per  $100  gross  sales  in  the  State. 

All  corporations  of  the  above-named  classes,  not  paying  fixed 
license  taxes,  pay  an  annual  state  license  tax  of  30  cents  on  each 
$1,000  of  that  part  of  their  authorized  capital  stock  represented 
by  property  owned  and  business  transacted  in  the  Stated    The 

<^New  mamifactunng  establishments  may  be  exempted  from  municipal  taxation 
in  cities  for  a  period  of  five  years.    Const.,  sec.  170;  Stats.,  sees.  2980,  3074,  3278,  3490. 

&  Stats.,  sec.  4058. 

<^Ibid.,  sec.  4224. 

dV.  S.  Fidelity  &  Guaranty  Co.  of  Maryland  held  liable.  U.  S.  Fidelity  &  Guar- 
anty Co.  V.  Commonwealth,  133  Ky.,  740  (1909). 

This  license  tax  is  not  unconstitutional  as  a  burden  on  interstate  commerce  as 
applied  to  a  nonresident  engaged  in  publishing  and  distributing  a  selected  list  of 
guaranteed  attorneys  throughout  the  United  States  and  having  a  representative  in 
Kentucky.    U.  S.  Fidelity  &  Guaranty  Co.  of  Baltimore  v.  Kentucky,  231  U.  S., 

394  (1913)- 

^  Selling  and  delivering  oil  from  a  tank  wagon  to  merchants  in  quantities  of  not 

less  than  25  gallons,  for  resale  to  customers,  is  a  "selling  by  retail."    Standard  Oil 

Co.  V.  Commonwealth,  119  Ky.,  z  (1904). 

/Stats.,  sec.  4i89a-i. 

Where  an  oil  company  was  held  liable  for  a  franchise  assessment  on  its  tank-car 
business,  and  it  asserted  that  it  had  paid  a  license  tax  upon  all  its  capital  employed 
in  the  state  in  refining  and  in  tank  cars,  the  court  said  that  doubtless  credit  might 
be  had  on  the  franchise  tax  sought  to  be  enforced  for  any  excess  so  paid  on  this 
license-tax  assessment,  for  it  was  undeniably  liable  on  its  capital,  so  far  as  the  capital 
was  not  employed  in  the  carrying  business.    James  v.  Kentucky  Refining  Co.,  132 

Ky.,  353  (19^)- 
A  corporation  engaged  in  the  ice  and  cold-storage  business  paid  a  license  tax  on  its 

ice  factories.  As  it  was  not  liable  to  any  fixed  license  tax  upon  its  cold-storage  busi- 
ness, so  much  of  the  capital  stock  as  was  used  in  the  cold-storage  business  was  held 
liable  to  a  license  tax  based  on  authorized  capital  stock.  Merchants'  Ice  &  Cold 
Storage  Co.  v.  Commonwealth,  154  Ky.,  452  (19 13). 
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minimum  fee,  however,  is  $io.  The  amount  of  these  state  taxes 
is  fixed  by  the  board  of  valuation  and  assessment  from  reports  of 
the  companies  and  from  such  other  information  as  the  board  may 
secure.  Companies  failing  to  make  reports  to  the  board  are  re- 
quired to  pay  upon  their  entire  authorized  capital  stock. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  public-service  corporations,  domestic  or  for- 
eign, are  not  taxed  to  the  individual  holder  if  the  corporation  pajrs 
its  taxes  upon  the  corporate  property  and  franchises,*  nor  are  the 

«  Stats.,  sec.  4088. 

A  resident  holder  of  stock  in  the  Western  Union  Telegraph  Co.  was  not  required  to 
list  it  for  taxation.  The  cotirt  said:  "The  corporation  itself  *  ♦  *  fully  complied 
with  the  laws  of  Kentucky  governing  the  taxation  of  foreign  corporations  doing  busi- 
ness and  exercising  a  franchise  within  this  State,"  and  paid  all  taxes  assessed  against 
it.  "There  are  two  kinds  of  corporations  treated  of  in  our  statutes  on  revenue  and 
taxation.  One  kind  is  that  which  has  or  exercises  some  special  or  exclusive  privil^e 
or  franchise,  *  *  *  which  must  pay  a  franchise  tax  'in  addition  to  other  taxes 
imposed  by  law,'  ♦  ♦  *  tlie  other  is  the  commercial  corporation,  which  enjoys 
no  privilege  not  exercised  by  natural  persons,  and  which  does  not  pay  a  franchise  tax. " 
CDUsistently  throughout  the  decisions  of  the  court  of  appeals  "  it  has  been  held  that  the 
tax  laid  upon  the  corporate  franchise  is  a  property  tax  purely,  and  is  in  fact  the  taxation 
of  all  the  intangible  property  of  the  corporation,  including  its  capital.  *  *  •  The 
statute  makes  no  distinction  between  corporations  that  pay  upon  all,  or  a  majority, 
of  the  stock  as  a  part  of  their  franchise  in  this  State,  and  those  that  pay  upon  less  than 
a  majority.  In  truth  the  very  requirements  of  the  statutes  show  *  *  •  that  the 
purpose  was  to  tax  that  only  which  was  here,  and  that  in  every  instance,  without 
exception,  where  the  franchise  and  property  tax  is  paid  by  the  corporation,  that  that 
settled  the  bill,  and  the  shareholder  need  not  bother  about  it."  Commonwealth  v, 
Walsh's  Trustee,  133  Ky.,  103  (1909). 

A  gas  company  disposed  of  its  electric  lighting  plant  and  took  in  pa3rment  stocks 
and  bonds  of  the  new  company.  "The  gas  company's  liability  to  taxation  upon  the 
shares  of  the  lighting  company  owned  by  it  are  precisely  the  same  as  on  other  share- 
holders. It  is  conceded  that  the  lighting  company  was  assessed  and  paid  its  franchise 
tax.  Being  so,  the  shareholders  are  not  assessable.  So  appellee  was  not  required 
to  pay  upon  so  much  of  its  intangible  property  as  was  represented  by  those'  shares,  a 
fact  doubtless  taken  into  consideration  by  the  state  board  in  fixing  the  value  of  ap- 
pellee's franchise.  *  *  ♦  But  upon  the  bonds  appellee  was  required  to  pay  pre- 
cisely as  it  did  upon  its  other  intangible  property;  that  is,  the  bonds,  and  their  market 
value  and  earning  quality  were  pertinent  facts  to  be  reported  to  the  state  board  and 
in  estimating  the  value  of  appellee's  franchise  those  bonds  were  considered,  or  ought 
to  have  been,  as  any  other  chose  in  action  owned  by  appellee."  Commonwealth  v. 
Louisville  Gas  Co.,  135  Ky.,  324  (1909). 

"Conceding  it  to  be  true  *  ♦  *  that  by  sec.  4088  the  stock  of  the  individual 
stockholders  of  a  railroad  corporation  becomes  liable  to  taxation  if  the  corporation 
itself  fails  to  pay  the  taxes  on  its  corporate  property  and  franchises,  it  does  not  follow 
that  this  stock  is  taxable  anywhere  else  than  the  residence  of  the  owner. "  Common- 
wealth v.  C.  &  O.  Ry.  Co.,  116  Ky.,  951  (1903). 

A  trust  company,  owning  stock  of  a  Kentucky  corporation  which  as  such  pays  taxes 
upon  its  property  and  franchises,  was  relieved  from  an  assessment  on  such  stock. 
Louisville  Trust  Co.  v.  Stone,  107  Fed.  Rep.,  305  (1901). 
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Stockholders  of  other  corporations  assessed  therefor  if  the  cor- 
poration pays  the  taxes  on  all  of  its  property.** 

Corporate  bonds  are  subject  to  taxation  in  the  hands  of  the 
resident  holder.* 

Foreign  Corporations. 

Foreign  public-service  corporations  are  subject  to  the  same 
method  of  assessment  and  rate  of  taxation  on  tangible  property 
and  franchises  ^  as  similar  domestic  corporations.  The  annual 
corporation  license  tax  applies  to  the  nonfranchise  classes  of 
corporations,  foreign  and  domestic  alike,  except  foreign  insur- 
ance companies  ^  which  are  subject  to  a  tax  on  premiums.  Busi- 
ness license  taxes  apply  to  foreign  and  domestic  corporations  of 
the  same  class  alike,  with  the  exception  of  the  tax  on  slaughtering 
and  packing  companies,  which  is  imposed  on  foreign  corporations 
only. 

A  Stats.,  sec.  4085. 

"  The  holders  of  shares  of  stoek  in  domestic  or  foreign  corporations  whether  franchise 
or  nonfranchise  in  nature,  need  not  list  or  pay  taxes  upon  their  shares  of  stock  when 
the  corporation  in  which  the  stock  is  held  has  paid  all  taxes  due  from  it,  and  assessable 
against  it,  upon  its  property  located  in  the  State  of  Kentucky,  whether  that  property 
be  realty,  personalty,  tangible  or  intangible,  or  franchise,  in  nature . ' '  Commonwealth 
V.  Fidelity  Trust  Co.,  147  Ky.,  77.,  84  (1912). 

As  to  business  or  trading  corporations  located  in  the  State  (Owensboro  Wagon  Co.), 
the  stockholder  therein  becomes  liable  only  in  the  event  that  the  corporation  falls  to 
pay  its  taxes.    Commonwealth  v.  Steele,  Commonwealth  v.  Hickman,  126  Ky.,  670 

(1907)- 
Shares  of  stock  of  a  New  Jersey  holding  corporation  are  not  taxable,  where  the 

property  they  represent  has  been  taxed  in  the  State.  *  'The  'right  to  be '  is  not  a  sub- 
ject of  taxation  under  either  the  laws  of  this  State,  or  the  laws  of  New  Jersey. '  *  Com- 
monwealth V,  Ircdman,  127  Ky.,  603  (1907). 

Stock  in  a  foreign  corporation  held  by  a  resident  of  the  State  vras  held  not  exempt, 
notwithstanding  the  corporation  paid  taxes  on  certain  real  property  in  this  State. 
"The  foreign  corporation  does  not  pay  taxes  to  this  State  upon  its  corporate  franchise, 
or  upon  any  of  its  personal  property,  and  therefore  its  shares  of  stock  do  not  come 
within  the  purview  of  the  statute."    Commonwealth  v.  Ix>vell,  125  Ky.,  491  (1907). 

^  Stats.,  sec.  4058. 

c  Commonwealth  v.  Walsh's  Trustee,  133  Ky.,  103  (1909). 

d  The  retaliatory  taxation  law  applicable  to  foreign  insurance  companies.  Stats.  637, 
has  been  declared  unconstitutional,  the  court  saying:  "The  power  of  the  legislature 
to  enact  laws  whose  operation  will  depend  upon  the  approval  of  any  other  authority 
is  denied,  except  in  the  cases  named  in  the  constitution.  *  *  »  The  constitution 
clearly  imposed  upon  the  general  assembly  the  duty  of  determining  what  levy  was 
necessary,  and  required  it  by  a  general  law  to  levy  such  a  tax  as  was  necessary,  the  tax 
to  be  equal  and  uniform.  *  *  *  To  allow  one  person  to  be  taxed  at  one  rate  and 
another  at  a  different  rate,  not  because  of  any  other  fact  than  to  retaliate  for  the  mode 
in  which  a  corporation  of  this  State  is  taxed  in  some  other  State,  is  to  lose  sight  entirely 
of  the  fimdamental  idea  of  equality  in  the  public  biu'dens  aimed  at  in  our  constitution. ' ' 
Western  &  Southern  Life  Insurance  Co.  v.  Commonwealth,  133  Ky.,  393  (1909). 

85888**— 15 13 


174  TAXATION   OF   CORPORATIONS. 

ra,  FINANCIAL   RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  17  per  cent. 

Total  State  Receipts,  Taxes  prom  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  June  30,  1912.0 

Total  state  receipts,  all  sources $7,  229, 477.  59 

State  taxes  from  corporations: 

Railroad  companies,  tax  on  tangible  property. $33 5i  744-  92 

Railroad  companies,  tax  on  intangible  property  * . .  3, 168.  00 

Public-service  corporations  c 5, 817.  03 

Corporation  license  tax 85, 847. 37 

Corporation  organization  tax 138, 972.  30 

Insurance  companies 362, 34a  81 

Banking  companies 147, 379.  73 

Total  ascertainable  state  taxes  from  corporations i,  079, 27a  16 

Other  taxes: 

Sheriffs'  revenue  (general  property  tax) 4, 087, 378.  21 

Clerks'  revenue  (liquor  license) 353,  oia  00 

Clerks'  and  trustees'  revenue  (other  licenses) 223, 848. 86 

Liquor  tax 214, 199.  08 

Dog  tax 115,911.  99 

Inheritance  tax Toi,  577.  28 

Motor  licenses 31, 255. 30 

Tax  on  meats 551.  55 

Total  ascertainable  state  taxes  not  from  corporations 5j  127,  732.  27 

Total  taxes  for  state  purposes,  all  sources 6,  207, 002.  43 

Receipts  from  sources  other  than  taxes: 

Penitentiary  and  hotise  of  reform 398,  248.  44 

Fines  and  forfeitures 255,675. 83 

Jefferson  County  fees 244, 156. 43 

United  States  aid  to  colleges 50, 00a  00 

Fees,  miscellaneous 19, 001. 41 

Interest  on  state  deposits 9, 631.  91 

Court  of  appeals 8, 231.  55 

Miscellaneous  receipts 37, 529.  59 

Total  receipts  from  soirees  other  than  taxes i,  022, 475.  16 

Total  state  receipts,  all  sources 7, 229, 477.  59 

o  Report  of  Auditor  of  Public  Accounts,  1912-13,  pp.  13-15. 

^  The  amount  of  taxes  assessed  on  intangible  piDperty  of  railroad  companies  for 
1911  was  $213,946.97  and  for  1912  $576,297.02. 

c  The  tax  on  the  tangible  property  of  these  corporations  is  collected  locally  and 
the  amount  can  not  be  estimated.  For  the  year  ended  June  30,  19 13,  there  was 
collected  from  the  taxation  on  the  intangible  property  of  these  corporations  for  state 
purposes  $132,882.21. 
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IV.  COMMENTS. 
Historical. 

Many  early  corporate  charters  granted  by  Kentucky  contained 
provisions  exempting  property  from  taxation;  some  were  limited 
in  time,*  and  others  unlimited  except  as  to  dividends  in  excess  of  the 
legal  interest  rate.^  An  act  of  1856,  however,  provided  that  all 
charters  or  amendments  thereof,  as  well  as  other  statutes,  should  be 
subject  to  amendment  or  repeal  at  the  will  of  the  legislature,  unless 
a  contrary  intent  were  therein  plainly  expressed,  ^  and,  as  a  conse- 
quence, exemptions  under  special  laws  have  now  entirely  disap- 
peared. Prior  to  1864  raihoad  property  was  not  assessed,*^  other 
than  imder  the  law  applicable  to  individuals. '^  But  in  that  year 
all  raihoads  were  subjected  to  a  fixed  assessment  of  $20,000  per 
mile,  to  which  was  applied  the  same  rate  as  that  appUed  to  real 
estate./  By  an  amendment  in  1873  narrow-gauge  railroads  were 
assessed  at  $10,000  per  mile.^  The  same  law  taxed  turnpike  corn- 
panies  at  the  rate  of  6  per  cent  on  net  dividends,  insurance  com- 
panies at  the  rate  of  6  per  cent  on  net  profits,  and  telegraph 
companies  at  the  rate  of  50  cents  per  mile  of  wire,  f  and  exempted 
the  holders  of  stock  in  corporations  paying  these  taxes.  Railroad 
property  was  not  subject  to  county  levies  under  the  law  of  1864,* 
but  in  1876,*  it  was  required  to  be  listed  for  county  taxation.^ 

In  1878*  the  State  Board  of  Equalization  was  created  and 
required  to  assess  railroad  property  not  at  the  fixed  valuation  per 
mile  but  at  its  value.  Two  years  later,  however,  this  duty  was 
transferred  to  the  raihoad  commission.'  By  a  general  act  in 
1884,"*  newly  constructed  raihoads  were  exempt  from  all  taxation 
for  five  years  from  commencement  of  construction,  but  the  consti- 


«  Laws  1830,  chap.  293,  sec.  20;  Laws  1833,  chap.  206,  sec.  20. 

&  Laws  1836,  chap.  371,  sec.  43;  Laws  1837,  chap.  231,  sec.  42. 

c  Act  of  Feb.  14,  1856,  chap.  148. 

^  Commonwealth  v,  L.  &  N.  R.R.  Co.,  149  Ky.,  829  (1912). 

«  In  a  suit  by  the  Commonwealth  s^ainst  the  Louisville  &  Nashville  R.  R.  Co.  for 
back  taxes  for  the  years  1856-63,  it  was  held  that  the  property  of  the  company  was 
liable  to  taxation  under  the  general  revenue  law  subjecting  to  taxation  the  estate  of 
"persons'*  not  therein  excepted.  Louisville  &  N.  R.  Co.  v.  Commonwealth,  64  Ky., 
250  (1867). 

/  Acts  of  1863-64,  p.  loi. 

ff  Act  approved  Mar.  19,  1873,  c^ap.  429. 

*  Louisville  &  N.  R.  Co.  v.  Warren  County  Court,  68  Ky.,  243  (1869). 

*  Act  of  Mar.  17,  1876,  chap.  785. 

i  Lincohi  County  v.  Louisville  &  N.  R.  Co.,  3  Ky.  Law  R.,  436  (1881). 

*  Act  of  Apr.  3,  1878,  chap.  764. 

^ Act  of  Apr.  29,  1880,  chap.  1297. 
«» Acts  of  1883-84,  chap.  1632. 
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tutionality  of  the  exemption  was  questioned,  and  in  1892  many 
of  the  raih-oads  affected  paid  the  full  amomit  of  their  taxes, 
including  taxes  for  intervening  years.** 

Special  methods  of  taxation  were  prescribed  for  telegraph,  tele- 
phone, and  express  companies  in  1886.  Telegraph  companies  were 
required  to  pay  to  the  State  a  tax  on  wire  mileage,  telephone  com- 
panies a  tax  on  gross  receipts  from  business  within  the  State,  and 
express  companies  an  annual  tax  of  $1 ,000  if  their  lines  in  the  State 
were  of  greater  length  than  100  miles,  and  $500  if  the  length  was 
less  than  100  miles.  These  methods  of  taxation  prescribed  for 
telegraph  and  express  companies  were  judicially  declared  uncon- 
stitutional. ^ 

Franchise  Assessment. 

The  present  method  of  assessing,  as  a  separate  item  and  by  a 
special  board,  the  franchise  or  intangible  value  of  all  public-service 
and  certain  financial  corporations  was  introduced  in  Kentucky 
in  1892. '^ 

For  the  first  few  years  after  the  passage  of  the  act  only  a  small 
number  of  corporations  were  affected,  the  assessing  body  finding 
no  additionel  value  over  the  assessment  fixed  for  the  tangible 
property.  Even  later,  though  franchise  assessments  were  certi- 
fied against  railroads  for  state  taxes,  no  assessments  against  these 
companies  were  certified  for  local  taxation  until  suit  was  brought 
in  1900  by  the  coimties.** 

As  to  the  methods  adopted  in  fixing  the  values  of  franchises, 
adjudicated  cases  afford  the  only  official  evidence.  Thus,  in  ap- 
proving the  assessment  against  a  railroad  company  for  the  year  1896 
the  court  upheld  the  Board  of  Valuation  and  Assessment  in  reach- 
ing a  conclusion  as  to  the  value  of  the  capital  stock  by  a  consider- 
ation of  the  gross  and  net  earnings.  *  In  later  cases  the  action  of  the 
board  was  sustained  in  applying  the  stock  and  bond  plan  after  a 
consideration  of  the  earnings;'  and  in  capitalizing  the  net  income 
at  6  per  cent  on  a  two-year  basis.  ^  A  dissenting  opinion  in  the 
last-mentioned  case,  however,  called  attention  to  the  fact  that 
the  cost  of  property  assessed  together  with  other  assets  equaled 

^  Report  of  the  Railroad  Commissioners,  189a,  p.  40. 

ft  Commonwealtli  v.  Smith,  Commonwealth  v,  U.  S.  Express  Co.,  92  Ky.,  38  (1891). 

^  Act  of  Nov.  II,  1892. 

d  Southern  Ry.  in  Ky.  v.  Coulter,  113  Ky.,  657  (1903). 

«  Louisville  Ry.  Co.  v.  Commonwealth,  105  Ky.,  710  (1899). 

/  Henderson  Bridge  Co.  v.  Commonwealth,  99  Ky.,  623;  166  U.  S.,  150  (1897).  - 

ff  Henderson  Bridge  Co.  v.  Negley,  63  S.  W.  Rep.,  989  (1901). 
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only  $703,000,  while  the  valuation  found  by  the  board  was  over 
$3,000,000;  and  that  the  apparently  high  income  arose  from  the 
fact  that  there  was  no  charge  for  management,  which  was  pro- 
vided by  the  railroad  company  using  the  property  or  bridge  in 
question. 

A  method  of  assessing  franchise  suggested  as  proper  by  the 
court  in  a  case  involving  the  assessment  of  a  bridge  company 
owning  a  bridge  spanning  a  boundary  river  of  Kentucky  was,  in 
substance,  to  take  that  percentage  of  the  total  value  of  the  stock 
and  bonds  represented  by  the  portion  which  the  length  of  the 
bridge  taxable  in  Kentucky  bore  to  its  entire  length.  It  was  sug- 
gested that  the  result  would  represent  the  entire  taxable  value  in 
Kentucky,  and  the  remainder  found  after  deducting  the  assessment 
of  tangible  property  in  the  State  would  represent  the  value  of 
franchise.** 

During  the  foUoWing  year  a  rather  complete  analysis  of  the 
capitalization  of  net  earnings  and  of  the  stock  and  bond  plan, 
and  of  the  basis  for  determining  the  entire  value  and  the  value 
taxable  in  Kentucky,  was  given  by  the  court  in  a  decision  sus- 
taining an  assessment  made  by  the  board  against  a  certain  rail- 
road corporation. 

The  coiui:  stated,  in  substance,  that  it  did  not  find  it  necessary 
to  express  a  preference  between  the  two  plans,  but  that  it  seemed 
reasonable  to  hold  that  if  the  stock  and  bond  plan  is  adopted 
the  board  should  not,  as  a  rule,  base  its  assessment  on  the  market 
value  of  the  stock  and  bonds  as  found  on  a  single  day,  or  on  the 
average  market  value  for  a  year  previous  thereto,  or,  if  the  capi- 
talization plan  is  adopted,  it  should  not,  as  a  rule,  confine  itself 
to  the  net  income  for  the  year  previous  to  the  date  of  assessment, 
but  that  in  each  case  it  should  use  an  average  based  on  not  less 
than  five-year  periods,  because  it  is  essential  to  consider  a  suffi- 
cient period  to  show  the  settled  condition  of  things.  The  court, 
however,  specifically  stated  that  it  should  not  be  understood  as 
laying  down  any  hard  and  fast  rule  to  be  applied  in  every  case. 

As  to  the  plan  to  be  pursued  in  ascertaining  the  proportion  of 
the  fair  cash  value  of  the  entire  property  which  properly  is  taxable 
in  the  State,  the  court  called  attention  to  the  fact  that  the  legis- 
lature at  fiirst  acted  upon  the  idea  that  the  mileage  in  and  out  of 
the  State  should  be  assumed  to  be  of  like  character  and  of  equal 
value,  but  afterward  amended  the  law  so  that  the  board  might  be 


a  Commonwealth  v.  Cov.  &  Cin.  Bridge  Co.,  114  Ky.,  343  (1902). 
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at  liberty  to  consider  the  difference  in  character  and  value,  if  any, 
between  the  mileage  in  and  out  of  this  State, 

In  considering  whether  the  board  valued  the  property  at  its 
fair  cash  value,  the  court  said  that  the  board  had  ascertained  the 
value  of  the  property  on  a  capitalization  plan,  taking  into  con- 
sideration the  average  net  earnings  of  the  entire  property  for  the 
preceding  four  years,  while  a  similar  capitalization  for  five  years 
would  have  been  5^  per  cent  less;  had  the  board  adopted  the- 
stock  and  bond  plan  based  on  the  preceding  five  years,  the  valua- 
tion would  have  been  4J4  per  cent  less.  Tentatively  they  adopted 
the  stock  and  bond  plan,  considering  only  the  average  market 
value  for  the  preceding  year,  which  gave  a  valuation  of  6^  per 
cent  more  than  they  finally  decided  upon.  Twenty-six  per  cent 
of  the  total  mileage  of  the  system  being  assigned  to  Kentucky, 
that  percentage  of  the  total  valuation  was  determined  to  be  the 
value  within  the  State.**  • 

At  its  1906  session  the  board  valued  the  corporate  franchise  of 
a  foreign  stu-ety  company  by  taking  its  net  earnings  in  the  State 
for  the  previous  year  and  ascertaining  the  sum  which  would  pro- 
duce such  net  income  at  6  per^cent.  The  court,  in  deciding,  held 
that  the  board  was  not  authorized  to  follow  such  a  method,  but 
that  the  value  of  the  entire  ca4)ital  stock  and  bonded  indebtedness 
must  first  be  determined,  and,  after  finding  the  proportion  which 
the  gross  receipts  in  the  State  is  to  the  gross  receipts  of  the  company 
everywhere,  it  must  take  the  same  proportion  of  the  value  of  its 
capital  for  the  taxable  value  of  the  corporate  franchise;*  however, 
the  law  was  amended  so  as  to  permit  the  use  of  the  former  plan,^ 
and  also  the  plan  of  fixing  the  capital  stock  in  the  State  by  capital- 
zing  the  net  income  derived  in  Kentucky,  and  from  a  considera- 
tion of  these  two  items  it  could  fix  the  value  of  .the  corporate 
franchise.  Quite  different  figures  may  be  reached  by  these  two 
methods :  the  franchise  value  of  the  American  Surety  Co.  for  the 
year  1906,  for  example,  would  be,  by  the  former  method  of  com- 
putation, $24,367.94,  and  by  the  latter  method  $i22,o84.<' 

Situs. 

Under  provisions  of  law  that  all  personal  estate  of  domestic 
corporations,  wherever  located,  should  be  assessed  at  fair  cash 

o  Louisville  &  Nashville  R.  R.  Co.  v,  Cotilter,  131  Fed.  Rep.,  282  (1903). 

^Hagerv.  American  Surety  Co.,  121  Ky.  791  (1906). 

c  James  v.  U.  S.  Fidelity  and  Guaranty  Co.,  133  Ky.  299  (1909). 

d  James  v.  American  Surety  Co.,  133  Ky.  313  (1909). 
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value,  all  the  cars  of  a  Kentucky  freight-line  company  were 
assessed  for  taxation,  though  the  cars  were  used  in  traffic  all  over 
the  United  States,  The  assessment  was  sustained  by  the  Ken- 
tucky courts,**  but  the  Supreme  Court  of  the  United  States  on  an 
appeal  held  that  the  State  could  not  tax  such  tangible  property 
outside  the  limits  of  the  State.  ^  The  law  was  later  changed  to  avoid 
any  attempt  to  subject  to  taxation  tangible  personal  property  of 
domestic  corporations  located  and  having  a  taxable  situs  without 
the  State.  ^  Vessels  owned  by  a  corporation  chartered  under  the 
laws  of  Kentucky,  operating  entirely  outside  the  State,  have  a 
taxable  situs  at  the  domicile  of  the  owner.  ^ 

Special  Tax  Commissions. 

In  1 904  a  Special  Tax  Commission  was  appointed  by  the  senate 
with  instructions  to  investigate  the  relative  merits  or  equity  of  ad 
valorem,  license,  and  franchise  taxes,  and  the  extent  each  may  be 
increased  or  diminished  without  impairing  the  progress  and  develop- 
ment of  the  State  or  discriminating  in  the  burdens  of  taxation. 
Among  the  Commission's  findings  were  that  less  than  35  per  cent 
of  the  personal  property  of  the  State  was  assessed  for  taxation,  that 
property  other  than  personalty  was  inadequately  or  indifferently 
assessed,  and  that  one  of  the  imperative  needs  of  the  revenue  law 
was  a  more  exacting  method  of  assessment.* 

Following  the  recommendations  of  this  commission,  the  present 
law  was  enacted  imposing  an  annual  license  tax  on  certain  cor- 
porations not  subject  to  a  franchise  or  license  tax,  based  on 
authorized  capital  stock  employed  in  the  State,  and  an  inheritance 
tax.  During  the  consideration  of  this  bill  in  the  senate  an  amend- 
ment was  proposed  to  exempt  resident  stockholders  of  all  cor- 
porations paying  taxes  on  their  capital  stock,  franchise  or  other 
property,  wherever  located,  but  this  amendment  was  rejected.^ 

In  December,  1908,  the  Governor  requested  two  groups  of 
prominent  and  influential  residents  of  the  State — one  of  which  he 
designated  as  a  tax  commission,  and  the  other  an  advisory  com- 
mission— to  recommend  changes  needed  in  the  revenue  system  of 

<>  Commonwealth  v.  Union  Refrigerator  Transit  Co.,  ii8  Ky.  131  (1904). 
*  Union  R.  T.  Co.  v.  Kentucky,  199  U.  S.  194  (1905). 
<:  Stats,  sec.  4020. 

<I  Commonwealth  v.  Southern  Pacific  Co.,  134  Ky.  417  (1909);  affirmed  vSouthern 
Pacific  Co.  V.  Kentucky,  222  U.  S.  63  (1911). 
^  Journal  of  the  Senate,  1906,  p.  148. 
/  Ibid.,  p.  1372. 
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the  State.     The  investigations  and  conferences  of  this  commission 
led  them  to  the  conclusion :  *» 

"First — ^That  there  is  throughout  the  State  very  general  and 
well-grounded  dissatisfaction  with  the  tax  system,  based  on  the 
fact  that  in  many  of  our  towns  and  cities  the  combined  tax  rate 
for  State,  city  and  county  purposes  imposes  a  most  onerous 
burden,  and  upon  the  further  fact  that,  in  spite  of  the  utmost 
efforts  of  the  assessing  officers  and  equalization  boards  to  see  that 
all  taxable  property  is  listed,  a  great  deal  of  property  escapes 
taxation  entirely,  with  resulting  injustice  to  such  classes  of 
property  as  can  not  escape.  We  found  also  considerable  dissatis- 
faction with  some  of  the  administrative  features  of  the  present 
revenue  laws. 

'*  Second — ^That  while  some  of  these  causes  of  complaint  might 
be  removed  by  statutory  amendment  the  greater  part  of  them, 
including  all  that  are  most  material,  are  beyond  remedy  through 
statutory  enactment.  Amendments  to  the  statutes  only  will  not, 
in  our  opinion,  meet  the  requirements  of  the  situation. 

'*  Third — ^That  so  long  as  the  State  adheres  to  its  present  system 
of  taxation  fixed  by  Constitutional  provisions,  it  will  impose  upon 
its  citizens  a  very  serious  handicap  in  the  competition  with  the 
citizens  of  other  states  more  favored  in  their  tax  laws,  and  must 
inevitably  lose  both  desirable  population  and  much-needed 
capital. 

"  We  would  sum  up  the  complaints  and  defects  in  the  system 
of  taxation  in  Kentucky  as  follows: 

"First — It  does  not  produce  sufficient  revenue  for  the  proper 
support  of  the  State  and  local  governments,  including  necessary 
provision  for  public  improvements,  and  it  can  not  be  made  to 
produce  sufficient  revenue,  in  spite  of  constantly  increasing  the 
tax  rate,  the  tax  rate  being  already  so  high  in  very  many  counties 
of  the  State  that  to  further  increase  it  merely  offers  an  additional 
incentive  for  undervaluation  of  property  and  evasion  of 
assessments. 

"Second — It  unjustly  places  an  undue  portion  of  the  public 
burden  on  some  classes  of  property,  and  especially  upon  real  estate, 
while  permitting  other  classes  of  property  entirely  to  escape 
taxation. 

"Third — Its  inequalities  have  resulted  in  driving  and  keeping 
from  the  State  a  large  amoimt  of  capital  that  is  needed  in  the 
development  of  its  business. 

"Foiuth — It  produces  evasion,  dishonesty  and  perjury;  encour- 
ages contempt  for  the  law,  and  lowers  the  moral  standard  of  our 
people.    *    *    * 

"  We,  therefore,  advise  and  strongly  tu-ge  that  the  Legislature  be 
asked  to  submit  to  a  vote  of  the  people  an  amendment  to  section 
171  of  the  Constitution,  designed  to  provide,  in  substance,  not 

o  Tax  Revision,  State  of  Kentucky,  1909,  pp.  2-8. 
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that  taxes  shall  be  uniform  on  all  classes  of  property,  as  at  present, 
but  that  taxes  shall  be  uniform  upon  all  property  of  the  same  class, 
and,  furthermore,  to  confer  distinctly  upon  the  Legislature  the 
power  to  classify  the  source  of  revenue,  designating  certain  sources 
of  revenue  exclusively  for  State  purposes,  certain  other  som-ces 
of  revenue  exclusively  for  city  purposes,  and  certain  other  sources 
of  revenue  exclusively  for  county  purposes. 

^^a  ^^^  %^ff  ^l#  %^ff  ^m0  ^^^ 

**We  desire  to  state  with  emphasis  that,  in  our  opinion,  relief 
from  practically  all  the  tmnecessary  btu'dens  and  unjust  discrimina- 
tion complained  of  under  our  present  tax  laws  would  be  secured 
by  the  system  of  classifying  the  subjects  of  taxation  and  separat- 
ing the  sources  of  revenue.     *    *    * 

**In  general,  tmder  such  a  division,  the  State  revenues  would 
be  raised  by  taxes  on  corporations,  on  franchises,  on  certain 
licenses,  on  bonds,  money  at  interest,  and  similar  forms  of  personal 
property,  in  addition  to  the  various  forms  of  special  taxes  which 
in  Kentucky  are  capable  of  considerable  development,  although 
already  yielding  a  large  part  of  the  State's  revenues. 

"The  cities  would  raise  their  revenues  from  city  real  estate, 
from  public  utilities,  from  mercantile  license  taxes,  and  similar 
property,  an  equitable  arrangement  being  made  for  the  city  to 
contribute  for  its  share  of  the  county  expense. 

"The  counties  would  raise  their  revenues  by  direct  tax  on  real 
estate  and  livestock  and  such  tangible  forms  of  personalty,  and 
the  real  estate  and  personalty  so  taxed  would  be  taxed  for  no  other 
purpose.  The  farmer  would  pay  on  his  farm  and  livestock  and 
farming  implements  a  local  tax  and  no  more — a  tax  for  the  sup- 
port of  his  coimty  government  directly  under  his  own  control. 
He  need  not  then  fear  that  through  inequalities  in  the  assessment 
he  would  be  made  to  bear  a  greater  proportion  of  the  State  expense 
than  property  owners  in  otiher  counties.'' 

Another  special  tax  commission  was  provided  for  by  the  Legisla- 
ture of  1 912,*'  whose  duties,  were  to  recommend  a  plan  for  the 
revision  of  the  revenue  laws.  Its  conclusions  as  published  in  its 
first  report,  dated  February  12,  191 3,  were,  in  the  main,  similar 
to  those  of  the  commission  appointed  in  1908.  In  referring  to  the 
system  of  taxation  at  that  time  existing  in  the  State,  the  report, 
in  part,  read  as  follows: 

"The  taxes  paid  by  the  farmers  in  Kentucky  for  local  and 
state  ptu-poses  are  equivalent  to  an  income  tax  of  about  10  per 
cent.  The  taxes  paid  by  the  manufacttu'ers  and  public-service 
corporations  amoimt  to  about  2  per  cent  of  their  income.  Persons 
engaged  in  agriculttu"e  with  an  average  yearly  income  of  $500 
pay  about  $50  per  capita,  aimually,  for  taxes.     Persons  engaged 

a  Laws  1912,  pp.  680-^2. 
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in  manufacturing  and  investments  in  stocks  and  bonds  pay  with 
an  average  income  of  about  $870  about  $16  per  capita  taxes  per 
annum.  These  are  mere  estimates  made  from  the  most  available 
statistics  gathered  from  the  Census  Bureau  and  from  other  sources, 
but  are  not  stated  to  be  absolutely  correct. 

"The  chief  tax,  called  a  general-property  tax,  levied  by  the 
State,  has,  under  the  system  by  which  it  has  been  enforced, 
practically  become  a  real-estate  tax  as  only  a  very  small  per 
cent  of  the  entire  taxes  is  levied  on  personal  property. 

"The  system  of  equalization  imder  the  law  now  in  eflPect,  does 
not  equalize,  and  in  the  nature  of  things,  can  not  equalize.  After 
the  officers  have  exhausted  their  best  eflforts  in  this  direction, 
there  are  inequalities — ^glaring  ones — between  real  estate  and  per- 
sonal property;  between  different  classes  of  personal  property; 
between  county  and  coimty;  between  city  and  city;  between  city 
and  county ;  and  between  man  and  man. 

"  Under  the  present  system  of  revenue  and  taxation  it  is  impos- 
sible to  adjust  the  burdens  of  taxation  equitably  between  the 
different  classes  of  persons  and  different  classes  of  corporations." 

Among  the  recommendations  made  in  this  report  were: 

First.  A  constitutional  amendment  authorizing  the  classifica- 
tion of  property  for  taxation. 

Second.  The  creation  of  a  state  tax  commission,  a  central  board, 
with  authority  to  supervise  the  assessment  for  taxation  and  the 
collection  of  revenue. 

Third.  County  maps,  the  commission  believing  that  no  accurate 
or  complete  assessment  of  lands  could  possibly  be  made  without 
them. 

The  final  report  of  this  special  tax  commission  consisted  largely 
of  a  discussion  of  the  present  tax  system,  its  defects  and  the 
remedies  therefor,  and  a  draft  of  bills  covering  the  whole  subject 
of  revenue  and,  in  particular,  the  changes  recommended  by  the 
commission.  Among  the  changes  recommended  were :  The  estab- 
lishment of  a  permanent  central  tax  commission  with  supervision 
over  local  assessments  and  with  the  duty  of  assessing  the  railroads, 
franchises,  and  other  property  now  assessed  by  ex-officio  boards.* 

It  was  proposed  also  that  the  property,  tangible  and  intangible, 
of  all  public-service  corporations  lying  in  two  or  more  coimties 
should  be  assessed  by  the  proposed  state  tax  commission  and  that 
the  latter  should  nlake  ad  valorem  franchise  assessment  for  state 
and  local  purposes  against  all  manufacturing,  mercantile,  and  mis- 
cellaneous corporations,  in  lieu  of  the  present  annual  license  tax 

o  Report  of  the  Special  Tax  Commission  of  Kentucky  to  the  Legislature,  December, 
1913,  p.  9. 
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for  state  purposes  based  on  amotint  of  capital  stock  employed  in 
the  State.**  No  action  was  taken  by  the  Legislature  of  1914  on 
the  bills  proposed  by  this  special  tax  commission. 

Classification  of  Property. 

The  constitutional  amendment,  proposing  to  give  the  legislattu-e 
authority  to  classify  property  for  taxation  and  to  determine  what 
class  or  classes  should  be  subject  to  local  taxation,  was  voted  upon 
at  the  1 91 3  general  election,  but  while  it  received  a  favorable  vote 
failure  to  observe  the  statutory  requirements  made  the  submission 
invalid.  However,  practically  the  same  amendment  has  been 
proposed  by  the  191 4  Legislature  and  will  be  voted  upon  in 
November,  191 5.  The  latter  amendment  fiuther  specifies  that 
all  tax  laws  classif3dng  property  or  separating  sources  of  revenue 
passed  prior  to  191 7  must  be  submitted  by  the  legislature  through 
the  referendum  to  the  people,  and  such  laws  passed  after  191 7  may 
be  referred  to  the  people  either  by  the  legislature  or  on  petition  of 
the  voters.  ^ 

The  special  tax  commission  recommended,  conditioned  on  the 
adoption  of  the  constitutional  amendment  permitting  classifica- 
tion of  property,  the  taxation  for  state  purposes  of  mortgages^ 
bonds,  and  shares  of  stock  in  corporations  whose  property  is  not 
taxed  in  Kentucky;  the  rate  proposed  was  40  cents  per  annimi  on 
each  $100  of  value,  which  would  be  in  lieu  of  all  other  taxation  of 
these  securities.  ^ 
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Biennial  Report  of  Auditor  of  Public  Accounts,  191 2-13. 
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I.  GENERAL  VIEW. 


Chief  Features. 


First.  The  application  of  the  general  property  tax  for  both 
state  and  local  purposes  to  practically  all  property  of  the  classes 
of  corporations  treated  in  this  report,  supplemented  in  many  in- 
stances by  privilege  taxes  on  corporations. 

Second.  The  assessment  of  certain  important  classes  of  corpora- 
tions by  a  central  state  board. 

General  Property  Tax. 

Domestic  and  foreign  transportation,  transmission,  manu- 
factm-ing,  and  mercantile  companies  pay  the  general  property 
tax  for  state  and  local  purposes. 

All  property  of  railroad,  freight-car,  and  interurban  and  street 
railroad  companies,  and  the  distributable  property  of  telegraph 
and  telephone  companies,  are  assessed  by  the  railroad  commission 
acting  as  a  board  of  state  tax  assessors,  and  the  counties  through 
which  the  lines  pass  receive  the  respective  portions  of  the  valua- 
tion to  which  they  are  entitled.  Other  corporate  property  is 
assessed  by  the  local  assessors. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  domestic  and  foreign 
corporations  of  the  classes  herein  treated  pay  to  the  State  for 
state  purposes  an  annual  tax  graduated  according  to  the  amount 
of  capital  stock,  designated  hereinafter  as  the  capital-stock  or  an- 
nual charter  tax.  In  addition,  telegraph  and  express  companies 
pay  to  the  State  for  state  piu^joses  annual  privilege  taxes  gradu- 
ated according  to  miles  of  wire  or  route,  and  telephone  companies 
a  similar  tax  on  each  instrument,  while  sleeping-car  companies 
pay  an  annual  state  privilege  tax  of  a  fixed  amount. 

Stockholders  and  Bondholders. 

AH  bonds  of  corporations  of  the  classes  herein  treated  and  all 
shares  of  stock,  except  shares  in  manufacturing  corporations,  are 
taxable  to  the  holders. 
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Foreign  Corporations. 

Foreign  corporations  of  the  classes  covered  by  this  report,  are 
taxed  on  practically  the  same  basis  as  domestic  corporations. 

Administration. 

The  State  Railroad  Commission,  which  is  ex-officio  the  board 
of  state  tax  assessors,  consists  of  three  members,  one  from 
each  grand  division  of  the  State  (middle,  eastern,  and  western 
Texmessee),  one  member  being  elected  every  two  years  to  serve 
six  years.  It  assesses  the  property  of  steam,  interurban  and  street 
railroad,  and  of  freight-car  companies,  and  the  distributable 
properties  of  telegraph  and  telephone  companies.*  It  has  power 
to  summon  witnesses  and  secure  the  production  of  any  books 
deemed  necessary.^  A  special  board  of  equalization  composed 
of  the  governor,  treasurer,  and  secretary  of  state,  equalizes  the 
assessments  of  the  distributable  and  localized  properties  of  rail- 
road, interurban  and  street  raihoad,  and  freight-car  companies, 
and  of  the  distributable  properties  of  telegraph  and  telephone 
companies.^ 

The  governor  may  convene  the  board  of  state  tax  assessors  (rail- 
road commissioners  acting  as  such)  to  reassess,  if  he  deems  such 
action  necessary,  any  railroad,  telegraph,  or  telephone  company .<* 

Other  corporations  are  assessed  by  the  local  tax  assessors.* 
The  assessments  are  equalized  by  the  general  state  board  of  equal- 
ization, composed  of  the  secretary  of  state,  treasurer,  and  comp- 
troller, which  board  has  jurisdiction  of  and  equalizes  the  assess- 
ments of  all  properties  in  the  State,  other  than  those  mentioned 
in  the  foregoing  paragraph./ 


o  Code,  Supp.i  pp.  199,  201,  205,  207,  454,  and  Laws  1905,  chap.  513,  sec.  12. 

Laws  1905,  chap.  513,  providing  for  the  just  and  equitable  assessment  of  inter- 
urban raihoad  and  street  railix>ad  property  in  a  particular  manner  for  state  and  munic- 
ipal taxation,  and  for  the  collection  of  taxes  assessed  and  imposed  thereon,  applies 
only  to  interurban  raihx>ad  lines,  and  street  railroad  lines  extending  beyond  the 
boundaries  of  a  single  city,  whether  they  run  to  any  other  city  or  not;  and  so  con- 
strued is  not  unconstitutional  as  an  improper  classification  of  property  for  taxation. 
State  V.  Taylor,  119  Tenn.,  230  (1907). 

*  Code,  Supp.,  pp.  201,  202,  sec.  5. 

c  Ibid.,  pp.  203,  204,  sec.  12;  p.  208,  sec.  7;  and  Laws  1905,  chap.  513,  sec,  12. 

^  Code,  Supp.,  pp.  205,  206,  sec.  20. 

^  Laws  1907,  chap.  602,  sec.  9,  par.  3;  and  as  to  schedules  for  corporate  property, 
etc.,  sec.  15. 

/  Laws  1907,  chap.  602,  sec.  37,  par.  i  and  9. 
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Equalization  may  be  made  by  classification  of  properties,  ac- 
cording to  wards,  civil  districts,  or  counties,  or  in  such  manner  as 
will  enable  the  board  to  justly  equalize  assessments.*  According 
to  an  opinion  of  the  attorney  general,  the  state  board  has  the 
power  to  raise  the  assessment  of  a  whole  county  or  reduce  the 
same  by  a  per  cent  of  the  whole,  or  to  pass  upon  each  piece  of 
property  specifically  in  raising  or  reducing  its  assessment.  *  The 
board  also  has  power  to  obtain  such  evidence,  information,  and 
statistics  as  may  be  deemed  material  to  the  value  and  condition  of 
properties  to  be  equalized  and  may  compel  the  attendance  of 
witnesses  and  administer  oaths.«  The  board  may  send  its  mem- 
bers to  any  portion  of  the  State  to  obtain  information  and  evi- 
dence, and  to  hear  appeals  from  the  action  of  local  officers.  <* 

The  annual  capital-stock  tax  is  collected  by  the  sepretary  of 
state.*  The  state  privilege  taxes  on  telegraph,  telephone,  ex- 
press, sleeping-car,  news,  terminal,  and  certain  warehouse  com- 
panies are  collected  by  the  comptroller  of  the  treasury.^  All 
other  privilege  taxes  as  well  as  the  ad  valorem  tax  on  merchants 
are  collected  by  the  coimty  com*t  clerks.^  The  general  property 
tax  on  all  other  property  is  collected  by  the  county  trustee  in 
each  county,*  except  that  the  State's  share  of  the  general  property 
tax  from  steam  railroad,  inter  urban  and  street  railroad,  and 
freight-car  companies,  and  the  distributable  property  of  telephone 
and  telegraph  companies,  is  collected*  by  the  comptroller  of  the 
state  treasury.^ 


«  Laws  1907,  chap.  602,  sec.  37,  par.  7. 

&  Ibid.;  also  opinions  of  attorney  general  dated  August  20,  1904,  and  July  16,  1914. 

c  Laws  1907,  chap.  602,  sec.  37,  par.  4. 

<*  Ibid.,  chap.  602,  sec.  37,  par.  5. 

«  Ibid.,  chap.  434. 

/  Laws  1909,  chap.  479,  sec.  5. 

0  Laws  1907,  chap.  602,  sec.  29;  Laws  1909,  chap.  479,  sec.  4. 

*  Laws  1907,  chap.  602,  sec.  47. 

»  Code  Supp.,  p.  204. 

i  Sources  of  revenue  in  Tennessee : 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  poll  tax;  (c)  business 
taxes  and  licenses;  (d)  fines,  fees,  etc. 

County. — (a)  General  property  tax;  (6)  business  taxes  and  licenses;  (c)  fines,  fees, 
etc. 

State. — (a)  General  property  tax;  (6)  annual  privilege  tax  on  corporations  and  indi- 
viduals; (c)  annual  capital  stock  tax  on  corporations;  (d)  inheritance  tax;  (e)  fines, 
fees,  etc. 
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n.   DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution. **  • 

"All  property,  real,  personal,  or  mixed,  shall  be  taxed,  but  the 
legislature  may  except  such  as  may  be  held  by  the  State,  by 
coimties,  cities,  or  towns,  *  *  *  and  such  as  may  be  held 
and  used  for  purposes  purely  religious,  charitable,  scientific, 
literary,  or  educational,  and  shall  except  $1 ,000  worth  of  personal 
property  in  the  hands  of  each  taxpayer,  and  the  direct  product  of 
the  soil  in  the  hands  of  the  producer,  and  his  immediate  vendee."^ 
"No  article  manufacttu-ed  of  the  produce  of  this  State  shall  be 
taxed  otherwise  than  to  pay  inspection  fees/'*^ 

"All  property  shall  be  taxed  according  to  its  value,  that  value 
to  be  ascertained  in  such  manner  as  the  legislature  shall  direct, 
so  that  taxes  shall  be  equal  and  imiform  throughout  the  State.  ^ 
No  one  species  of  property  *  *  *  shall  be  taxed  higher  than 
any  other  *  *  *  of  the  same  value,  but  the  legislattu'e  shall 
have  power  to  tax  merchants,  peddlers,  and  privileges,  in  such 
manner  as  they  may  from  time  to  time  direct.  The  portion  of 
a  merchant's  capital  used  in  the  purchase  of  merchandise  sold  by 
him  to  nonresidents  and  sent  beyond  the  State,  shall  not  be  taxed 
at  a  rate  higher  than  the  ad  valorem  tax  on  property."  * 

"The  Iegislattu"e  shall  have  power  to  levy  a  tax  upon  incomes 
derived  from  stocks  and  bonds  that  are  not  taxed  ad  valorem."  * 

"All  male  citizens  of  this  State  over  the  age  of  twenty-one 
years,  except  such  persons  as  may  be  exempted  by  law  on  account 
of  age  or  other  infirmity  shall  be  hable  to  a  poll  tax  of  not  less  than 
fifty  cents  nor  more  than  one  dollar  per  anntun.  Nor  shall  any 
.coimty  or  corporation  levy  a  poll  tax  exceeding  the  amotmt  levied 
by  the  State."* 

"The  General  Assembly  shall  have  power  to  authorize  the 
several  cotmties  and  incorporated  towns  in  this  State,  to  impose 
taxes  for  coimty  and  corporation  purposes,  respectively,  in  such 

«  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  1870  as  con- 
tained in  Code  of  Tennessee,  Annotated,  R.  T.  Shannon,  1896. 

&  Constitution,  Art.  II,  sec.  28. 

c  Ibid.,  Art.  II,  sec.  30. 

d  Ibid.,  Art.  II,  sec.  28.  •    . 

When  it  is  the  imiform  practice  in  the  various  counties  of  the  State  to  assess  real 
property  at  not  exceeding  75  per  cent  of  its  true  value,  an  assessment  upon  raihoad 
property  at  its  full  value  violates  the  uniformity  of  taxation,  which  is  the  main  pur- 
pose of  the  constitutional  provision,  and  will  be  enjoined,  although  this  involves  a 
violation  of  the  letter  of  the  state  statute  passed  ptu^uant  to  the  constitution,  which 
requires  all  property  to  be  assessed  at  its  full  value.  Taylor  v,  Louisville  &  Nashville 
R.  R.  Co.,  88  Fed.  Rep.,  350  (1898). 

It  was  held  that  a  statute  which  requires  corporations  to  pay  upon  value  of  their 
property  and  their  stockholders  also  upon  the  value  of  their  shares  does  not  bring  about 
either  double  taxation  or  a  violation  of  the  constitutional  mandate  that  all  property 
shall  be  taxed  according  to  value.  Street  Railroad  Co.  v.  Morrow,  87  Tenn.,  406  (1889). 
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manner  as  shall  be  prescribed  by  law;  and  all  property  shall  be 
taxed  according  to  its  value,  upon  the  principles  established  in 
regard  to  state  taxation/** 

"The  legislature  shall  have  no  power  to  *  *  *  pass  any 
law  granting  to  any  individual  or  individuals,  rights,  privil^es, 
immunities  or  exemptions  other  than  such  as  may  be,  by  the 
same  law  extended  to  any  member  of  the  community,  who  may 
be  able  to  bring  himself  within  the  provisions  of  such  law."'^ 

'*No  corporation  shall  be  created  or  its  powers  increased  or 
diminished  by  special  laws  but  the  General  Assembly  shall  pro- 
vide by  general  laws  for  the  organization  of  all  corporations 
*  *  *  which  laws  may  *  *  *  be  altered  or  repealed, 
and  no  such  alteration  or  repeal  shall  interfere  with  or  divest 
rights  which  have  become  vested/'* 

Statutes.^ 
General  Property  Tax. 

All  property  is  assessable  for  taxation  for  state  and  local  pur- 
poses, except  such  as  is  declared  exempt. 

Personal  property  is  assessed  annually,  real  estate  every  two 
years.  ^  The  law  requires  that  all  property  be  assessed  at  "  actual 
cash  value/*  which  is  defined  as  **the  amount  of  money  the  prop- 
erty would  sell  for  if  sold  at  a  fair,  voluntary  sale,'**  but  in  prac- 
tice it  is  usually  assessed  at  from  40  to  70  per  cent  of  such  value. ' 
Realty  and  tangible  personalty  are  assessed  in  the  taxing  district 
where  located,*'  intangible  personalty  where  the  corporation  has  its 

o  Constitution,  Art.  II,  sec.  39. 

The  legislature  may  itself  directly  impose  the  taxation  for  the  uses  of  a  municipal 
corporation.    I<uehrman  v.  Taxing  District,  yoTenn.,  425  (1879). 

ft  Constitution,  Art.  XI,  sec.  8. 

^Except  as  otherwise  indicated,  the  references  given  herein  are  to  the  Supplement 
to  the  Code  of  1896,  Shannon,  1897-1903. 

^  If  the  assessor  in  making  the  annual  assessment  of  personalty  finds  that  the  value 
of  any  real  estate  has  been  enhanced  by  permanent  improvements  or  decreased  by 
destruction  of  permanent  improvements,  amounting  to  $200  or  more,  the  assessment 
of  such  realty  is  to  be  changed.    Laws'  1907,  chap.  602,  sees.  3, 19,  20. 

«  Laws  1907,  chap.  602,  sec.  4. 

/  Interview  with  state  tax  officials,  1914. 

9  Laws  1907,  chap.  602,  sec.  5. 

The  assessment  of  property  at  its  actual  value,  though  nominally  authorited  and 
required  by  the  statutes,  is  excessive  and  void  as  in  violation  of  the  constitutional 
provision  requiring  tmiformity  in  taxation  when  all  other  property  in  the  State  is 
assessed  upon  a  lower  basis.  Railroad  and  Telephone  Cds.  v.  Board  of  Equalizers, 
etc.,  85  Fed.  Rep.,  302  (1897). 

The  actual  cash  value  is  the  only  practicable  basis  upon  which  taxes  can  be  made 
equal  and  imiform,  and  this  is  clearly  the  constitutional  requirement  and  legis- 
lative intent  and  should  be  the  effort  of  the  court  as  well  as  taxpayers.  CanoU  v. 
Alsup,  107  Tenn.,  257,  292  (1901). 
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domicile.*  The  fact  that  any  personalty  may  be  deposited  or 
out  of  the  possession  of  the  owner,  whether  in  or  outside  the 
State,  does  not  justify  its  omission  from  the  tax  list.*  Mineral 
and  timber  interests  and  all  other  interests  in  real  estate  are 
assessed  as  realty.^ 

Money  on  hand  or  on  deposit  or  invested  and  not  otherwise 
taxed,  notes,  choses  in  action,  accoimts,  mortgages,  and  other 
evidences  of  indebtedness,*  are  assessable  as  personalty  without 
any  deduction  for  indebtedness.  ^ 

Exemptions  include  property  of  the  United  States,  and  of  the 
State  and  its  minor  subdivisions,  property  belonging  to  religious, 
charitable,  *  scientific,  and  educational  institutions,  all  cemeteries, 
growing  crops,  the  direct  product  of  the  soil  of  the  State  in  the 
hands  of  the  producer  or  his  immediate  vendee,  and  articles  manu- 
factured from  the  products  of  the  State  in  the  hands  of  the  manu- 
facturer; f  personal  property  to  the  value  of  $1,000;  and  property 
protected  by  charter  or  contract  exemption.  ^ 

«  Grundy  County  v.  Tennessee  Coal,  etc.,  Co.,  94  Tenn.,  295  (1895). 

&  Laws  1907,  chap.  60a,  sec.  8. 

Notes  have  their  taxable  situs  at  the  domicile  of  the  creditor,  where  the  debtor 
resides  in  another  State.  A  deposit  in  a  bank  in  another  State,  payable  to  a  deceased 
resident  of  Tennessee,  is  taxable  in  Tennessee.    McKennon  v.  McPall,  127  Tenn.,  393 

<^Laws  1907,  chap.  602,  sec.  5,  subsec.  5. 

^  Interview,  state  tax  officials,  19 14.. 

<  It  was  held  that  a  certain  lodge  was  an  educational  and  charitable  institution  and 
that  the  renting  of  its  property  to  others  did  not  destroy  the  exemption  of  such  property 
from  taxation  under  the  statutory  provision  that  where  the  property  of  such  institution 
is  used  in  secular  business  competing  with  a  like  secular  business  which  pays  taxes  to 
the  State  it  shall  be  taxed.  Cumberland  Lodge  No.  8  P.  &  A.  M.,  v.  Nashville,  127 
Tenn.,  248  (1913). 

/  Logs  grown  on  tlje  soil  of  the  State,  when  in  the  hands  of  and  upon  the  yard  of  the 
ss^wyer  or  mill-operating  manufacturer  ready  to  be  sawed,  and  the  Itunber  upon  the 
yard  cut  from  said  logs,  are  articles  manufactured  from  the  produce  of  the  State  within 
the  meaning  of  article  2,  section  30,  of  the  constitution  of  the  State,  exempting  from 
taxation  all  articles  manufactured  from  the  produce  of  the  State.  Benedict  Bros.  v. 
Davidson  County,  no  Tenn.,  183  (1901). 

Property  imported  from  other  States  into  Tennessee,  already  manufactured  or  await- 
ing manufacture,  is  subject  to  the  tax  laws  of  the  State  and  is  not  exempt  as  interstate 
commerce.    Darnell  v,  Memphis,  116  Tenn.,  424  (1906). 

Goods  imported  into  Tennessee  for  the  express  purpose  of  reshipment  and  distribu- 
tion to  parties  outside  of  the  State  have  come  "  to  rest"  within  the  limits  of  the  State 
and  are,  therefore,  subject  to  taxation.    Logan  v.  Brown,  125  Tenn.,  209  (191 1). 

ff  Constitution,  Art.  II,  sees.  28,  30;  Laws  1907,  chap.  602,  sees,  i,  2,  sec.  25. 

Charter  exemptions  from  taxation  were  granted  before  the  adoption  of  the  state  con- 
stitution of  1870.    Since  that  time  it  has  not  been  within  the  power  of  the  legislattire 

85398**— 15 14 
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Capital-Stocky  or  Annual-Charter  Tax. 

Every  domestic  corporation  and  every  foreign  corporation  quali- 
fied to  transact  business  in  the  State,  is  required,  unless  exempt,  to 
pay  annually  to  the  State  for  state  purposes  a  tax  in  the  nature 
of  an  annual-charter  fee  ranging  from  $5  to  $150  according  to 
amotmt  of  authorized  capital  stock.* 

Steam,  Street  and  Interurban  Railroad,  Telegraph,  and  Telephone 
Companies. 

Domestic  and  foreign  steam,  street  and  interurban  railroad, 
telegraph,  and  telephone  companies,  pay  to  the  State  for  state 
purposes  and  locally  for  local  purposes  the  general  property  tax 
on  all  property  of  railroads  and  on  the  distributable  property  of 
telegraph  and  telephone  companies.  The  general  property  tax  on 
the  localized  property  of  telegraph  and  telephone  companies  is 
paid  locally  for  state  and  local  ptuposes.  In  addition  all  these 
companies  pay  to  the  State  for  state  purposes  the  annual  capital- 
stock  tax.**  Telegraph  and  telephone  companies  also  pay  to  the 
State,  and  street  railroads  pay  locally,  for  state  purposes  certain 
privilege  taxes.  * 

to  create  exemptions  other  than  those  permitted  by  the  state  cxmstitution,  Art.  2, 
sec.  28.    Tennessee  Tax  Digest  and  Criminal  Cost  Laws,  1907,  p.  154. 

Legislatures,  not  restrained  by  some  constitutional  limitation,  have  full  power  to 
provide ,  in  an  act  creating  a  corporation ,  for  an  exemption  of  its  property  from  taxation ; 
and  such  a  provision  in  the  charter  of  a  corporation  constitutes  a  contract  which  the 
State  may  not  subsequently  impair.  E.  Tenn.,  V.  &  G.  R.  Co.  v.  Pickerd,  24  Fed. 
Rep.,  614  (1885). 

A  state  statute  incorporating  a  railroad  company  which  provides  that  the  capital 
stock  of  the  company  shall  be  forever  exempt  from  taxation  and  that  the  road  with  all 
its  fixtures  and  appurtenances  ^all  be  exempt  from  taxation  for  the  period  of  20  years 
and  no  longer,  exempts  the  road,  its  fixtures  and  appurtenances  from  taxation  only 
for  the  term  named  in  the  act,  but  forever  exempts  shares  in  the  capital  stock  of  the 
company  in  the  hands  of  the  various  holders.  Tennessee  v.  Whitworth,  117  U.  S., 
129  (1886). 

The  charters  of  the  earlier  railroad  companies  incorporated  by  the  State  of  Tennessee 
contained  exemptions  from  taxation,  but  in  later  charters  the  legislature,  to  save 
repetition  instead  of  enumerating  all  the  powers  and  immtmities  intended  to  be  grsmted, 
was  content  to  refer  to  some  earlier  charter  and  give  to  the  new  company  "  aU  the 
rights,  powers,  and  privileges,"  of  the  old.  It  is  clear  that  the  legislature  intended 
to  confer  these  "rights,  powers,  and  privileges"  as  fully  as  if  specifically  repeated  in 
the  new  charter;  and  such  was  the  recognized  construction  of  such  charters  by  all 
the  departments  of  the  State  government  for  more  than  20  years.  Louisville  &  N.  R. 
Co.  V.  Gaines,  3  Fed.  Rep.,  266  (1880). 

A  Laws  1907,  chap.  434,  as  amended  by  Laws  1913,  first  extra  session,  chap.  13. 

6  The  rate  of  this  tax  for  telegraph  companies  ranges  from  $20  for  operating  less  than 
100  miles,  to  $700  for  operating  1,000  miles  of  wire,  and  in  addition  $20  for  each  100 
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For  assessment  purposes  property  of  these  companies  is  classi- 
fied by  statute  as:  (a)  Distributable  property,  or  property  having 
no  actual  situs,**  such  as  rolling  stock,  right  of  way,  bridges,  and 
all  other  right-of-way  superstructure  of  railroads;^  and  ** lines  of 
wire,  poles,  instruments,  batteries,  etc.,*'  of  telegraph  and  tele- 
phone companies ;  ^  and  choses  in  action  or  like  property ;  and  (6) 
localized  property,  or  property  both  real  and  personal  having 

miles  in  excess  of  1,000  and  less  than  6,000  miles  of  wire,  and  in  addition  $10  for  each 
zoo  miles  in  excess  of  6,000  miles  of  wire.    Laws  1909,  chap.  479,  sec.  5.  , 

The  rate  for  telephone  companies  ranges  from  20  cents  per  box  or  instrument  in 
counties  of  less  than  20,000  inhabitants  to  50  cents  in  cotmties  of  40,000  and  over;  and 
$3  per  box  where  tolls  are  charged.     Ibid. 

The  rate  for  street  railroad  companies  ranges  from  $3  per  mile  in  localities  of  less 
than  10,000  inhabitants  to  $10  per  mile  in  localities  of  60,000  or  over.  Each  cotmty 
and  municipality  is  authorized  to  levy  a  privilege  tax  on  street  railroad  companies 
not  exceeding  that  levied  for  state  pturposes.     Ibid.,  sees.  2,  4. 

a  Code,  Supp.,  p.  202,  sec.  7. 

State,  county,  mimicipal,  and  railroad  bonds  as  property  of  a  railroad  company 
are  assessable  for  taxation  as  its  distributable  property  and  not  as  its  localized  prop- 
erty.   State  V,  Railroad,  96  Tenn.,  385  (1896). 

It  was  not  intended  by  Acts  1897,  chap.  5,  sees.  6,  7,  and  8,  to  alter,  change,  or 
modify  the  description  or  definitions  of  distributable  and  localized  property  as  set 
forth  in  Acts  1882  (extra  session),  chap.  16,  sees.  2  and  3.  The  term  "roadbed,''  as 
used  in  sees.  2  and  3  of  the  act  of  1882,  and  the  terms  "road, "  as  used  in  sec.  6  of  the 
act  of  1897,  and  "roadbed,"  as  used  in  sec.  7  of  the  act  of  1897,  were  intended  by 
the  legislature  to  be  used  not  only  as  synonymous  and  interchangeable  terms,  but  as 
synonymous  with  the  "roadway''  or  "right  of  way"  of  a  railroad.  In  other  words, 
"roadway"  is  practically  synonymous  with  a  "right  of  way,"  which  has  a  twofold 
significance,  meaning,  as  applied  to  railroads,  not  only  the  right  to  cross  property,  but 
also  the  strip  which  the  railroad  appropriates,  or  the  space  of  ground  allowed  a  rail- 
road by  law  on  which  to  construct  its  roadbed,  which  in  this  State  can  not  be  more 
than  200  feet  to  railroads  incorporated  under  the  general  act  (Acts  1875,  chap.  142, 
sec.  6);  and  we  tmderstand  a  similar  restriction  is  imposed  upon  the  Nashville  and 
Chattanooga  Co.  by  its  charter.  Opinion  of  Attorney  General  Gates,  as  published  in 
Tennessee  Tax  Digest  and  Criminal  Cost  I«aws,  1907,  pp.  271-272. 

The  legislature  intended  distributable  property  to  include  the  roadbed  or  road- 
way, meaning  the  right  of  way,  as  hereinbefore  defined,  with  the  tracks  thereon  (both 
main  tracks  and  sidings,  or  switches,  incident  thereto),  the  franchises,  choses  in 
action,  and  personal  property  having  no  actual  situs;  and  that,  when  its  application 
will  result  in  a  valuation  in  approximate  conformity  with  the  constitution,  the  mileage 
basis  should  be  followed  in  the  assessment  of  distributable  property.  In  other  words, 
the  mileage  basis  is  the  rule  generally  applicable  to  such  property,  to  be  departed 
from  only  when  its  application  would  result  in  failure  to  attain  a  constitutional  assess- 
ment, both  as  to  value  and  uniformity.    Ibid. 

&  Code, Supp.,  pp.  202,  203,  sees.  6,  7,  8. 

The  localized  property  of  a  railroad  includes  not  only  depot  buildings,  but  all  other 
real  estate  having  an  actual  situs,  such  as  " office  buildings ' '  or  the  " yards ' '  or  "termi- 
nals" with  whatever  may  be  erected  thereon,  off  of  and  not  a  part  of  the  roadway. 
Opinion  of  Attorney  General,  as  published  in  Tennessee  Tax  Digest  and  Criminal  Cost 
Laws,  1907,  p.  272. 

c  Code,  Supp.,  p.  205,  sec.  19. 
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an  actual  situs,  such  as  real  estate,  except  right  of  way,  depots, 
and  other  buildings  of  raikoad,  telegraph,  and  telephone  com- 
panies. * 

The  railroad  commission  assesses  biennially  both  the  distribu- 
table and  localized  property  of  raikoads  and  the  distributable 
property  of  telegraph  and  telephone  companies.  *  County  asses- 
sors assess  the  localized  property  of  telegraph  and  telephone 
companies.*^ 

The  railroad  commission  is  directed  by  statute  to  consider  the 
values  of  capital  stock,  of  corporate  property,  and  of  franchise, 
the  amount  of  gross  receipts,  and  the  market  value  of  both 
stocks  and  bonds.  ^  This  is  done  by  taking  the  average  of  three 
results,  the  first  of  which  is  foimd  by  adding  to  the  market  value 
of  the  stock  the  market  value  of  the  bonds;  the  second,  by  cap- 
italizing the  net  earnings  at  lo  per  cent;  and,  the  third,  by  using 
the  values  reported  by  the  companies  for  taxation  and  other  pur- 
poses. *  The  average  thus  f  oimd  equals  the  aggregate  value.  From 
this  aggregate  value  is  deducted,  in  addition  to  an  exemption  of 

a  Code,  Supp.,  p.  202,  sec.  8;  p.  205,  sec.  19. 

b  Ibid.,  pp.  199,  200,  205,  sees.  la,  2,  18. 

<i  Ibid.,  p.  205,  sec.  19. 

^  Ibid.,  pp.  201,  202. 

The  primary  duty  of  assessors  of  railroad  property  is  to  ascertain  its  value;  and  while 
the  mileage  basis  should  be  followed  in  the  assessment  of  distributable  property  when 
the  result  will  be  to  ascertain  the  value  of  such  property,  nevertheless  the  state  board 
of  assessors  is  not  required  to  absolutely  follow  the  mileage  basis  when,  on  account  of 
the  situation  or  peculiar  use  of  the  property,  the  applicationof  such  rule  would  result 
in  discrimination  or  failure  to  attain  approximately  the  constitutional  standard  in 
respect  of  value ;  but  in  such  case  it  is  the  duty  of  the  assessors,  in  order  to  ascertain 
the  value  of  any  property  subject  to  assessment  by  them,  to  take  into  consideration 
all  elements  of  value  entering  into  the  property  and  to  that  end  to  exercise  the  full 
power  to  obtain  information  conferred  (Acts  189.7,  chap.  5,  sec.  5)  upon  them,  in  order 
to  enable  them  to  better  arrive  at  the  true  value  of  the  property.  Opinion  of  Attorney 
General  Gates,  as  published  in  Tennessee  Tax  Digest  and  Criminal  Cost  Laws,  1907, 
p.  272. 

«  Interview  with  state  tax  officials,  October,  1914. 

The  following  description  of  the  method  of  making  the  191 2  assessment  is  taken 
from  the  report  of  the  Tennessee  Railroad  Commission,  1911-12,  p.  16: 

"  The  data  for  the  assessment  was  gathered  in  the  usual  manner  from  the  r^;ular 
schedules  sent  out  by  the  comptroller,  and  the  answers  to  interrogatories  prepared  by 
the  commission  for  the  development  of  all  information  deemed  necessary  to  determine 
the  value  of  the  properties  in  accordance  with  the  provisions  of  the  statutes.  The 
president  or  the  general  manager  of  the  company,  in  each  instance,  makes  sworn 
answer  to  the  interrogatories  and  a  s\\'om  report  on  the  regular  schedules.  The  com- 
mission looks  to  these  reports  and  compares  them  with  tlie  annual  reports  to  stock- 
holders and  with  the  statistics  obtained  from  Poor's  Manual.  In  addition  to  this, 
inforination  is  sought  from  every  available  sotu-ce  as  to  the  value  and  the  earning 
capacity  of  the  properties  to  be  assessed.    In  valuing  localized  property  in  the  larger 
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$1  jOcx),**  the  value  of  localized  property  within  and  without  the  State. 
The  remainder,  after  equalization  at  from  60  to  70  per  cent,  *  is  taken 
as  the  entire  value  of  distributable  property  and  reduced  to  separate 
valuations  per  mile  for  each  main  stem,  branch  line,  or  extension  of 
a  railroad  company,  or  for  the  route  of  a  telegraph  or  telephone  com- 
pany.*^ The  ntunber  of  miles  of  railroad  track  or  of  telegraph  or  tele- 
phone route  within  the  State  multiplied  by  their  respective  valua- 
tions per  mile  equals  the  value  of  the  distributable  property  of  any 
•such  company  taxable  for  state  purposes  in  Tennessee,  and  the  respec- 
tive valuations  per  mile  multiplied  by  the  number  of  miles  of  track 
or  route  in  any  county  or  incorporated  city  equals  the  value  of 
distributable  property  therein  taxable  for  local  purposes/ 

The  valuation  of  localized  railroad  property,  although  assessed 
by  the  railroad  commission,  is  not  apportioned  on  the  mileage 

towns  and  cities,  the  commission  calls  on  the  mayor  of  the  city  and  the  judge  of  the 
county  court  to  name  a  competent  person  to  inspect  the  property  and  give  swora 
testimony  as  to  its  value.  The  commission  can  not  possibly  know  the  value  oi  real 
estate  and  other  localized  property  in  the  various  towns  and  cities  of  the  State,  and  as 
the  county  and  city  are  interested  in  the  revenues,  it  has  been  deemed  proper  to 
secure  proofs  of  the  value  of  the  localized  property  in  the  manner  above  mentioned. 
In  arriving  at  the  value  of  property  in  the  smaller  towns  and  in  the  country,  a  copy  of 
the  list  of  localized  property  is  made  out  from  the  schedules,  with  the  valuation  placed 
upon  it  by  the  railroad  company,  and  sent  to  the  county  judge  or  chairman  of  the 
cotmty  court,  with  the  request  that  he  value  the  property  and  report  the  same  to  the 
commission.  It  is  presumed  that  the  county  judge  or  chairman  of  the  county  cotut, 
being  the  financial  agent  of  the  cotmty,  will  make  a  fair  and  equitable  assessment  of 
the  localized  property  of  the  railroad  company.*' 

^  Code,  Supp.,  p.  302,  sec.  7. 

A  railroad  company  is  entitled  to  the  exemption  of  $1,000  from  taxation,  but  where 
it  is  allowed  exemption  upon  its  main  stem  none  should  be  allowed  it  upon  its  exten- 
sions, branches,  or  other  xx>ads.     Railroad  v.  Bate,  So  Tenn.,  573  (1883). 

&  Interview  with  state  tax  officials,  November,  1914. 

c  Code^  Supp.,  p.  202,  sec.  7;  p.  205,  sec.  19. 

The  main  stem,  extensions,  and  branches  of  a  railroad  company,  as  well  as  roads 
bought  or  leased,  should  be  assessed  separately,  and  the  value  of  each  should  be 
apportioned  to  the  several  cotmties  and  towns  through  which  they  respectively  run, 
in  proportion  to  the  relative  length  in  the  counties  and  towns  to  the  whole  length. 

The  roadbed,  franchise,  and  superstructure  are  so  essentially  intermingled,  each  so 
indispensable  to  the  value  of  the  others,  that  they  should  be  assessed  together.  Rail- 
road V.  Bate,  80  Tenn.,  573  (1883). 

The  sidetracks,  switches,  and  industrial  tracks  off  the  main  right  of  way,  but  used 
as  part  of  the  general  system,  and  for  the  same  ptuposes  as  such  tracks  on  the  main 
right  of  way  are  used,  must  be  assessed  for  taxation  as  "distributable  property"  and 
not  as  "localized  trackage  off  the  main  right  of  way;**  but  all  buildings,  coal  bins, 
roundhouses,  machine  shops,  depot  buildings,  and  other  structures  located  on  the 
terminal  yards,  must  be  assessed  as  "  localized  property.  **  Nashville,  C.  &  St.  L.  Ry. 
Co.  V,  Board  of  Equalization,  122  Tenn.,  i  (1909). 
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basis,  but  is  certified  for  local  taxation  to  the  counties  and  incor- 
porated cities  wherein  the  different  items  of  such  property  are 
located.  As  previously  stated,  the  localized  property  of  telegraph 
and  telephone  companies  is,  Uke  the  general  mass  of  property, 
assessed  and  taxed  locally  for  state  and  local  ptuposes. 

Street  and  interurban  railroads  are  assessed  by  the  raikoad 
commission  and  taxed  in  practically  the  same  manner  as  steam 
railroads.  ** 

Express  Companies. 

Express  companies,  domestic  and  foreign,  are  subject  to  a 
state  privilege  tax,  ranging  from  $i,ooo  to  $2,500  per  annum, 
according  to  the  length  of  route  in  the  State.  *  They  also  pay  the 
general  property  tax  assessed  and  collected  locally  for  both  state 
and  local  purposes*'  and  the  capital-stock  or  annual  charter  tax 
for  state  purposes.** 

Car  Companies. 

Sleeping-car  companies  pay  to  the  State  for  state  purposes 
an  annual  privilege  tax  of  $3,000*  and  the  capital-stock  or  annual 
charter  tax.     Their  cars  are  not  taxable  in  the  State.* 

»  Laws  1905,  chap.  513. 

The  right  of  way  of  a  street  railroad  is  an  casement  and  assessable  as  realty',  and 
this  easement  and  the  franchise  may  be  assessed  together  as  an  item  separate  from  its 
other  property,  though  it  would  be  better  to  assess  the  company's  property  as  a  whole, 
including  as  elements  of  value  its  franchise,  right  of  way,  iron  rails,  ties,  spikes,  etc., 
as  together  constituting  so  much  street  railway.  Railroad  v.  Morrow,  87  Tenn.,  406 
(1889).  -• 

^  Laws  1909,  chap.  479,  sec.  5. 

c  Where  the  only  statutory  provision  made  for  the  assessment  of  the  intangible* 
property  of  foreign  corporations  doing  business  in  this  and  other  States,  is  a  provision 
that  foreign  corporations  having  branch  factories  or  businesses  in  this  State  shall  only 
be  assessed  on  the  actual  cash  value  of  the  corporate  property,  Including  therein  the 
franchises  and  intangible  values  of  the  corporation  in  this  State,  the  intangible  prop- 
erty of  a  foreign  express  company  doing  business  in  this  and  other  States  can  not  be 
assessed  and  taxed  thereunder,  because  the  statute  does  not  fix  the  situs  of  the  intangi- 
ble property  of  such  foreign  corporations,  or  provide  for  valuing  and  assessing  the  same 
for  taxation.    Southern  Express  Co.  2;.  Patterson,  122  Tenn.,  279  (1909). 

<*  Interview  with  state  tax  officials,  November,  1914. 

«  A  State  has  power  to  tax  property  permanently  located  within  its  jurisdiction, 
although  it  be  employed  in  interstate  commerce.  When  the  property  is  not  con- 
tinuously the  same,  but,  as  in  the  case  of  cars,  is  constantly  changing,  the  State  may 
fix  the  tax  by  an  appraisement  of  the  average  number  so  used.  But  in  order  to 
exercise  such  power  the  State  must,  by  appropriate  legislation,  fix  a  taxable  situs 
for  such  movable  property  and  provide  a  method  and  basis  for  its  assessment.  This 
the  State  has  not  done  with  respect  to  passenger  cars  owned  by  nonresident  corpora- 
tions.   Tamble  v.  Pullman  Co.,  207  Fed.  Rep.,  30  (19 13). 
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■ 

Freight-car  companies  pay  the  annual  capital-stock  tax.  They 
are  also  subject  to  the  general  property  tax  payable  to  the  State 
for  state  purposes,  and  payable  locally  for  local  purposes,  upon 
the  value  of  the  average  number  of  cars  used  in  the  State.  This 
average  number  of  cars  and  the  value  thereof  are  reported  by  the 
railroad  companies.  The  railroad  commission  has  authority  to 
assess  such  companies  and  to  obtain  additional  information  as  to 
the  value  of  their  cars.** 

Public  Utility  Companies. 

Electric-light,  power,  gas,  lighting,  and  water  companies,  and 
all  quasi-public  corporations  not  hereinbefore  treated,  pay  locally 
the  general  property  tax  for  state  and  local  purposes  on  all  prop- 
erty, including  franchises.  In  addition  they  pay  locally  for  state 
purposes  certain  privilege  taxes,  and  to  the  State  for  state  pur- 
poses the  capital-stock  or  annual  charter  tax.*  Each  county 
and  municipality  is  authorized  to  levy  privilege  taxes  not  exceed- 
ing in  amount  that  levied  for  state  purposes.^ 

Assessments  for  general  property  taxation  are  made  by  county 
assessors  and  based  on  the  value  of  property,  including  franchises, 
easements,  incorporeal  rights  and  privileges.  In  computing  the 
taxable  value  of  the  property  of  such  corporations  the  assessors 
are  directed  by  statute  to  deduct  from  the  market  or  actual  value  of 
the  shares  of  stock  and  bonded  debt  the  assessed  value  of  real  estate 
and  tangible  personalty.  The  remainder,  or  excess,  is  taxed  in  the 
taxing  district  where  the  principal  office  is  located,  or  in  the 
district  or  incorporated  town  wherein  the  main  property  is  used, 
and  the  real  estate  and  tangible  personalty  are  taxed  where  located.^ 

The  rates  of  the  privilege  taxes  payable  for  state  purposes 
range:  From  $25  for  electric  light  and  power  companies,  oper- 
ating in  taxing  districts  of  1,000,  to  $750  in  taxing  districts  of 

o  Code,  Supp.,  pp.  206-209. 

ft  Laws  1907,  chap.  434. 

c  Laws  1909,  chap.  479,  sec.  2. 

d  Laws  1907,  chap.  602,  sec.  5,  par.  4,  and  sec.  21. 

"The  property  of  every  street  railroad,  gas,  and  electric-light  company,  including 
their  franchises  used  within  any  town,  city,  or  taxing  district  where  the  oflSce  of  the 
company  is  located  outside  of  such  incorporated  city  or  town  or  taxing  district,  but 
with  the  main  property  within  the  city,  shall  be  taxed  in  the  city,  town,  or  taxing 
district,  as  if  the  office  was  situated  within  the  city  limits,  and  the  property,  includ- 
ing franchises  of  corporations  and  joint-stock  companies  that  lie  wholly  or  mainly 
within  any  incorporated  city,  taxing  district,  or  town,  or  whose  chief  business  is 
within  any  incorporated  city,  taxing  district,  or  town,  shall  be  assessed  for  taxation 
in  such  city,  taxing  district,  or  town;  provided  that  all  realty  and  tangible  personalty 
shall  be  taxed  in  the  district  where  situated."    Ibid.,  sec.  5,  par.  4. 
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100,000  inhabitants  or  over;  from  $50  for  gas  companies,  oper- 
ating in  taxing  districts  under  4,000,  to  $700  in  taxing  districts 
of  70,000  inhabitants  or  over;  from  $10  for  lighting  companies, 
other  than  gas  or  electric,  operating  in  taxing  districts  mider 
20,000,  to  $100  in  taxing  districts  of  50,000  inhabitants  or  over; 
from  $10  for  water  companies,  operating  in  taxing  districts  of 
less  than  6,000,  to  $800  in  taxing  districts  of  50,000  inhabitants 
or  over.* 

.  Each  company  of  the  above-named  classes  is  required  to  report 
annually  to  the  county  assessor  details  as  to  the  amount  and 
value  of  its  authorized  and.  issued  capital  stock,  outstanding 
indebtedness,  and  property  of  all  kinds,  and  such  other  facts  as 
I4ay  be  deemed  necessary  by  the  assessor.  * 

Navigation  Companies. 

Navigation  companies  pay  the  annual  capital-stock  tax  to  the 
State  for  state  purposes.  * 

Steamboats,  ferryboats,  and  other  water  craft  are  subject  to  the 
general  property  tax  assessed  and  collected  locally  for  both  state 
and  local  purposes,  but,  *4n  assessing  steamboats  and  ferryboats, 
boats  navigating  within  streams  within  or  bordering  on  this  State, 
the  same  shall  only  be  assessed  to  the  extent  of  the  interest  therein 
of  any  person,  company,  corporation,  or  firm  residing  or  doing 
business  in  this  State. ''^ 

Manufacturing,  Mining,  Miscellaneous,  and  Mercantile   Corpora- 
tions. 

Manufacturing,  mining,  miscellaneous,  and  mercantile  corpora- 
tions pay  locally  the  general  property  tax  for  state  and  local  pur- 
poses.* In  addition,  they  pay  to  the  State  for  state  purposes  the 
capital-stock  or  annual  charter  tax,*  and  certain  classes  pay 
locally  for  state  purposes  privilege  taxes,  which  in  most  instances 

^  Laws  1909,  chap.  479,  sec.  4. 

^  Laws  1907,  chap.  602,  sec.  21. 

cJbid.,  chap.  434. 

^  Ibid.,  chap.  602,  sec.  8,  par^raphs  4,  10. 

Steamboats  belonging  to  a  corporation  and  used  in  transporting  freight  and  passen- 
gers between  States  can  be  taxed  in  the  State  under  the  laws  of  which  the  corpoiatlon 
is  created  aiid  exists,  at  the  home  port  of  the  company  and  at  their  situs  when  at  rest. 
The  State  can  neither  impose  a  tax  upon  the  capital  stock  of  a  corporation  of  another 
State,  nor  upon  its  boats  engaged  in  interstate  commerce,  making  only  temporary 
landings  in  Tennessee;  nor  a  privilege  tax  for  carrying  on  the  business  of  such  inter- 
state commerce.    Harrell  v.  Speed,  113  Tenn.,  224  (1904). 

«Laws  1907,  chap.  602,  sees.  22,  23,  26. 
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may  be  levied  by  counties  and  incorporated  cities  in  amounts  not 
exceeding  those  for  state  pmposes.** 

Real  estate  and  tangible  personalty  of  these  four  classes  of 
companies  are  assessed  and  taxed  where  located.  ^  Assessments  of 
manufacturing  companies  for  general  property  taxation  are  made 
by  coimty  assessors,  based  on  the  value  of  property,  including 
franchise  and  all  other  intangible  values.  In  computing  the  tax- 
able value  of  such  corporations  the  assessors  are  directed  by 
statute  to  deduct  from  the  market  or  actual  value  of  the  shares  of 
stock  and  bonded  debt  the  assessed  value  of  real  estate  and  tan- 
gible personalty  and  the  value  of  articles  in  possession  manufac- 
tured from  the  produce  of  the  State.*  The  remainder  or  excess  is 
taxed  in  the  civil  district  named  in  the  charter  of  the  company  as 
the  meeting  place  of  the  stockholders,  or  at  the  principal  office  or 
place  of  business  if  no  such  meeting  place  is  so  named.^  Mis- 
cellaneous corporations  are  assessed  in  the  same  manner  as  manu- 
facturing companies,  except  that  no  deduction  for  products  of  the 
soil  is  allowed.^ 

Assessments  of  mercantile  companies  *  also  are  made  by  county 
assessors  and  based  on  the  average  amount  of  capital  /  invested 
in  the  business.  This  is  computed  by  dividing  by  two  the  highest 
and  the  lowest  amount  of  stock  on  hand  during  the  year  and 

a  Laws  1909,  chap.  479,  sec.  2. 

^  Laws  1907,  chap.  ^02,  sec.  22, 

Where  the  statute  has  not  fixed  the  situs  for  the  taxation  of  intangible  personalty 
of  a  domestic  corporation  such  personalty  may  be  assessed  at  the  domicile  of  the 
corporation.    Grundy  County  v,  Tennessee  Coal,  etc.,  Co.,  94  Tenn.,  295  (1895). 

^ItSLws  1907,  chap.  602,  sec.  23. 

<IIbid.,  sec.  21. 

« Ibid.,  sec.  26. 

A  manufacturer  of  agricultural  implements  is  not  a  dealer  or  merchant  within  the 
meaning  of  the  revenue  laws  (Acts  1907,  chap.  602,  sees.  8,  26,  27,  and  Acts  1909, 
chap.  479,  sec.  3).  A  merchant  is  distinguished  from  a  manufactiuer  in  that  he  sells 
to  earn  a  profit  and  the  mantifacturer  sells  to  take  a  profit  already  earned.  While  a 
mantifacturer  selling  his  own  manufactured  articles  is  a  dealer,  still  his  dealings  are 
merely  incidental  to  his  occupation  of  manufacturer.  It  is  a  settled  rule  of  interpre- 
tation in  this  State  that  statutes  levying  taxes  or  duties  upon  citizens  will  not  be 
extended  by  implication  beyond  the  clear  import  of  the  language  used,  nor  will  their 
operation  be  enlarged  so  as  to  embrace  matters  not  specifically  pointed  out,  although 
standing  upon  a  close  analogy.  All  questions  of  doubt  arising  upon  the  construction 
of  the  statute  will  be  resolved  against  the  Government  and  in  favor  of  the  citizen, 
because  burdens  are  not  to  be  imposed  beyond  what  the  statute  expressly  imports. 
Chattanooga  Plow  Co.  v.  Hays,  125  Tenn.,  148,  155  (1911). 

/  The  term  "  capital ' '  as  used  in  this  connection  is  declared  by  statute  to  mean  "the 
average  amount  of  stock  on  hand  during  the  year  in  which  it  is  offered  for  sale." 
Laws  1907,  chap.  602,  sec.  26. 
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adding  to  the  remainder  the  value  of  office,  and  like  fixtures.  If, 
however,  the  valuation  thus  obtained  is  less  than  the  capital  in- 
vested, the  tax  is  based  on  capital  stock.  The  privilege  tax  paid 
by  all  mercantile  companies  is  levied  on  each  $100  of  taxable  prop- 
erty value  at  the  rate  of  1 5  cents — one-half  is  for  state  and  one- 
half  is  for  school  purposes.  Privilege  taxes  are  also  levied  for 
dealing  in  certain  specified  commodities  and  for  conducting  various 
specified  lines  of  business." 

Corporations  of  the  above-named  classes  are  required  to  report 
details  with  respect  to  capital  stock,  bonded  debts,  dividends, 
surplus,  capital  invested,  receipts,  etc.* 

Stockholders  and  Bondholders.  , 

Shares  of  stock  and  bonds  of  all  corporations  treated  herein, 
except  shares  in  manufacturing  companies,  are  taxable  to  the 
holder.*' 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are  taxed 
practically  upon  the  same  basis  as  similar  domestic  corporations.** 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  28  per  cent. 

Total  State  Receipts,  Taxes  prom  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  December  19,  1912.^ 

Total  state  receipts,  all  sources $4, 467,  042.  03 

State  taxes  from  corporations: 

Railroads,  general  property $282, 887.  57 

Street  railways — 

General  property * 47,  783.  75 

Mileage 3, 17a  17 

a  Laws  1909,  chap.  479. 

^  Laws  1907,  chap.  602,  sees.  21,  22,  26. 

<i  Ibid.,  sec.  S,  class  6,  and  sec.  22. 

The  legislature  of  the  State  may  distinguish  between  the  interest  of  a  corporate 
body  in  its  capital  or  capital  stock  and  that  of  the  individual  shareholder  as  separate 
subjects  of  taxation,  so  that  one  may  be  taxed  and  the  other  exempt,  or  both  governed 
by  the  same  rule  of  taxation  or  exemption  at  its  discretion.  State  of  Tenn.  v.  Whit- 
worth,  22  Fed.  Rep.,  75  (1884).    Judgment  affirmed  117  U.  S.,  129  (1886). 

It  was  the  legislative  intention  under  Laws  1907,  chap.  602,  sees.  8  and  22,  to  assess 
the  capital  stock  and  corporate  property  of  all  manufacturing  corporations,  iv'hether 
foreign  or  domestic,  and  hence  the  shares  of  such  corporations  so  assessed  are  exempt 
from  further  taxation.     Fertilizer  Co.  v.  McFall,  128  Tenn»,  645  (1912). 

<*  Code,  sec.  2553;  Laws  1907,  chap.  602,  sec.  23. 

«  Report  of  State  Comptroller,  1911-12,  pp.  40-41 
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State  taxes  from  corporations — Continued. 

Sleeping  car  companies,  fixed  sum $3,  ooa  00 

Express  companies,  mileage 7, 500. 00 

Telegraph  companies,  general  property  and  mileage .  4, 1 1 5.  58 
Telephone  companies,  general  property  and  instru- 
ment   17, 951. 42 

Electric  light  and  gas  companies,  privilege  taxes. . .  7, 173. 12 

News  companies 3,  75a  00 

Building  and  loan  associations. 7, 366. 00 

Insurance  companies,  taxes  and  fees 503,  531.  73 

Tax  on  charters  (capital  stock) 88, 453.  05 

Fees,  filing  corporation  reports 73, 472.  70 

Total  ascertainable  state  taxes  from  corporations $1, 050, 155.  09 

Other  taxes:    • 

Liquor  privilege  tax 344i  546. 30 

Transfer  tax  on  realty 80, 828.  70 

Coal-oil  inspection 62, 803.  02 

Delinquent  taxes 25, 521. 16 

Inheritance  tax 164, 961.  79 

Business  privilege  tax 3 10, 396.  72 

General  property  tax i»  7i3»  122.  03 

Total  state  taxes  not  from  corporations 2,  702, 179.  72 

Total  taxes  for  state  purposes,  all  sources 3,  752, 334.  81 

Receipts  from  sources  other  than  taxes: 

State  penitentiary  receipts 551, 464.  69 

Fees  from  court  clerks 84, 042.  23 

Bureau  of  agriculttu-e 51, 6ia  64 

Secretary  of  state,  miscellaneous 21,  714.  50 

State  prosecutions 5, 401.  97 

Sale  old  penitentiary  site 473. 19 

Total  receipts  from  sources  other  than  taxes 714,  707.  22 

Total  state  receipts,  all  sotu-ces 4, 467, 042.  03 

IV.  COMMENTS. 
Historical  Review. 

It  is  worthy  of  note  that  as  early  as  1858  the  annual  gross 
income  was  one  of  the  items  to  be  considered  in  estimating  the 
taxable 'value  of  such  establishments  as  mills,  distilleries,  mines, 
and  manufacturing  concerns,  as  well  as  turnpikes,  bridges,  ferries, 
and  wharves.**  Capital  loaned  or  deposited  at  interest,  invest- 
ments by  inhabitants  of  the  State  in  stocks  out  of  the  State,  and 
"all  other  stocks"  were  taxed.* 

o  Code  of  Tenn.,  Meigs  &  Cooper,  1858,  p.  179.  The  laws  declared  an  exemption 
from  taxation  as  to  tlie  capital  or  property  of  every  incorporated  company  exempted 
from  such  taxation  in  its  charter.     Ibid.,  p.  172. 

As  to  various  charter  exemptions  to  railroad  companies,  see  p.  190,  footnotes. 

ft  Code  of  Tenn.,  Meigs  &  Cooper,  1858,  p.  172.  A  few  business  taxes  were  in  force, 
such  as  that  on  the  business  of  banking  by  companies,  which  was  25  cents  on  each 
$100  of  the  capital.     Ibid.,  p.  176. 
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In  1867  it  was  provided  that  sawmills  and  manufacturing  estab- 
lishments should  be  included  in  the  '*  general  assessment  of  prop- 
erty and  stock  at  its  value,"  and  laws  otherwise  taxing  such 
establishments  were  repealed."  About  this  time  express  and 
telegraph  companies  were  paying  annual  license  taxes.  ^ 

In  1870  merchants  were  required  to  pay  an  ad  valorem  tax 
upon  the  capital  invested  and  a  license  tax  based  upon  the  amotmt 
of  capital.^  In  the  same  year  shares  of  stock  in  banks  and  all 
public  bonds,  or  stocks,  other  than  bonds  of  the  United  States, 
were  declared  to  be  taxable,  together  with  all  incomes  from  bonds 
or  stocks  which  were  exempted  from  taxation  by  the  Jaws  of  the 
United  States  or  the  State.  **  An  act  of  the  same  year  exempted 
products  of  the  soil  of  the  State  from  taxation  and  articles  manu- 
factured from  the  produce  of  the  State.  ^  The  next  year  a  net- 
earnings  tax  was  placed  not  only  upon  railroad  companies  but 
upon  every  other  incorporated  company  doing  business  in  the 
State,  except  those  having  charitable  and  religious  objects. ' 

By  1883  some  changes  had  been  made  in  the  taxation  of  express 
and  telegraph  companies.*'  The  ''actual  stock"  in  each  stock 
company  or  corporation  invested  in  business  was  taxable  as  per- 
sonal property,  as  well  as  were  all  bonds,  stocks,  and  other  like 
securities,  other  than  such  as  were  exempt  from  taxation  imder 
the  national  or  state  laws.* 

,  At  this  time  (1883)  in  assessing  railroad  companies  the  distinc- 
tion between  distributable  and  localized  property*  was  made, 
and.  franchise  was  among  the  items  to  be.  assessed  as  distributable 
property.     In  fact,  the  method  of  assessing  and  apportioning  the 

fl  Statutes  of  Tenn.,  Shankland,  1858-71,  p.  198. 

^  Ibid.,  pp.  aoo  and  201.  Express  companies,  from  $500  to  $1,000  per  annum, 
dependent  upon  length  of  their  lines;  and  telegraph  companies,  $500  per  annum  in 
lieu  of  all  other  state,  county,  or  municipal  taxes. 

c  Ibid.,  p.  206. 

^  Ibid.,  p.  202.  • 

«  Ibid.,  p.  208.  See  Constitution  1796,  Art.  I,  sec.  27;  .1834,  Art.  II,  sec.  30;  and 
1870,  Art.  II,  sec.  30,  exempting  such  manufactured  articles  from  taxation. 

/  Statutes  of  Tenn.,  Shankland,  1858-71,  p.  210.     Six  mills  on  the  dollar. 

<f  Tenn.  Code,  1884,  Milliken  &  Vertrees,  sec.  617.  The  rate  on  express  companies 
was  increased  to  an  amount  varying  from  $1,000  to  $2,000  per  annum,  def>endcnt 
upon  the  length  of  line,  and  telegraph  companies  were  required  to  pay  from  $10  to 
$100  for  each  office  or  station,  according  to  the  population  of  the  toT^Ti. 

For  the  various  laws  imposing  privilege  taxes  on  sleeping-car  companies  based  on 
the  number  of  cars  used,  see  infra  "State  Privilege  Tax  Must  Not  Amount  to  a 
Tax  on  Interstate  Commerce,"  p.  204. 

*Tenn.  Code,  1884,  Milliken  &  Vertrees,  sec.  634.  The  amount  of  income  derivde 
from  United  States  bonds  and  all  other  stocks  and  bonds  not  taxed  ad  valorem,  was 
taxable. 

«"  As  described  supra,  Pt.  II. 
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value  of  railroads  had  become  practically  the  same  as  at  present.** 
Telegraph  companies  had  been  placed  on  the  same  footing  as  rail- 
road companies  with  respect  to  the  methods  of  assessment  for  ad 
valorem  taxation.  ^ 

By  1887,  express,  sleeping-car,  telegraph,  telephone,  and  news 
companies  had  all  become  subject  to  the  payment  of  a  privilege 
tax  direct  to  the  State/  Under  the  assessment  law  passed 
in  that  year,  shareholders  and  bondholders  were  taxed,  but 
the  capital  stock  of  the  corporation  was  not  assessed  against 
the  company.^  Two  years  later,  however,  the  method  was  re- 
versed, and  corporations,  other  than  banking  and  quasi-public 
corporations,  were  required  to  pay  an  ad  valorem  tax  upon  the 
capital  stock,  while  the  shares  were  not  assessed  for  taxation  in 
the  hands  of  the  holders.*  In  the  case  of  quasi-public  corpora- 
tions the  method  was  to  ascertain  the  value  of  the  capital  stock 
the  same  as  for  corporations  in  general,  then  subtract  the  value  of 
the  real  estate  assessed  in  wards,  districts,  or  counties,  other,  than 
those  in  which  the  corporation  was  located. 

The  last  important  change  in  the  tax  laws  relating  to  corpora- 
tions was  the  revision  of  the  law  providing  for  the  privilege  tax 
on  sleeping-car  companies,  in  order  that  it  might  not  be  regarded 
as  a  tax  upon  interstate  commerce.^ 

Necessity  for  Permanent  System  of  Revenue  Laws. 

In  1908  the  comptroller  said:  **I  would  repeat  as  earnestly  as 
I  can  my  previous  suggestion  as  to  the  wisdom,  if  not  the  absolute 
necessity  of  permanent  and  stable  revenue  laws.  When  those 
laws  are  constantly  repealed  and  new  laws  enacted  at  every  meet- 
ing of  the  general  assembly,  it  is  impossible  not  only  for  the  people 
to  understand  them,  but  even  for  those  charged  with  their  ad- 


a  Tenn.  Code,  1884,  Milliken  &  Vertreesrsecs.  686  et  seq.  It  was  provided  tliat  the 
cash  value  of  the  individual  shares  should  not  be  deducted  from  any  valuation,  and 
that  no  railroad  company  should  have  any  exemption  except  $1,000. 

6  Ibid.,  sees.  709-711.  The  provisions  of  the  railroad  tax  law  of  1875  were  made 
applicable  to  telegraph  companies. 

c  Code,  Suppl.,  1885-1893,  Shannon,  p.  19. 

d  Acts  of  Tenn.,  1887,  chap.  2,  p.  27.  The  market  value  of  the  shares  and  bonds 
was  used.  These  securities  were  taxed  as  personal  property  for  state,  coimty,  and 
municipal  purposes. 

e  Acts  of  Tenn.,  1889,  chap.  96,  p.  150.  The  assessment  of  capital  stock  included 
franchises,  casements,  and  incorporeal  rights,  and  corporate  property.  The  value 
of  the  capital  stock  was  in  no  case  to  be  deemed  less  than  the  actual  value  of  all  the 
shares  of  stock,  together  with  the  actual  value  of  the  bonded  indebtedness. 

f  See  infra  "State  Privilege  Tax  Must  Not  Amoimt  to  a  Tax  on  Interstate  Com- 
•  merce  "p.  204. 
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ministration  to  become  sufficiently  familiar  therewith  to  inteUi- 
gently  execute  them.  Furthermore,  the  enactment  of  such  new 
laws  always  presents  the  excuse  to  the  person  who  desires  to 
evade  or  delay  the  payment  of  his  taxes,  to  appeal  to  the  courts 
for  judicial  construction  thereof,  thus  not  only  hindering  the  State 
and  coimties  in  the  collection  of  what  is  due  them,  but  multiplying 
the  work  of  the  courts,  increasing  the  expense  of  the  judicial 
department,  adding  to  the  expense  and  delay 'of  all  other  litiga- 
tion, and  what  is  of  large  consequence,  running  the  risk  of  the 
repeal  of  an  adequate  act  already  declared  valid  by  the  courts, 
and  the  adoption  of  an  invalid  act  instead.  I  would  again, 
therefore,  recommend  that  such  improvements  as  may  be  thought 
advisable  be  enacted  by  amendments  to  the  existing  laws,  rather 
than  the  enactment  of  entirely  new  measures." 
The  comptroller  continues  as  follows : 

**  Under  the  present  system  of  enacting  a  new  set  of  revenue 
bills  at  each  succeeding  legislature,  the  officials  of  the  State,  as 
well  as  of  the  counties  thereof,  scarcely  find  out  what  the  revenue 
laws  are  before  a  new  one  is  promulgated,  which  has  to  run  the 
gauntlet  of  executive  and  jucUcial  construction  every  two  years, 
at  a  heavy  cost  to  the  State  and  other  litigants,  and  a  consequent 
heavy  loss  of  revenue  in  the  meantime.''" 

State  Revenue  Agents  an  Aid  to  Tax  Administration. 

The  comptroller's  reports  *  show  that  the  investigations  by  the 
state  revenue  agents  and  the  mere  fact  that  they  are  authorized  to 
proceed  against  those  who  evade  their  taxes  have  caused  a  decided 
increase  in  the  voluntary  payment  of  taxes.  The  duties  of  these 
revenue  agents  are  to  have  any  property  which  may  have  escaped 
assessed  for  taxation.  It  is  also  their  duty  to  collect  privilege  taxes 
from  all  who  fail  to  pay  them,  and  to  audit  the  books  of  the  various 
county  officials  intrusted  with  handling  public  funds.  The  receipts 
from  corporations,  and  from  other  sources  of  taxation,  have  been 
increased  through  the  action  of  these  agents. 

Assessment  of  Personal  Property. 

In  1 908  the  comptroller  in  his  biennial  report  stated  that  Ten- 
nessee was  far  behind  most  of  the  other  States  in  devising  ways 
and  means  to  force  personal  property  to  contribute  its  proper  share 
of  taxation.     To  remedy  tliis  situation  he  recommended  a  heavier 

o  Comptroller's  Report,  1907-8,  pp.  18-20. 

b  Ibid.,  1907-8,  pp.  16-19;  1909-10,  p.  17;  1911-12,  pp.  19,  20. 
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penalty  for  false  swearing.  He  also  stated  that  no  one  believed  per- 
sonal property  in  the  State  was  bearing  one-tenth  of  the  burdens 
of  taxation  which  it  should  bear.**  In  19 10  he  repeated  these 
recommendations  and  said  that  any  measure  that  would  force 
an  honest  statement  of  personal  property  from  every  property 
holder  would  add  many  millions  of  dollars  to  the  tax  rolls  and 
would  permit  the  tax  rate  to  be  cut  in  half,  or  at  least  to  be 
largely  reduced.*  In  191 2  he  mentioned  the  injustice  caused  by 
the  evasion  of  taxes  on  various  forms  of  intangible  personal  prop- 
erty, such  as  notes,  bonds,  etc.,  but  he  also  referred  to  the  fact 
that  it  would  require  a  change  in  the  state  constitution  to  permit 
a  different  rate  of  taxation  upon  the  different  classes  of  property.  ^ 
To  avoid  double  taxation  caused  by  assessing  a  note  or  mortgage 
holder  for  the  amoimt  of  the  debt  and  at  the  same  time  assessing 
the  owner  of  the  mortgaged  property  for  the  full  value  of  the  prop- 
erty, the  comptroller  recommended  that  the  latter  be  assessed  only 
for  the  value  of  his  interest  in  the  property.^ 

Tax  Assessors. 

The  state  comptroller  in  his  1909-10  report «  said  that  the  law 
passed  upon  his  recommendation,  providing  for  one  tax  assessor 
for  each  county,  worked  very  satisfactorily.  There  was  a  marked 
increase  in  the  assessable  valuation  of  the  property  of  the  State, 
and  the  system  was  popular  with  the  people  of  almost  all  the 
counties,  but  he  thought  the  salaries  allowed  to  the  county  asses- 
sors by  some  of  the  county  courts  had  not  been  sufficient.  He 
recommended  that  the  legislature  fix  the  salaries  of  the  tax  asses- 
sors in  the  various  counties  and  stated  that  this  would  insure 
much  greater  uniformity  in  assessment.  The  comptroller  again 
referred  to  this  subject  in  his  1911-12  report  as  follows: 

"  I  do  not  think  there  is  a  more  important  office  in  the  State 
than  that  of  county  tax  assessor,  and  the  best  men  in  the  county 
should  be  sought  to  offer  for  the  office.  This  will  not  be  done 
unless  the  salary  is  increased,  and  I  earnestly  recommend  that 
you  pass  a  law  fixing  the  salaries  of  the  tax  assessors  in  the  various 
coimties,  and  further  recommend  that  it  be  made  large  enough 
for  the  very  valuable  work  they  have  to  do.*'  ^ 


o  Comptroller's  Report,  1907-8,  p.  20.  <*Ibid.,  1911-12,  p.  26. 

^  Ibid,  1909-10,  pp.  19,  20.  «  Ibid.,  1909-10,  p.  14. 

c  Ibid.,  1911-12,  p.  24.  /  Ibid.,  1911-12,  p.  14. 
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Assessment  at  Full  Value. 

In  191 2  the  comptroller  urged  the  full  return  of  all  property 
at  actual  cash  value,  as  follows: 

*'As  long  as  property  is  taxable,  and  it  must  continue  to  be 
until  otflr  constitution  is  changed,  I  would  recommend  that  it  be 
assessed  at  its  actual  value  instead  of  merely  a  fraction  thereof, 
as  is  sometimes  the  case,  and  in  order  that  equity  should  prevail 
and  that  one  person  not  be  required  to  pay,  while  another  escaped, 
I  would  attempt  at  least  to  make  such  provision  as  would  cause 
all  property  to  be  returned  for  taxation — personal  as  well  as  real. 
If  this  were  done  I  have  no  doubt  but  that  both  the  State  and  the 
counties  would  cut  the  tax  rate  to  less  than  half  the  present  rate 
and  still  have  sufficient  revenue  to  run  the  government.''^ 

Privilege  Tax  on  Corporations. 

The  views  of  the  comptroller  with  fespect  to  the  taxation  of 
corporations  are  shown  by  this  recommendation: 

"  I  would  have  corporations  [taxed]  just  the  same  as  private  indi- 
viduals, with  the  addition  of  an  equitably  adjusted  corporation  or 
privilege  tax,  to  in  some  measure  compensate  the  community  for 
the  loss  of  the  personal  liability  which  would  attend  a  partnership 
engaged  in  the  same  business."  ^ 

State  Privilege  Tax  Must  Not  Amotmt  to  a  Tax  on    Interstate 
Commerce. 

The  line  of  demarcation  between  a  state  tax  on  a  corpora- 
tion's business  carried  on  within  the  boimdaries  of  the  State 
and  a  tax  on  the  interstate  business  of  the  corporation  is  clearly 
defined,  so  far  as  sleeping-car  companies  in  Tennessee  are  con- 
cerned, in  two  cases  decided  by  the  United  States  Supreme  Court. 
On  January  17,  1 910,  that  court  rendered  a  decision*  against  the 
State  of  Kansas  by  which  the  State  was  prevented  from  collecting 
from  the  Western  Union  Telegraph  Company  a  charter  fee  or 
tax  of  a  certain  per  cent  of  the  entire  capital  stock  of  the  corpo- 
ration. The  opinion  was  delivered  by  Mr.  Justice  Harlan,  and 
contains  the  following  reference  to  the  two  decisions  in  the  matter 
of  sleeping-car  companies  in  Tennessee : 

"  Nor  is  there  any  conflict  between  the  views  we  have  expressed 
and  the  decision  in  Allen  v,  Pullman  Palace  Car  Co.,  191  U.  S., 
171,  178,  179.     One  of  the  questions  in  that  case  was  as  to  the 

o  Comptroller's  Report,  1911-12,  p.  26. 

&  W.  U.  Tel.  Co.  V.  Kansas,  216  U.  S,  i  (1910). 
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constitutional  validity  of  a  Tennessee  statute,  passed  in  1887, 
which  required  every  company  operating  sleeping  cars  and  doing 
business  in  that  State  to  pay,  as  a  privilege  tax,  *  on  each  car,  per 
annum,  $500.*  The  Pullman  'Car  Company  operated  sleeping 
cars  in  Tennessee  imder  a  contract  with  raih-oad  companies 
traversing  the  State.  The  gross  receipts  of  the  companies  from 
lines  running  into  the  State  were,  annually,  about  $500,000,  and 
only  about  $25,000  annually  from  passengers  carried  locally  in 
Tennessee.  The  cars  actually  used  on  these  lines  during  each 
year  numbered  over  one  hundred.  The  court  in  that  case  rdferred 
to  Pickard  v.  Pullman  Southern  Car  Co.,  117  U.  S.,  34,  which 
involved  the  validity  of  a  Tennessee  act  of  1877  imposing  a  license 
tax  privilege  of  $50  annually  for  each  sleeping  car  or  coach  used 
on  railroads  in  the  State,  and  said :  *  It  was  held  (in  the  Pickard 
case)  that  the  tax  was  a  biu*den  upon  interstate  commerce,  and 
void  because  of  the  exclusive  power  of  Congress  to  regulate  com- 
merce between  the  States.  Unless  the  statute  now  under  con- 
sideration can  be  distinguished  from  the  one  then  construed,  the 
Pickard  case  is  decisive  of  the  present  case.  Both  taxes  were 
imposed  imder  the  power  granted  by  the  constitution  of  Tennessee 
to  lay  a  privilege  tax.  This  power  is  held  by  the  supreme  coiui: 
of  the  State  to  give  a  wide  range  of  legislative  discretion.  Any 
occupation,  business,  employment,  or  the  like,  affecting  the 
public,  may  be  classed  and  taxed  as  a  privilege.  Knoxville  & 
O.  R.  Co.  V.  Harris,  99  Tenn.,  684.  In  the  act  of  1877  the  running 
and  using  of  sleeping  cars  on  railroads  in  the  State,  when  the  cars 
are  not  owned  by  the  railroads  upon  which  they  are  run,  is  declared 
to  be  a  privilege.  Under  the  act  of  1887  the  tax  is  specifically 
imposed  upon  a  privilege.  Under  the  act  of  1877,  the  tax  imposed 
was  $50  for  each  car  or  coach  used  or  run  over  the  road.  Under 
the  act  of  1887  each  company  doing  business  in  the  State  is 
required  to  pay  $500  per  annum  for  the  same  privilege.  The 
distinction,  except  in  the  amount  of  annual  tax  exacted,  is  with- 
out substantial  difference.  Under  the  earUer  act  the  tax  is 
required  for  the  privilege  of  running  and  using  sleeping  cars  on 
railroads  not  owning  the  cars.  In  the  latter  act  it  is  exacted 
for  the  privilege  of  doing  business  in  the  State.  This  business 
consists  of  nmning  sleeping  cars  upon  the  railroads  not  owning 
the  cars,  and  is  precisely  the  privilege  to  be  paid  for  under  the 
first  act,  neither  more  nor  less.  In  neither  act  is  any  distinction 
attempted  between  local  or  through  cars  or  carriers  of  passengers. 
The  railroads  upon  which  the  cars  are  nm  are  lines  traversing 
the  State,  but  not  confined  to  its  limits.  The  cars  of  the  Pullman 
Company  nm  into  and  beyond  the  State  as  well  as  between 
points  within  the  State.  The  act  in  its  terms  applies  to  cars 
running  through  the  State  as  well  as  those  whose  operation  is 
wholly  intrastate.  It  applies  to  all  alike,  and  requires  payment 
for  the  privilege  of  nmning  the  cars  of  the  company,  regardless 
of  the  fact  whether  used  in  interstate  traflSc  or  in  that  which  is 
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wholly  within  the  borders  of  the  State.'  *The  statute  now  under 
consideration  requires  payment  of  the  sum  exacted  for  the  priv- 
ilege of  doing  any  business,  wheu  the  principal  thing  to  be  done 
is  interstate  traffic.  We  are  not  at  liberty  to  read  into  the  statute 
terms  not  found  therein  or  necessarily  implied,  with  a  view  to 
limiting  the  tax  to  local  business,  which  the  legislature,  in  terms 
of  the  act  impose  upon  the  entire  business  of  the  company.  We 
are  of  opinion  that  taxes  exacted  under  the  act  of  1887  are  void 
as  an  attempt  by  the  State  to  impose  a  burden  upon  interstate 
commerce.'  Again,  in  the  same  case,  the  court  sustained  the 
validity  of  a  Tennessee  act  of  1889,  which  applied  'strictly  to 
business  done  (by  sleeping-car  companies)  in  the  transportation 
of  passengers  taken  up  at  one  point  in  the  State  and  transported 
wholly  within  the  State  to  another  point  therein.' " 

It  will  be  observed  that,  while  two  separate  statutes  of  Tennessee 
were  held  to  be  in  contravention  of  the  commerce  clause  of  the 
constitution  of  the  United  States  because  in  neither  act  was  any 
distinction  attempted  between  local  and  through  cars,  a  later 
statute,  that  of  1889,  was  held  to  be  not  in  conflict  with  the 
constitution.  The  statute  of  1889  provided  that,  in  lieu  of  all 
other  taxes  except  the  ad  valorem  tax,  sleeping-car  companies 
should  pay  a  tax  of  $3,000  per  annum  for  one  or  more  passen- 
gers, other  than  interstate,  taken  up  at  one  point  in  the  State  and 
transported  wholly  within  the  State.  The  present  law  *  is  practi- 
cally the  same. 

State  Tax  Commission  Recommended. 

A  state  tax  commission  was  recommended  by  the  comptroller 
in  191 2.  **  Whatever  changes  may  be  made,"  says  the  report  of 
the  comptroller,  ''there  should  be  created  a  state  tax  commission, 
upon  which  all  interests  will  be  represented,  with  power  to  demand 
and  enforce  the  uniformity  and  equality  of  assessments,  both  as 
between  tlie  various  localities  and  the  various  property  interests 
of  the  State.  If  this  uniformity  and  equality  be  secured,  then  the 
whole  tax  question  will  be  solved,  and  not  until  then."^ 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  the  court  reports, 
of  value  in  the  study  of  corporate  taxation  in  Tennessee : 

Report  of  the  State  Railroad  Commission,  1911-12. 
Reports  of  State  Comptroller,  1907-8,  1909-10,  1911-12. 
Tennessee  Tax  Digest  and  Criminal  Cost  Laws,  1907. 

^  Laws  1909,  chap.  479,  sec.  5.  ^  Comptroller's  Report,  1911-12,  p.  27. 
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ALABAMA. 

I.  GENERAL  VIEW. 


First.  The  application  of  the  general  property  tax  to  nearly 
all  classes  of  property. 

Second.  The  taxation  of  certain  corporations  for  state  pur- 
poses on  *'  franchise/'  both  by  means  of  license  or  privilege  taxes, 
and  by  including  "franchise  or  intangible  value"  in  property 
assessments. 

Third.  The  assessment  of  tangible  property  of  certain  corpora- 
tions by  an  ex  officio  state  board,  of  *'  franchise  or  intangible  prop- 
erty "  by  an  appointive  state  board,  and  of  certain  other  property 
by  local  officials. 

General  Property  Tax. 

Domestic  and  foreign  corporations,  except  car  companies,  pay 
the  general  property  tax  locally  for  state  and  local  purposes. 
Certain  operating  property  of  railroad,  telegraph,  and  telephone 
conipanies  is  assessed  by  the  State  Board  of  Assessment.  "  Fran- 
chise or  intangible  property"  of  public-service  corporations  is 
assessed  by  the  State  Tax  Commission.  All  other  property  is 
assessed  locally. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  domestic  corpora- 
tions, except  telegraph,  telephone,  express,  and  car  companies 
pay  locally  for  state  purposes  a  franchise  or  license  tax  based 
on  paid-up  capital  stock,  and  foreign  corporations,  with  the  same 
exceptions,  pay  a  similar  tax  based  on  capital  employed  in  the 
State.  Telegraph  and  telephone  companies  pay  to  the  State  for 
for  state  purposes  a  license  or  privilege  tax  based  on  line  mileage 
in  the  State,  express  companies  pay  to  the  State  for  state  pur- 
poses a  license  or  privilege  tax  based  on  route  mileage,  and  sleep- 
ing-car companies  pay  to  the  State  for  state  purposes  a  Itunp- 
sum  franchise  or  privilege  tax  in  commutation  of  all  other  taxes. 
Local    license  taxes  are   also   imposed   upon   certain  classes  of 

corporations. 
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Stockholders  and  Bondholders. 

Shares  of  stock  in  certain  domestic  corporations  are  assessed 
to  the  holders.  Shares  of  foreign  corporations  and  bonds  of 
domestic  and  foreign  corporations  are  taxable  to  the  holders 
under  the  general  property  tax,  except  that  bonds  secured  by 
real  estate  mortgages  upon  which  the  recording  tax  has  been 
paid  are  exempt. 

Foreign  Corporations. 

Foreign  corporations  of  the  various  classes  herein  considered 
are  taxed  in  practically  the  same  manner  as  similar  domestic 
corporations. 

Administration. 

An  ex  officio  State  Board  of  Assessment,  consisting  of  the  gov- 
ernor, secretary  of  state,  state  auditor,  state  treasurer,  and  attorney 
general  assesses  certain  physical  property  of  steam  railroad,  tele- 
graph, and  long-distance  telephone  companies.® 

A  selected  State  Tax  Commission,  consisting  of  three  members 
appointed  by  the  governor  for  terms  of  four  years,  assesses  the  * '  fran- 
chise or  intangible  property  "  of  steam  and  electric  railroads,  express, 
telegraph,  telephone,  gas,  electric,  water,  and  other  public-service 
corporations,  and  has  broad  supervisory  powers  over  the  taxation 
system  of  the  State.  ^  The  powers  and  duties  given  to  the  com- 
mission include  the  following:  To  exercise  general  supervision  over 
the  assessment  and  collection  of  taxes  and  the  enforcement  of  the 
tax  laws  of  the  State,  and  over  the  several  county  tax  assessors, 
tax  collectors,  and  county  equalization  boards;  to  require  county 
or  circuit  solicitors  and  the  attorney  general  of  the  State  to  prose- 
cute actions  for  penalties,  forfeitures,  impeachments,  and  punish- 
ments for  violation  of  the  laws  of  the  State  in  respect  to  the  assess- 
ment and  collection  of  taxes ;  to  summons  and  examine  witnesses 
imder  oath  in  relation  to  tax  matters,  and  to  compel  witnesses  to 
produce  documents  and  other  evidence  in  their  possession;  to 
investigate  tax  systems  of  other  States  and  to  formulate  and  recom- 
mend legislation  calculated  to  secure  just  and  equal  taxation;  to 
transmit  to  the  governor  30  days  before  the  meeting  of  the  legisla- 
ture a  written  report  showing  statistics  of  taxable  property  with 
recommendations  for  improvements  in  the  tax  system ;  to  set  aside 
assessments  made  by  local  taxing  authorities  and  to  make  a  new 
assessment  of  any  property  in  question ;  and  to  exercise  complete 

o  Code,  sees.  2133-45.  ^  Ibid.,  sees.  2210-67;  2364-90. 


ALABAMA.  2O9 

powers  of  equalization  as  between  counties  or  as  between  indi- 
viduals. 

The  state  board  of  compromise,  composed  of  the  governor,  attor- 
ney general,  and  state  auditor,  has  authority  to  adjust  claims  where 
the  State  is  concerned.  *'  In  practice  the  board  assumes  jurisdic- 
tion of  important  cases  whether  such  cases  involve  amounts  due 
the  State  of  Alabama,  or  from  the  State  of  Alabama  to  other 
parties.     It  attempts  not  to  take  jurisdiction  of  minor  affairs."  ^ 

The  boards  of  county  commissioners  act  as  boards  of  equaliza- 
tion in  their  respective  counties.  ^ 

Appeals  from  the  decisions  of  the  State  Tax  Commission  and  the 
county  boards  of  equalization  may  be  taken  to  the  circuit  courts.  ^ 
Local  assessments  are  made  by  county  assessors. 

The  general  property  tax  is  collected  by  county  tax  collectors. 
License  taxes  are  in  general  paid  to  the  probate  judges  of  the 
respective  counties,  but  the  state  license  or  privilege  taxes  on 
express,  sleeping-car,  telegraph,  and  long-distance  telephone  com- 
panies are  paid  to  the  state  treasurer.  ^ 

n.  DETAILS  AS   TO   THE   CONSTITUTION  AND    STATUTES. 

Constitution.^ 

The  chief  constitutional  provisions  with  reference  to  corporate 
taxation  are  as  follows : 

*' All  taxes  levied  on  property  in  this  State  shall  be  assessed  in 
exact  proportion  to  the  value  of  such  property.'*' 

tt  Interview  with  chairman,  State  Tax  Commission,  October,  19 14. 

b  Code, sec.  2148,  2229. 

^  Sources  of  revenue  in  Alabama: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  poll  tax;  (c)  privilege 
and  license  taxes;  {d)  fees,  fines,  and  forfeitures. 

County. — (a)  General  property  tax;  (6)  poll  tax;  (c)  privilege  and  license  taxes;  (rf) 
fees,  fines,  and  forfeittu-es. 

State. — (a)  General  property  tax;  (6)  corporation  franchise  tax;  (c)  privilege  and 
license  taxes;  {d)  mortgage  recording  tax;  {e)  departmental  earnings;  (/)  fees,  fines, 
and  forfeitures. 

d  Except  as  otherwise  indicated,  references  are  to  the  Constitution  of  Alabama, 
adopted  in  1901,  as  contained  in  Code  of  Alabama,  1907,  vol.  3  (Criminal  Code). 

«  But  no  taxes  shall  be  assessed  upon  any  debt  for  rent  or  hire  of  real  or  personal 
property,  while  owned  by  the  landlord  or  hirer  during  the  current  year  of  such  rental 
or  hire,  if  such  real  or  personal  property  be  assessed  at  its  full  value.  (Constitution, 
sec.  211.) 

This  section  does  not  require  that  all  property  be  taxed,  nor  prohibit  exemptions 
from  taxation,  or  such  classifications  of  property  as  are  not  arbitrary,  capricious,  or 
without  semblance  of  reason.  The  legislature  has  full  power  to  classify  for  taxation 
moneys  and  credits  secured  by  written  instruments  and  debts  not  so  secured.  State 
V,  Alabama  Fuel  &  Iron  Co.,  66  So.  Rep.,  169  (1914). 
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**The  power  to  levy  taxes  shall  not  be  delegated  to  individuals 
or  private  corporations  or  associations.  *'* 

"The  property  of  private  corporations,  associations,  and  indi- 
viduals of  this  State  shall  forever  be  taxed  at  the  same  rate;  pro- 
vided, this  section  shall  not  apply  to  institutions  devoted  exclu- 
sively to  religious,  educational,  or  charitable  purposes."^ 

"The  legislature  shall  not  have  the  power  to  levy  in  any  one 
year  a  greater  rate  of  taxation  than  sixty-five  one-hundredths  of 
one  per  centum  on  the  value  of  the  taxable  property  within  this 
State.'' ^ 

"No  county  in  this  State  shall  be  authorized  to  levy  a  greater 
rate  of  taxation  in  any  one  year  on  the  value  of  the  taxable  prop- 
erty therein  than  one-half  of  one  per  centum.*'^ 

The  rate  for  city,  town,  and  village  purposes  is,  in  general,  lim- 
ited to  one-half  of  one  per  cent  for  current  expenses,  and  one  per 
cent  for  debts  existing  December  6,  1875.* 

"The  legislature  shall  not  have  the  power  to  require  counties  or 
other  municipal  corporations  to  pay  any  charges  which  are  now 
payable  out  of  the  state  treasury."^ 

"  The  legislature  may  levy  a  tax  of  not  more  than  two  and  one- 
half  per  centtun  of  the  value  of  all  estates,  real  and  personal, 
money,  public  and  private  securities,  of  every  kind  in  this  State, 
passing  from  any  person  who  may  die  seized  and  possessed  thereof, 
or  of  any  part  of  such  estate,  money,  or  securities,  or  interest 
therein,  transferred  by  the  intestate  laws  of  this  State,  or  by  will, 
deed,  grant,  bargain,  sale,  or  gift,  made  or  intended  to  take  effect 
in  possession  after  death  of  the  grantor,  devisor,  or  donor,  to  any 
person  or  persons,  bodies  politic,  or  corporate,  in  trust  or  other- 
wise, other  than  to  or  for  the  use  of  the  father,  mother,  husband, 
wife,  brothers,  sisters,  children,  or  lineal  descendants  of  the 
grantor,  devisor,  donor,  or  intestate.'*^ 

"The  legislature  shall  not  enact  any  law  which  will  permit  any 
person,  firm,  corporation,  or  association  to  pay  a  privilege,  license, 
or  other  tax  to  the  State  of  Alabama,  and  relieve  him  or  it  from 
the  payment  of  all  other  privilege  and  license  taxes  in  the  State.  "  * 

"The  legislature  shall,  by  general  law,  provide  for  the  payment 
to  the  State  of  Alabama  of  a  franchise  tax  by  corporations  organ- 

^  Constitution,  sec.  212. 

6  Ibid.,  sec.  217. 

c  Ibid.,  sec.  214.    See  also  sec.  260. 

d  Additional  rates,  not  exceeding  one-half  of  one  per  cent  may  be  levied  to  pay 
bonds  and  debts  for  certain  purposes.     (Constitution,  sec.  215.) 

«  Exceptions  to  this  general  provision  are  made  in  the  case  of  certain  cities.  (Con- 
stitution, sec.  ai6.)  \ 

f  Constitution,  sec.  218. 

9  Ibid.,  sec.  219. 

On  account  of  the  restrictions  contained  in  this  provision,  the  legislature  of  Alabama 
has  not  enacted  an  inheritance  tax  law.     (Interview  with  state  tax  officials,  October, 

1914.) 
*  Constitution,  sec.  221 
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ized  under  the  laws  of  this  State,  which  shall  be  in  proportion  to 
the  amount  of  capital  stock;  but  strictly  benevolent,  educational, 
or  religious  corporations  shall  not  be  required  to  pay  such  a  tax.*'« 

"All  poll  taxes  collected  in  this  State  shall  be  applied  to  the 
support  of  the  public  schools  in  the  respective  counties  where 
collected. "  * 

*'  A  special  annual  tax  of  30  cents  on  each  $100  of  taxable  prop- 
erty in  this  State,  which  the  legislature  shall  levy,  shall  be  applied 
to  the  support  and  maintenance  of  the  public  schools.  *'^ 

Statutes.  ^ 
General  Property  Tax. 

Domestic  and  foreign  corporations,  unless  exempt,  pay  the 
general  property  tax  locally  for  state  and  local  purposes.  All 
taxable  property  is  by  statute  made  assessable  at  60  per  cent  of 
its  **fair  and  reasonable  cash  value,***  which  term  is  defined  by 
statute  as  *'the  value  which  would  be  realized  therefrom  by  cash 
sale,  but  not  a  forced  sale  thereof,  in  such  manner  as  such  property 
and  subjects  are  usually  sold.  "/  The  State  Board  of  Assessment ^^ 
assesses  certain  physical  property  of  railroad,  telegraph,  and  long- 
distance telephone  companies,  and  the  State  Tax  Commission* 
assesses  the  ** franchise  or  intangible  property*'  of  all  public- 
service  corporations.     All  other  property  is  assessed  locally.* 

The  statutory  definition  of  **real  property"  includes  all  rights 
and  improvements  which  would  pass  to  a  vendee  by  a  conveyance 
of  the  land.  ^  The  term  **  personal  property  "  is  defined  to  embrace 
all  property  other  than  real,  including  moneys,  credits,  bonds 
and  stocks.  ^ 

Real  and  personal  property  is  assessed  annually.*  In  addi- 
tion to  the  constitutional  rate  limitations,  the  statute  fixes  the 
state  rate  at  6^^  mills.' 

<z  Constitution,  sec.  229. 

^  Ibid.,  sec.  259. 

c  It  is  also  provided  that  the  income  from  certain  trust  funds  shall  be  applied  to  the 
support  of  public  schools.     (Constitution,  sec.  260.) 

^  Except  as  otherwise  indicated,  references  herein  are  to  the  Code  of  Alabama,  1907. 

«  Laws  191 1,  p.  185.  The  act  providing  that  property  shall  be  assessed  on  a  basis 
of  60  per  cent  of  "fair  and  reasonable  cash  value"  is  not  invalid  as  in  conflict  with 
the  state  constitution.     State  v.  Birmingham  Southern  R.  Co.,  182  Ala.,  475  (1913). 

/  Code,  sec.  2152. 

^  Ibid.,  sees.  2133-35. 

*  Ibid.,  sees.  2364-90. 

^  Ibid.,  sec.  2106. 

i  Ibid.,  sec.  2060. 

^  Ibid.,  sec.  2104. 

2  Ibid.,  sec.  2081. 
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Personal  property  of  individuals  as  a  rule  is  assessed  in  the 
county  where  the  owner  or  agent  resides.  Personal  property  of  a 
corporation  is  assessed  at  the  principal  place  of  business  in  the 
State,  but,  if  the  corporation  has  no  fixed  place  of  business  in  the 
State,  it  is  assessed  where  the  business  is  transacted.* 

Moneys  and  credits  are  taxable,  but  bank  deposits  and  credits 
secured  by  mortgages  or  deeds  of  trust  upon  which  the  recording 
tax  has  been  paid  are  exempt.^  Other  statutory  exemptions 
include  property  used  for  public,  reUgious,  charitable,  educational, 
library,  and  cemetery  ptuposes,  property  of  agricultural  and  horti- 
cultural associations,  and  a  limited  amount  of  household  furniture.  ^ 
Hydroelectric  power  plants,  shipbuilding,  cotton,  and  certain  other 
industries  are  exempt  from  taxation  for  a  limited  period.** 

Franchise  Tax. 

Domestic  and  foreign  corporations,  except  telegraph,  telephone, 
express,  and  car  companies,  are  required  to  pay  locally  for  state 
purposes  a  ** franchise  or  license  tax."  As  applied  to  domestic 
corporations,  it  is  based  on  paid-up  capital  stock,  but  as  applied 
to  foreign  corporations  it  is  based  on  the  amoimt  of  capital  em- 
ployed in  the  State.*  The  rate  of  the  tax,  whether  applied  to 
domestic  or  foreign  corporations,  is:  $i  per  thousand  on  the  first 
$50,000;  50  cents  per  thousand  on  the  next  $950,000;  25  cents 
per  thousand  on  the  next  $4,000,000;  and  10  cents  per  thousand 
on  all  paid-up  capital  stock  or  *'  capital  employed  "  over  $5,000,000. 
In  calculating  the  franchise  tax  on  foreign  corporations,  loans  on 
Alabama  real  estate  upon  which  the  recording  tax  has  been  paid 
are  deducted  from  the  amount  of  the  capital  stock  employed  in 
the  State.  For  the  pmpose  of  determining  the  amoimt  of  this 
tax,  corporations  are  required  to  report  annually  to  the  probate 
judge  facts  pertinent  to  the  assessment  thereof. 

^  Interview  with  state  tax  officials,  October,  1914. 

*  Code,  sec.  2082,  subdiv.  7.    Laws  1911,  p.  172. 

Held  that  moneys  and  credits  payable  to  a  foreign  corporation  through  its  Alabama 
general  offices  were  subject  to  ad  valorem  taxation.  State  v.  Tennessee  Coal,  Iron  & 
R.  Co.,  66  So.  Rep.,  178  (1914). 

c  Code,  sees.  2061,  2071.     Laws  191 1,  p.  172. 

^  Ibid.,  sees.  2062-70. 

*  Laws  191 1,  p.  170. 

The  act  of  191 1  imposing  an  annual  franchise  tax  upon  the  amount  of  paid-up 
capital  stock  of  "all  corporations  organized  in  this  State"  is  constitutional  as  being 
primarily  a  license  tax  for  the  continued  exercise  of  the  corporate  franchise;  and  the 
law  applies  to  a  corporation  chartered  under  the  laws  of  two  other  States  as  well  as 
under  the  laws  of  Alabama.    Kansas  City  M.  &  B.  R.  Co.  v.  Stiles,  i8a  Ala.,  138  (1913). 
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Steam  Railroads. 

Steam  railroads,  domestic  and  foreign,  pay  locally  for  state  and 
local  purposes  the  general  property  tax  on  all  property  including 
"franchise  or  intangible  value/'  In  addition,  these  companies 
pay  locally  for  state  purposes  the  franchise  or  license  tax  above 
described.® 

Railroad  property  is  classified  for  taxation  piu^poses  as,  (a) 
intangible  and  (6)  tangible.  Intangible  property,  or  franchise 
value  as  here  described,  is  the  difference  between  the  entire  value 
of  the  railroad  property  as  indicated  by  its  stock  and  bonds  and 
the  assessed  value  of  its  tangible  property.  Tangible  property 
is  subclassified  as  railroad  track  and  rolling  stock,  which  includes 
the  right  of  way,  rails,  rolling  stock,  and  all  strictly  right-of-way 
superstructure;  and  nondistributive  property,  which  includes  all 
other  tangible  property,  such  as  stations,  grounds,  water  tanks,  etc. 

Assessment  of  intangible  property  is  by  the  State  Tax  Commis- 
sion, of  railroad  track  and  rolling  stock  by  the  State  Board  of 
Assessment,  and  of  nondistributive  property  by  local  officials. 

The  statute  directing  the  assessment  of  the  intangible  value 
does  not  limit  the  State  Tax  Commission  to  any  specific  method  of 
assessment,*  but  the  following  method  recited  in  the  statute  is, 
in  general,  followed:  The  entitle  value  of  the  property,  both 
tangible  and  intangfible,  within  and  without  the  State,  is  deter- 
mined by  adding  to  the  aggregate  value  of  the  stock  the  market 
or  true  value  of  the  bonded  indebtedness.  From  this  is  deducted 
the  value  of  property  not  specifically  used  in  the  railroad  business. 
That  proportion  of  the  remainder  which  the  track  mileage  (or  the 
total  receipts  earned)  within  the  State  bears  to  the  total  track 
mileage  (or  total  receipts  wherever  earned)  represents  the  value 
of  railroad  property  taxable  in  Alabama.  From  the  value  of 
the  property  taxable  in  Alabama  is  deducted  the  assessed  value 
of  tangible  property  in  the  State.  The  remainder  equals  the 
value  of  intangible  property  or  "franchise  value.*'  ^  When  this 
valuation  has  been  so  determined  it  is  apportioned  by  the  tax 
commission  on  a  main  track  mileage  basis  to  the  coimties,  cities, 
and  towns  through  which  the  road  operates.^ 

<»  Laws  191 1,  p.  170. 

6  Code,  sec.  2375- 

c  Ibid.,  sec.  2373.     Interview  with  state  tax  officials,  October,  1914. 

^  Ibid.,  sec.  2374. 

The  combined  municipal  license  tax  and  municipal  tax  on  intangible  property  of 
street  railroad  companies  can  not  exceed  2  per  cent  of  gross  earnings.  Laws  191 1, 
p.  i88,  sec.  36F. 
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The  State  Board  of  Assessment  assesses  '*  track  and  rolling 
stock/'  In  determining  the  value  of  such  property  dependence  is 
placed  chiefly  upon  reports  from  the  railroad  companies.^  When 
the  valuations  of  track  are  determined  for  any  company,  it  is 
reduced  to  a  valuation  per  mile  of  main  track  and  sidetrack  and 
the  number  of  miles  of  each-  located  in  any  coimty,  city,  or  town, 
multiplied  by  their  respective  valuations  per  mile,  equals  the 
assessable  value  of  track  therein.  *  The  valuation  of  rolling  stock 
is  also  apportioned  by  the  State  Board  of  Assessment  to  the  coim- 
ties,  cities>  and  towns,  usually  but  Hot  always,  on  the  main-track 
mileage  basis.  ^ 

Depots,  platforms,  shops,  station  houses,  water  tanks,  and  all 
other  railroad  property  not  assessed  by  either  the  State  Board  of 
Assessment  or  the  State  Tax  Commission  are  assessed  locally.** 

Each  steam  railroad  company  is  required  to  report  to  the 
State  Tax  Commission  all  financial  and  other  data  necessary 
to  enable  the  commission  to  arrive  at  a  true  valuation  of  the 
entire  property.''  They  are  also  required  to  report  to  the  State 
Board  of  Assessment  the  length  and  location  of  their  lines,  the 
number  and  value  of  locomotives  and  the  various  classes  of 
cars,  and  certain  other  data  required  by  the  statute. '  In  addi- 
tion they  make  returns  to  the  various  local  taxing  officials  of 
counties  wherein  their  depots  and  other  like  property  is  located.* 

Telegraph  and  Telephone  Companies. 

Domestic  and  foreign  telegraph  and  telephone  companies 
pay  locally  the  general  property  tax  for  state  and  local  purposes 
on  all  property  including  "franchise  or  intangible  value."  In 
addition  they  pay  to  the  State  for  state  piuposes  certain  license 
or  privilege  taxes  based  on  line  mileage. 

Companies  of  these  classes  which  like  railroad  companies  operate 
in  more  than  one  county  are  assessed  on  intangible  property  by 

a  Code,  sees.  2133,  2137. 

^  Ibid.,  sees.  2137,  2141,  2142. 

c  Interview  with  state  tax  officials,  October,  1914. 

^  Code,  sec.  2145. 

The  State  Board  of  Assessment  assesses  only  such  items  of  railroad  property  as 
are  required  by  law  to  be  returned  to  the  state  auditor,  including  main  track,  branches, 
right  of  way,  roadbed,  sidetracks,  rolling  stock,  etc.  Nashville  &  Decatur  R.  Co. 
V.  State,  129  Ala.,  142  (1900). 

«  Code,  sees.  2366-2369. 

/  Ibid.,  sec.  2133. 

0  Ibid.,  sec.  2145. 
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the  State  Tax  Commission,*  on  operating  property  by  the  State 
Board  of  Assessment,  ^  and  on  property  not  directly  used  in  the 
business  by  local  assessors.  All  property  of  such  companies 
operating  within  a  single  county,  however,  is  assessed  locally.^ 
In  assessing  the  intangible  or  franchise  value  of  these  classes  of 
corporations,  the  State  Tax  Commission  is  authorized  to  adopt 
the  method  described  under  railroads,  or  any  other  method 
which  will  result  in  equitable  taxation.*'  Apportionment  of 
franchise  or  intangible  value  to  counties,  cities,  and  towns  is 
made  by  the  State  Tax  Commission  on  a  line  mileage  basis.  ^ 

After  determining  the  value  of  poles,  wires,  and  instruments, 
the  State  Board  of  Assessment  reduces  the  value  of  the  first  two 
items  to  a  valuation  per  mile.  The  number  of  miles  of  poles  or 
of  wires  in  any  county,  city,  or  town,  multiplied  by  their  respec- 
tive valuation  pei  mile,  equals  the  assessable  value  of  such  prop- 
erty therein.  The  valuation  of  instruments  is  assigned  directly 
to  the  county  and  city  where  located,  f 

Each  company  of  the  above-named  classes  operating  in  more 
than  one  county  is  required  to  report  annually  to  the  State  Tax 
Commission  and  to  the  State  Board  of  Assessment  details  with 
respect  to  the  location  and  value  of  its  property,  capitalization, 
bonded  indebtedness,  and  such  other  information  as  may  be 
necessary  for  a  just  and  equitable  valuation  by  these  boards.^ 
These  companies  also  report  to  the  state  auditor  data  which 
forms  the  basis  of  the  pajrment  of  the  state  privilege  tax.*  Such 
companies  operating  wholly  within  a  single  cotmty  are  required 
to  report  to  the  county  assessing  officer.  <^ 

a  Code,  sees.  2364-2390. 

^  Ibid.,  sees.  2141-2145. 

c  Ibid.,  sees.  2115,  2145. 

^  Ibid.,  sees.  2371,  2372,  2373,  2375. 

« Ibid.,  see.  2374. 

/  The  assessment  of  a  eertain  telegraph  and  telephone  company,  as  apportioned  by 
the  State  Board  of  Assessment  to  Colbert  County,  is  given  in  the  Annual  Report  of 
State  Auditor  for  1913  (p.  631)  as  follows: 

Colbert  County: 

19.19  miles  poles  at  $90  per  mile i,  727. 10 

347.72  miles  wire  at  $30  per  mile 10, 431.  60 

Value  of  instruments 35-  00 

12, 193,  70 
a  Code,  sees.  2143,  2366-2369. 
^  Ivaws  191 1,  p.  159. 
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The  privilege  or  license  tax  paid  by  telegraph  and  telephone 
companies  to  the  State  for  state  purposes  is  as  follows : " 

Companies  whose  lines  within  the  State  do  not  exceed  150 
miles  are  required  to  pay  at  the  rate  of  $1  per  mile,  and  companies 
whose  Knes  exceed  150  miles  in  the  State  are  reqaired  to  pay  $500, 
plus  $1  per  mile  for  each  mile  of  line  in  excess  of  150  miles. 

Express  Companies. 

Domestic  and  foreign  express  companies  pay  the  general  prop- 
erty tax  locally  for  state  and  local  purposes  on  tangible  *  and 
intangible  ^  property.  In  addition,  they  pay  to  the  State  for 
state  purposes  a  lump-sum  license  or  privilege  tax.  Cities  may 
also  levy  for  city  ptuposes  an  annual  privilege  or  license  tax  based 
on  the  population  of  the  several  cities  in  which  the  companies 
operate.^ 

The  tangible  property  of  express  companies  is  assessed  by  county 
assessors  and  the  ** franchise  or  intangible  property"  is  assessed 
and  apportioned  by  the  State  Tax  Commission  in  practically  the 
same  manner  employed  by  the  commission  in  assessing  and 
apportioning  similar  property  of  steam  railroads.  The  license  or 
privilege  tax  for  state  purposes  is  $4,000  per  year,  modified  as  fol- 
lows: Express  companies  operating  on  less  than  50  miles  of  rail- 
road in  the  State  are  required  to  pay  only  $250;  companies  operat- 
ing on  more  than  50  miles  but  less  than  200,  pay  $1,000;  and 
those  operating  on  200  to  500  miles,  pay  $2,000.  The  annual 
privilege  or  license  tax,  which  cities  may  levy  for  local  purposes, 
varies  from  $2.50  for  municipalities  having  a  population  of  500  or 
less,  to  $500  for  municipalities  having  a  population  of  30,000  or 
over.' 

Sleeping-car  Companies. 

Domestic  and  foreign  sleeping-car  companies  pay  to  the  State 
for  state  purposes  a  lump-sum  franchise  or  privilege  tax  of  $5,500 
per  annum  in  commutation  of   all   other  taxes,  state   or  local, 

a  Laws  1911,  p.  159. 

^Code,  sec.  2145. 

c  Ibid.,  sees.  2364-2390. 

^  Laws  1911,  p.  161. 

^  In  municipalities  of  500  populaticm  or  less,  the  privilege  or  license  tax  for  munici- 
pal purposes  may  be  $2.50;  500  to  1,000  poptdation,  $15;  1,000  to  2,000  population, 
$25;  2,000  to  3,000  population,  $35;  3,000  to  4,000  poptdation,  $45;  4,000  to  5,000 
population,  $75;  5,000  to  10,000  poptdation,  $125;  10,000  to  15,000  population,  $175; 
15,000  to  20,000  population,  $200;  20,000  to  25,000  population,  $250;  25,000  to  30,000 
population,  $300;  30,000  or  over,  $500.    (Laws  19 11,  p.  161.) 
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except  a  small  license  or  privilege  tax,  not  exceeding  $io,  which 
municipalities,  having  the  proper  authority  imder  the  law,  may 
impose." 

Street  Railwaji  GaS|  Water,  Klectric,  and  Power  Companies. 

Domestic  and  foreign  street  and  electric  railway,  gas,  water, 
electric,  and  power  companies  pay  the  general  property  tax 
locally  for  state  and  local  purposes  on  tangible  and  intangible 
property.  In  addition,  domestic  corporations  pay  locally  for 
state  pmposes  an  annual  franchise  or  license  tax  based  on  paid- 
up  capital  stock,  and  foreign  companies  pay  a  similar  tax  based 
on  capital  employed  in  the  State.  ^  Domestic  and  foreign  com- 
panies pay  also  locally  for  state  purposes  an  annual  license  tax 
ranging  from  $15  in  cities  of  less  than  5,000  population  to  $200 
in  cities  of  20,000  population  or  more.^  Counties  are  permitted  to 
levy,  for  coimty  purposes,  license  taxes  not  exceeding  50  per  cent 
of  the  amount  of  the  state  tax.^  The  tangible  property  of  com- 
panies of  this  class  is  assessed  by  county  assessors,*  and  the  **  fran- 
chise or  intangible  property  "  is  assessed  by  the  State  Tax  Com- 
mission ^  by  practically  the  same  method  it  employs  in  assessing 
raih-oads. 

To  encourage  the  development  of  imused  water  powers,  newly 
constructed  hydroelectric  power  plants  are  exempt  from  taxation 
for  a  period  of  ten  years  from  the  beginning  of  construction.  ^ 

Each  company  of  the  above-named  classes  is  required  to  report 
to  the  State  Tax  Commission  and  to  the  assessors  of  the  counties 
wherein  they  operate.* 

Manufacturing!  Mercantile,  Mining,  and  Miscellaneous  Companies. 

Domestic  and  foreign  manufacturing,  mercantile,  mining,  and 
miscellaneous  corporations  are  taxed  locally  for  state  and  local 

«  Laws  1911,  p.  162. 
&  Ibid.,  p.  170. 
<5  Code,  sec.  2361,  subdiv.  35. 

In  mtmicipalities  of  20,000  population  or  more,  the  license  tax  is  $200;  10,000  to 
20,000  population,  $50;  5,000  to  10,000  poptdation,  $25;  less  than  5,000  population, 

^  Code,  sec.  2362;  Laws  191 1,  p.  184,  sec.  33F. 

The  combined  municipal  license  tax  and  municipal  tax  on  intangible  property  of 
gas,  water,  and  electric  light  companies  can  not  exceed  2  per  cent  of  gross  earnings. 
Laws  191 1,  p.  188,  sec.  36F. 

«  Code,  sees.  210&-2111. 

/Ibid.,  sees.  2364-2390. 

if  Ibid.,  sec.  2069. 

A  Ibid.,  sees.  2108-2 11 1,  2366-2369. 


2l8  TAXATION   OF   CORPORATIONS. 

purposes  on  the  value  of  their  tangible  property."  In  addition, 
domestic  corporations  of  these  classes  pay  locally  for  state  pur- 
poses an  annual  franchise  or  license  tax  based  on  paid-up  capital 
sto<;k,  and  foreign  companies  pay  a  similar  tax  based  on  capital  em- 
ployed in  the  State.  * 

The  real  and  personal  property  of  such  corporations  is  assessed 
locally  and  the  officers  of  the  corporation  are  required  to  list  all 
taxable  property  belonging  to  the  corporation  with  the  county 
assessor  of  the  county  in  which  the  business  is  carried  on.« 

Stocks  of  goods  are  assessed  on  the  average  amoimt  on  hand 
dtuing  the  preceding  year. « 

To  encourage  the  manufacture  of  cotton,  wool,  and  lime  nitro- 
gen, plants  used  in  such  industries  are  exempt  from  taxation  for  a 
limited  period.**  Breweries  are  required  to  pay  locally  for  state 
purposes  an  annual  license  tax  of  $1,500.' 

Stockholders  and  Bondholders. 

Shares  of  stock  in  domestic  corporations,  except  shares  in  cor- 
porations which  pay  a  tax  on  franchise  or  intangible  property, 
are  assessed  to  the  holders  at  the  principal  place  of  business  of  the 
corporation  in  the  State  on  the  value  of  such  shares  in  excess  of 
the  assessed  value  of  the  real  and  personal  property  of  the  corpora- 
tion. Such  stock  is  assessable  by  county  assessors  and  the  tax 
is  payable  locally  by  the  corporation,  which  may  charge  same  to  the 
accounts  of  the  shareholders./  Shares  of  foreign  corporations^ 
and  bonds  of  domestic  and  foreign  corporations,  except  that  bonds 

«  Laws,  191 1,  p.  166. 

&  Ibid.,  p.  170. 

^  Code,  sec.  2082,  subdivision  4. 

d  Ibid.,  sees.  2062,  2070. 

«  Laws  191 1,  p.  168. 

/  Code,  sec.  2082,  subdiv.  9. 

The  only  deduction  authorized  by  the  statute  is  the  amount  for  which  the  property 
of  the  corporation  is  assessed  for  taxation,  and  not  the  value  of  such  property  as  may 
have  been  exempt  from  taxation  in  favor  of  the  corporation.  Amounts  on  deposit  and 
amounts  invested  in  Alabama  bonds,  while  exempt  to  the  corporation,  are  not  deduct- 
ible in  arriving  at  the  assessable  value  of  the  shares  of  stock.  Ex  parte  State,  66  So. 
Rep.,  I  (1914). 

9  Provisions  of  Alabama  code  taxing  stocks  of  railroads  incorporated  and  operating 
exclusively  in  other  States,  held  by  citizens  of  Alabama  are  not  tmconstitutional 
under  the  Fourteenth  Amendment,  because  no  similar  tax  is  imposed  on  the  stock  of 
domestic  railroadsorof  foreign  railroads  doing  business  in  Alabama;  the  property  of  the 
former  class  of  railroads  being  untaxed,  and  that  of  tlie  latter  two  classes  being  taxed, 
by  the  State.     Kidd  r.  Alabama,  i88  IT.  S.,  730  (1903). 
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seciired  by  real  estate  mortgages  upon  which  the  recording  tax 
has  been  paid,  are  taxable  to  the  holders  thereof. « 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  considered  are,  with 
the  exceptions  above  noted,  taxed  in  practically  the  same  manner 
as  similar  domestic  corporations. 

m.  FINANCIAL  RESULTS 
Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  31  per  cent. 

ToTAi,  Statb  R^sipts,  Tax^  prom  Corporations,  Other  Taxbs,  and  R^eipts 
PROM  Sources  Othbr  than  Taxes,  Year  Ended  September  30,  191 2. & 

Total  state  receipts,  all  sotirces $6, 046, 60a  28 

State  taxes  from  corporations: 

Railroads,  steam  and  electric,  general  property  <^  . . .  I647, 824.  80 

Sleeping  car,  lump  sum 5, 50a  00 

Express  companies — 

General  property  c 4, 406. 92 

Mileage 5, 50a  00 

Telegraph  companies — 

General  property  «^ 25, 922.  73 

Mileage 5, 571.  75 

Telephone  companies — 

General  property^ 21, 871. 38 

Mileage  and  fixed  amount 5, 288.  66 

Gas,  electric  light,  and  water  companies — 

General  property*^ 112, 234.  79 

Privilege  taxes 3, 386.  26 

Steamboat  companies,  general  property  c 6, 667. 08 

Oil  companies,  privilege  tax 4,  513.  79 

Banks,  general  property  tax^ 87, 526.  64 

Banks,  examination  fees 9, 06a  00 

Building  and  loan  associations,  licenses i,  822. 38 

Insurance  companies,  taxes  and  fees 252, 654. 06 

Corporation  capital-stock  tax 1x9,  28a  89 

Corporation  fees 85, 659.  14 

Total  ascertainable  state  taxes  from  corporations i,  404, 691.  27 

^Code,  sec.  2082,  subdiv.  11. 

The  revenue  law  providing  for  a  tax  for  recording  mortgages,  deeds  of  trust,  or  writ- 
ten contracts  of  conditional  sale,  and  declaring  that  no  ad  valorem  tax  shall  be  col- 
lected on  any  such  instrument  or  on  the  debts  secured  thereby  after  such  tax  has 
been  paid,  is  constitutional.     State  v.  Alabama  Fuel  &  Iron  Co.,  66  So.  Rep.,  169 

(1914). 
^  From  Annual  Report  State  Auditor,  191 2. 

c  Estimated  by  applying  the  state  rate  of  0.0065  to  the  property  values  found  in 
Report  of  State  Auditor,  1912,  p.  484,  and  Report  of  State  Tax  Commission,  191 1,  p.  6. 
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Other  taxes: 

■ 

General  property  tax«  (less  $906,454.34  above  esti- 
mated)    $2, 487, 819.  58 

Pdll  tax 179,  79a  23 

Miscellaneous  licenses 172, 707.  73 

Liquor  licenses,  etc , . . .  127, 716.  66 

Tax  on  record  mortgages 107, 326. 43 

Motor  vehicles 40, 054. 10 

Game  and  fish  protection  fund 10, 262. 19 

Total  state  taxes  not  from  corporations $3, 125, 676.  92 

Total  taxes  for  state  purposes,  all  sources 4,  530, 368.  19 

Receipts  from  sources  other  than  taxes: 

Convict  department i,  074,  aai.  28 

Sale  of  tags  and  stamps 206,  55a  24 

Sale  of  lands,  etc 78, 854.  70 

Departmental  and  cotut  fees,  etc 61, 054. 81 

United  States  aid  to  colleges 50,  ooa  00 

Registration  of  brands 10, 062. 04 

Court  costs 6, 728. 47 

Sale  of  laws,  acts,  etc 6, 003.  75 

Miscellaneous  receipts 22,  756.  80 

Total  receipts  from  sources  other  than  taxes i,  516, 232.  09 

Total  state  receipts,  all  sources 6, 046, 6oa  28 

IV.  COMMENTS. 
Historical. 

When  Alabama  became  a  State  in  1819,  there  was  practically  no 
special  assessment  for  taxation  of  the  property  of  corporations. 
In  fact,  this  is  a  matter  which  has  been  given  attention  by  the 
legislatm^e  only  in  recent  years. 

Pursuant  to  a  series  of  acts  dating  from  1823  to  1826,  the  State 
invested  eight  millions  of  dollars  in  bank  stock.  ^  The  earnings 
from  these  investments  for  a  time  defrayed  the  greater  part  of  the 
State's  expenses,  and  as  a  consequence  most  of  the  direct  taxes 
were  suspended  in  1836.  Dtiring  the  financial  depression  of  1837, 
however,  banks  whose  stock  the  State  held  became  involved,  and 
in  1 842  were  placed  in  liquidation.  During  the  interim  the  State, 
by  reason  of  the  depreciation  in  the  value  of  these  stocks,  became 
financially  embarrassed,  and  heavy  taxation  and  the  sale  of  state 
bon,ds  failed  to  provide  sufficient  revenue  to  defray  the  State's 
indebtedness  until  after  the  appointment  of  a  commission,  author- 
ized in  1874  <^  to  liquidate  and  adjust  the  claims  against  the  State, 

a  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  practically  impo^ 
sible  to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 

6  "Repudiation  of  State  Debts,"  by  William  A.  vScott,  1893,  p.  54. 

c  Laws  1874,  p.  102. 
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In  1897  a  tax  commissioner  was  appointed  to  supervise  the 
administration  of  the  tax  laws  of  the  State,  and  all  corporations, 
domestic  and  foreign,  not  subject  to  a  license  tax  were  required 
to  pay  a  graduated  supplemental  tax  based  on  paid-up  capital 
stock,  with  rates  varying  from  $10  to  $500.^ 

An  act  of  1900  authorized  the  refund  of  money  collected  imder 
an  act  of  1 899  imposing  certain  license  taxes  which  was  declared 
unconstitutional.  The  authorization  of  this  refund  extended  only 
to  the  amount  collected  under  the  imconstitutional  act  which  was 
in  excess  of  the  amount  as  fixed  in  the  Code  of  1 896  or  other  exist- 
ing law.  ^  A  new  act  covering  this  subject  was  passed  in  1 901 .  <^  In 
the  same  year  a  new  constitution  was  adopted  which  necessi- 
tated several  changes  in  the  revenue  law,  and  in  1903  the  statutes 
were  revised  to  conform  to  the  new  constitutional  requirements. 

A  legislative  act  of  1907  ^  abolished  the  office  of  tax  commissioner 
and  transferred  the  duties  attaching  thereto  to  the  present  State 
Tax  Commission,  which  it  created.  This  commission  was  given 
broad  supervisory  powers  over  the  taxation  system  of  the  State, 
and  among  the  duties  assigned  to  it  was  the  assessment  of  the 
intangible  values  of  public-service  corporations.  * 

Foreign  corporations  which  for  ten  years  previous  had  been  sub- 
ject to  a  tax  on  the  full  amoimt  of  paid-up  capital  stock  were  in 
1 907  made  taxable  on  the  amount  of  capital  employed  in  the  State,' 
but  the  rates  were  higher  than  those  imposed  on  domestic  corpora- 
tions.^ The  present  law  has  been  described  under  the  head  of 
*  *  Franchise  tax . '  ** 

Fractional  Assessment. 

The  report  of  the  State  Tax  Commission  for  191 1  states  that 
notwithstanding  the  fact  that  the  legal  basis  of  valuation  has 
been  changed  to  60  per  cent  from  100  per  cent,  the  assessments, 
largely  through  the  eflForts  of  the  commission,  have  been  greatly 
increased.     According  to  its  191 2  report,  the  commission  suc- 

o  Code  1896,  sec.  4122,  subdiv.  55. 

&  Laws  1900- 1 901,  p.  669. 

c  Ibid.,  p.  2598. 

<*  Laws  1907,  p.  425. 

«  Ibid.,  p.  342. 

/  Code,  sees.  2391-2400. 

This  tax  was  held  invalid  as  to  a  corporation  already  within  the  State,  as  being  a 
new  and  additional  tax  which  was  not  imposed  on  domestic  corporations.  Southern 
Railway  Co.  v,  Greene,  216  U.  S.,  400  (1910). 

^Code,  sec.  2361,  subdiv.  26. 

A  Supra,  p.  212. 

S5398"— 15 16 
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ceeded  in  obtaining  in  that  year  the  second  largest  increase  in 
assessed  values  ever  made  in  any  one  year  in  the  State,  namely, 
about  $62,000,000,  or  over  11  per  cent.** 

Centralization. 

Alabama  has,  in  recent  years,  acquired  a  high  degree  of  cen- 
tralization as  to  the  assessment  of  public-service  corporations, 
but  coinplaint  has  been  made  by  the  State  Tax  Commission  that 
it  has  been  practically  impossible  to  obtain  the  desired  degree  of 
cooperation  of  local  tax  officials  toward  the  assessment  of  property 
at  the  proportion  of  actual  value  required  by  law.  The  com- 
mission states  in  its  191 2  report*  that  opposition  to  full  legal 
assessments  is  fostered  largely  by  those  who  are  not  paying  their 
fair  share  of  taxes  and  who  are  trying  to  obstruct  the  ejfforts  of 
the  commission  in  making  a  just  assessment  against  their  par- 
ticular properties. 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  the  court  reports 
of  value  in  the  study  of  corporate  taxation  in  Alabama: 

Annual  Reports  of  the  State  Tax  Commissioner,  1 904-1 906. 
Annual  Reports  of  State  Tax  Commission,  1 907-1 91 3. 
Annual  Reports  of  State  Auditor. 
"The  Repudiation  of  State  Debts,"  by  William  A.  Scott,  1893. 

«  Report  of  State  Tax  Commissioii,  1912,  p.  4. 
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I.  GENERAL  VIEW. 
Chief  Features. 

First.  The  application  of  the  general  property  tax  to  practically 
all  classes  of  property. 

Second.  The  imposition  of  state  privilege  taxes  on  practically 
every  class  of  corporations,  in  addition  to  general  property 
taxation. 

Third.  The  taxation,  in  addition  to  all  other  taxes,  of  property, 
acreage,  production  and  privileges,  in  certain  counties  for  levee 
purposes. 

General  Property  Tax. 

All  property,  whether  belonging  to  corporations  or  to  indi- 
viduals, unless  exempt,  is  subject  to  the  general  property  tax  paid 
locally  for  state  and  local  purposes.  The  property  of  railroad, 
express,  sleeping-car,  telegraph,  and  telephone  companies  used 
in  their  business  is  assessed  by  the  railroad  commission.  All 
other  taxable  property  is  assessed  by  the  local  assessors. 

Taxes  Supplemental  to  the  General  Property  Tax. 

State  privilege  taxes  of  various  kinds  are  imposed  on  practically 
all  classes  of  corporations  which,  except  as  applied  to  freight-line 
companies,  are  in  addition  to  the  general  property  tax.  Munici- 
palities may  levy  one-half  the  amounts  imposed  for  state  pur- 
poses, except  that  license  taxes  may  not  be  imposed  for  munici- 
pal purposes  on  telegraph,  express,  and  sleeping-car  companies. 

Stockholders  and  Bondholders. 

Shares  of  stock  of  corporations  whose  property  is  taxed  in  the 
State  are  not  taxable  to  holders  thereof.  Shares  of  stock  of  other 
corporations  are  taxable  to  the  holders.  Bonds  of  corporations 
bearing  a  rate  of  interest  not  greater  than  6  per  cent  are  exempt. 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are  subject 
to  the  same  method  and  manner  of  taxation  as  similar  domestic 
corporations. 

233 
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Administration. 

The  railroad  commission,  acting  ex  officio  in  matters  of  taxation, 
assesses  the  property  of  steam  raih-oads,  express,  sleeping-car, 
telegraph,  and  telephone  companies,  and  apportions  the  assess- 
ments among  the  counties.^  This  commission  is  composed  of 
three  members,  one  from  each  supreme  court  district,  being 
elected  by  the  State  at  large  for  a  term  of  four  years.*  The 
county  assessor  assesses  all  other  taxable  property.  The  coimty 
board  of  supervisors  equalizes  assessments  within  the  county  by 
increasing  or  diminishing  the  valuation  of  any  property,  except 
that  assessed  by  the  railroad  commission.*^  The  board  also  has 
power  to  order  a  reassessment  of  property  .<* 

General  property  taxes  for  state  and  county  purposes  are  paid 
to  the  tax  collectors  of  the  respective  counties.'  The  classifica- 
tion of  railroads  for  the  payment  of  privilege  taxes  is  made  by 
the  railroad  commission.  The  state  privilege  taxes  on  railroads, 
express,  sleeping-car,  and  telegraph  companies  are  paid  to  the 
auditor  of  public  accounts. '  Other  state  privilege  taxes  are  paid 
to  the  tax  collector  of  the  county.  The  state  revenue  agent  has 
general  charge  of  the  collection  of  delinquent  state,  county,  mu- 
nicipal, or  levee  taxes  ^  and  the  assessment  of  omitted  property 
of  corporations  and  individuals.* 

n-  DETAILS  AS  TO  THE    CONSTITUTION  AND  STATUTES. 

Constitution.* 

"Taxation  shall  be  uniform  and  equal  throughout  the  State. 
Property  shall  be  taxed  in  proportion  to  its  value.  *  *  * 
Property  shall  be  assessed  for  taxes  under  general  laws,  and  by 

o  Code,  sees.  4382,  as  amended  Laws  1914,  chap.  247;  4387;  4392. 

^  Ibid.,  sec.  4826. 

c  Ibid.,  sec.  4297. 

d  Ibid.,  sees.  4294,  4299. 

«  Ibid.,  sees.  4314,  4394. 

/Ibid.,  sec.  3894,  as  amended.  Laws  1914,  chap.  114. 

if  Ibid.,  sees.  4738,  4740. 

A  Sources  of  revenue  in  Mississippi : 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  poll  tax;  (c)  privilege 
taxes;  (d)  fees,  lines,  and  forfeitiu'es. 

County. — (a)  General  property  tax;  (b)  poll  tax;  (c)  privilege  taxes;  (d)  fees,  fines, 
and  forfeitures. 

State. — (o)  General  property  tax;  (6)  privilege  taxes;  (c)  income  tax;  (d)  fees,  fines 
and  forfeitures. 

*  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  the  State  as 
contained  in  the  Mississippi  Code  of  1906. 


MISSISSIPPI.  225 

uniform  rules,  according  to  its  true  value.  But  the  legislature 
may  provide  for  a  special  mode  of  valuation  and  assessment  for 
railroads,  and  railroad  and  other  corporate  property,  or  for  par- 
ticular species  of  property  belonging  to  persons,  corporations,  or 
associations  not  situated  wholly  in  one  county.  But  all  such 
property  shall  be  assessed  at  its  true  value,  and  no  county  shall  be 
denied  the  right  to  levy  county  and  special  taxes  upon  such  assess- 
ment as  in  other  cases  of  property  situated,  and  assessed  in  the 
county.'** 

**  The  property  of  all  private  corporations  for  pecuniary  gain  shall 
be  taxed  in  the  same  way  and  to  the  same  extent  as  the  property 
of  individuals,  but  the  legislature  may  provide  for  the  taxation  of 
banks  and  banking  capital,  by  taxing  the  shares    *    *    *     '*  ^ 

"All  existing  charters  or  grants  of  corporate  franchise  under 
which  organizations  have  not  in  good  faith  taken  place  at  the 
adoption  of  this  constitution  shall  be  subject  to  the  provisions  of 
this  article  [sees.  178-200];  and  all  such  charters  under  which 
organizations  shall  not  take  place  in  good  faith  and  business  be 
commenced  within  one  year  from  the  adoption  of  this  constitution 
shall  thereafter  have  no  validity.     *    *    *  **  * 

^  Consdtution,  sec.  112. 

The  provision  that  no  county  shall  be  denied  the  right  to  leVy  county  or  special 
taxes,  etc.,  applies  only  to  assessments  of  railroads  or  other  like  property  not  sittiated 
wholly  in  one  county.     Brennan  v.  Mississippi,  etc.,  Co.,  70  Miss.,  531  (1893). 

The  section  is  the  only  constitutional  limitation  on  the  power  of  the  legislature  to 
exempt  property  from  cotmty  and  municipal  taxation.     Ibid. 

A  statute  providing  for  the  assessment  of  railroads  for  back  taxes  by  the  state  rail- 
road commission,  without  appeal,  does  not  violate  the  uniformity  and  equality  rule 
under  this  section,  nor  is  it  a  deprivation  of  property  without  due  process  of  law, 
although  other  taxpayers  may,  under  general  laws,  appeal  from  the  tribunal  fixing 
their  taxes.     Yazoo,  etc.,  R.  R.  Co.  v.  Adams,  77  Miss.,  764  (1900). 

Provision  is  made  by  law  for  the  assessment  of  railroad  companies  by  the  railroad 
commission,  and  municipalities  are  not  authorized  to  make  independent  assessments, 
though  operating  under  charters  granted  before  the  enactment  of  section  112,  of  the 
constitution  of  1890.     Yazoo,  etc.,  R.  R.  Co.  v.  City  of  Vicksburg,  95  Miss.,  701  (1909). 

^  Constitution,  sec.  181. 

Section  181,  enacting  that  the  property  of  corporations  shall  be  taxed  like  that  of 
individuals,  must  be  construed  with  section  1 12,  providing  for  special  modes  of  assess- 
ment for  corporations,  and  section  4267  of  the  Code  is  not  invalid;  and  where  the 
aggregate  market  value  of  the  stock  of  the  corporation  exceeds  the  value  of  the  real 
and  personal  property,  a  tax  on  the  difference  is  a  tax  on  the  value  of  the  franchise, 
and  is  proper.    People's  Warehouse  Co.  v.  Yazoo  City,  97  Miss.,  500  (1910). 

c  Constitution,  sec.  i8a 

An  exemption  from  taxation  contained  in  a  charter  of  a  railroad  company  which 
afterwards  loses  its  corporate  existence  by  consolidation  with  another  company  was 
cut  off  by  the  section,  notwithstanding  the  charter  provided  that  the  exemptions 
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**The  power  to  tax  corporations  and  their  property  shall  never 
be  surrendered  or  abridged  by  any  contract  or  grant  to  which  the 
State  or  any  political  subdivision  thereof  may  be  a  party,  except 
that  the  legislature  may  grant  exemption  from  taxation  in  the 
encouragement  of  manufacturers  and  other  new  enterprises  of 
pubUc  utiUty  extending  for  a  period  not  exceeding  five  yeare,  the 
time  of  such  exemptions  to  commence  from  date  of  charter,  if  to 
a  corporation;  and  if  to  an  individual  enterprise,  then  from  the 
commencement  of  work;  but  when  the  legislature  grants  such 
exemptions  for  a  period  of  five  years  or  less,  it  shall  be  done  by 
general  laws,  which  shall  distinctly  enumerate  the  classes  of  manu- 
facturers and  other  new  enterprises  of  public  utility  entitled  to 
such  exemptions,  and  shall  prescribe  the  mode  and  manner  in 
which  the  right  to  such  exemptions  shall  be  determined/*" 

"Provision  shall  be  made  by  general  laws  whereby  cities  and 
towns  may  be  authorized  to  aid  and  encourage  the  establishment 
of  manufactories,  gas  works,  waterworks,  and  other  enterprises  of 
public  utility  other  than  railroads,  within  the  Umits  of  said  cities 
or  towns,  by  exempting  all  property  used  for  such  purposes  from 
municipal  taxation  for  a  period  not  longer  than  ten  years.  "^ 

*  'Corporations  shall  be  formed  under  general  laws  only.  *  *  * 
In  assessing  for  taxation  the  property  and  franchises  of  corpora- 
tions having  charters  for  a  longer  period  than  ninety-nine  years, 
the  increased  value  of  such  property  and  franchises  arising  from 
such  longer  duration  of  their  charters  shall  be  considered  and 
assessed;  but  any  such  corporation  shall  have  the  right  to  sur- 
render the  excess  over  ninety-nine  years  of  its  charter."  ^ 

**  No  obligation  or  Uability  of  any  person,  association,  or  corpora- 
tion held  or  owned  by  this  State,  or  levee  board,  or  any  cotmty, 
city,  or  town  thereof,  shall  ever  be  remitted,  released,  or  post- 
poned, or  in  any  way  diminished  by  the  legislature,  nor  shall  such 
liability  or  obligation  be  extinguished  except  by  payment  thereof 
into  the  proper  treasury. ''<* 

'*  No  revenue  bill,  or  any  bill  providing  for  assessments  of  prop- 
erty for  taxation,  shall  become  a  law  except  by  a  vote  of  at  least 
three-fifths  of  the  members  of  each  house  present  and  voting.  *  '* 

should  pass  to  the  consolidated  company.  Adams  v.  Yazoo,  etc.,  R.  R.  Co.,  77  Miss., 
194  (1898);  affirmed  in  Yazoo,  etc.,  R.  R.  Co.  v.  Adams,  180  U.  S.,  i  (1901). 

«  Constitution,  sec.  182. 

The  statute  exempting  from  taxation  a  class  of  factories  being  or  about  to  be  estab- 
lished, though  the  company  was  chartered  before  the  statute,  is  constitutional,  and 
does  not  violate  section  182  of  the  constitution.  Adams  v.  Winona  Cotton  Mills,  92 
Miss.,  743  (1908). 

&  Constitution,  sec.  192.    Code,  sec.  4251,  as  amended  I^aws  19x2,  chap.  241. 

clbid.,  sec.  178. 

<^Ibid.,  sec.  100. 

It  is  beyond  the  power  of  a  municipality,  under  the  section,  to  remit  or  release  lia> 
bility  to  it  for  due  and  unpaid  taxes.    Morris,  etc.,  Co.  v.  Adams,  75  Miss.,  410  (1897). 

«  Constitution,  sec.  70. 

The  section  is  binding  as  a  matter  of  procedure  on  the  legislature,  but  its  disregard 
is  beyond  the  control  of  the  oottrts.    H\mt  v.  Wright.  70  MiM.|  898  (1899). 
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"  Provision  shall  be  made  by  general  laws  to  prevent  the  abuse 
by  cities,  towns,  and  other  municipal  corporations  of  their  powers 
of  assessment,  taxation,  borrowing  money,  and  contracting 
debts/ '« 

The  legislature  is  prohibited  from  passing  local,  private,  or  special 
laws  exempting  property  from  taxation  or  from  levy  or  sale.* 

A  poll  tax  of  two  dollars,  in  aid  of  the  common  schools  and  for  no 
other  purpose,  is  imposed  on  males  between  twenty-one  and  sixty 
years  of  age.*^ 

"The  legislature  shall  impose  for  levee  purposes,  in  addition  to 
the  levee  taxes  heretofore  levied  or  authorized  by  law,  a  uniform 
tax  of  not  less  than  two  nor  more  than  five  cents  an  acre  per 
annum  upon  every  acre  of  land  now  or  hereafter  embraced  within 
the  limits  of  either  or  both  of  said  levee  districts."'' 

**The  legislature  shall  have  full  power  to  provide  such  system  of 
taxation  for  said  levee  districts  as  it  shall,  from  time  to  time,  deem 
wise  and  proper.*'* 

"  The  rolling  stock  belonging  to  any  railroad  company  *  *  * 
shall  be  considered  personal  property. "' 

*' Express,  telegraph,  telephone,  and  sleeping-car  companies 
are  declared  common  carriers  in  their  respective  lines  of  business, 
and  subject  to  liability  as  such.'**? 

The  sheriflF,  assessor,  and  other  coimty  officers  sire  selected  in 
the  manner  provided  by  law  for  each  county.* 

The  governor  has  power,  and  it  is  made  his  duty,  to  suspend 
alleged  defaulting  tax  collectors  pending  investigation,  and  make 
temporary  appointments  while  investigations  are  being  made.* 

A  Constitution,  sec.  80. 

bibid.,  sec.  90. 

clbid.,  sec.  243. 

<^Ibid.,  sec.  236.  (Referring  to  the  Mississippi  and  the  Yazoo-Mississippi  Delta 
levee  districts.) 

<Ibid.,  sec.  237. 

/Ibid.,  sec.  185. 

^Ibid.,  sec.  195. 

The  section  does  not  relieve  a  sleeping-car  company  from  liability  to  a  privilege  tax, 
even  if  its  local  business  is  done  at  a  loss  and  the  tax  has  to  be  paid  from  its  interstate 
business.     Pidlman  Co.  v.  Adams,  78  Miss.,  814  (1901). 

If  this  section  should  be  read  as  imposing  an  obligation  to  take  local  passengers,  the 
question  might  be  whether  the  section  is  valid.  Pullman  Co.  v,  Adams,  189  U.  S., 
420(1903). 

A  Constitution,  sec.  138.  The  term  "sheriff"  in  this  State  implies  "tax  collector." 
Byrne  v.  State,  50  Miss.,  688  (1874);  French  v.  State,  52  Miss.,  759  (1875). 

<  Constitution,  sec.  125. 
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Statutes.^ 

_  • 

General  Property  Tax. 

Domestic  and  foreign  corporations,  except  freight-car  com- 
panies,  pay  the  general  property  tax  locally  for  state  and  local 
purposes. 

The  statute  requires  the  assessment  of  all  property  at  cash 
value,  namely,  the  amount  which  the  owner  would  accept  for  it, 
if  disposed  to  sell.^  In  practice,  property  is  assessed  at  about 
50  per  cent  of  cash  value.  *^  In  addition  to  the  general  property 
tax  for  state  and  usual  local  purposes,  levee  districts  are  permitted 
by  statute  to  levy  property  and  other  taxes  for.  levee  ptuposes.^ 

Operating  property  of  railroad,  telegraph,  telephone,  express, 
and  sleeping-car  companies  is  assessed  by  the  state  railroad 
commission.*  All  other  taxable  property  is  assessed  by  local 
assessors.  ^ 

The  statutory  definition  of  land  includes  "all  corporeal  here- 
ditaments whatever,  aiid  any  interest  therein,  whether  an  estate 
for  years,  or  a  different  estate.  '*  ^  The  statutory  definition  of 
personal  property  includes  **  goods,  chattels,  effects,  and  evidences 
of  rights  of  action,  and  all  written  instruments  by  which  any 
pecimiary  obligation,  or  any  right,  title,  or  interest  in  any  real 
or  personal  estate,  shall  be  created,  acknowledged,  transferred, 
incurred,  defeated,  discharged,  or  diminished. ''  * 

Real  estate  is  assessed  biennially  and  personal  property 
annually.  * 

Real  estate  and  tangible  personal  property  are  assessed  where 
situated,  and  intangible  property  where  the  owner  resides.  The 
domicile  of  a  corporation  is  the  location  of  its  principal  office  or 

<^  Except  as  otherwise  indicated,  references  herein  are  to  the  Mississippi  Code  of  1906, 
cited  as  "Code." 

^  Code,  sees.  4268,  4281. 

A  foreign  corporation,  purchasing  a  turpentine  lease  in  the  State  and  establishing  a 
commissary  for  its  customers  at  which  it  received  turpentine  and  rosin,  held  to  have 
"money  employed  in  business"  to  the  amount  evidenced  by  the  value  of  the  lease, 
and  to  be  taxable  on  such  amotmt.     Union  Naval  Stores  v.  Adams,  104  Miss.,  299 

(1913)- 

'■'  Interview  with  state  tax  officials,  November,  1914. 

^  I^ws  1914,  chap.  280. 

*  Code,  sec.  4382,  as  amended.  Laws  1914,  chap.  247;  4387;  4392. 
/Ibid.,  sees.  4263,  4267,  4283. 

if  Ibid.,  sec.  1584. 

*  Ibid.,  sec.  1591. 

<  Ibid.,  sees.  4263,  4280. 
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place  of  business.*  In  valuing  real  estate,  its  proximity  to  trans- 
portation facilities  and  communities  is  taken  into  consideration.* 

Money  on  hand  or  on  deposit  is  taxable.  Credits  are  not  taxable 
imless  they  bear  a  rate  of  interest  higher  than  6  per  cent.  ^ 

In  addition  to  the  usual  exemption  of  property  used  for  reli- 
gious, charitable,  school,  library,  cemetery,  and  public  purposes, 
farm  products  in  the  hands  of  producer,  farming  implements  in 
use,  mechanics*  tools,  and  certain  manufacturing  plants  and 
machinery  are  exempt  from  taxation.^ 

Railroad,  ExpresS|  Sleeping-Car,  Telegrapl^y  and  Telephone  Com- 
panies. 

Domestic  and  foreign  railroad,  express,  sleeping-car,  telegraph, 
and  telephone  companies  pay  the  general  property  tax  locally  for 
state  and  local  purposes.  In  addition,  they  pay  certain  privilege 
taxes  for  state  purposes. 

All  property  of  railroads,  except  real  estate  not  used  in  the 
railroad  business,  is  assessed  by  the  railroad  commission.  Real 
estate  not  used  in  the  railroad  business  is  assessed  locally.*  Col- 
lection of  privilege  taxes  is  made  by  the  State,  except  those  from 
telephone  companies  which  are  collected  locally. 

The  exact  method  of  determining  the  valuations  of  railroad  prop- 
erty is  not  fully  revealed  by  the  railroad  commission.  In  general, 
however,  such  valuations  are  based  largely  on  reports  by  the  rail- 
roads to  the  commission.  These  reports  show  the  value  per  mile  of 
track,  the  value  of  franchise,  and  rolling  stock,  and  separately  the 
value  and  location  of  other  items  of  railroad  property,  such  as 
depots,  warehouses,  etc.  After  considering  the  valuations  thus 
returned  by  the  companies  the  commission  agrees  on  a  separate 
valuation  per  mile  for  the  first  and  second  main  tracks  and  side- 
tracks of  through  lines,  branches,  or  divisions  of  each  railroad 
operating  in  the  State.  This  valuation  per  mile  includes  the  value 
of  franchise,  rolling  stock,  roadbed,  rails,  bridges  and  other  strictly 
right-of-way  superstructure,  and  ferries.  The  number  of  miles  of 
first  or  second  main  tracks  or  sidetracks  located  in  any  coimty,  city, 
or  town,  multiplied  by  their  respective  valuations  per  mile,  equals 

A  Code,  sees.  4258,  4259. 
^  Ibid.,  sec.  4281. 

<^  Ibid.,  sec.  4270,  as  amended,  Laws  1912,  chap.  90. 

^  Ibid.,  sec.  4251,  as  amended,  Laws  1912,  chap.  241;  Laws  1912,  chaps.  115,  118. 
« Ibid.,  sec.  4387. 

No  city,  town,  or  village  can  make  any  independent  assessment  of  its  own  against 
steam  railroad  property.     Railroad  Co.  v.  Vicksburg,  95  Miss.,  701  (1909). 
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the  total  valuation  of  track  apportionable  thereto.  The  valuations 
of  the  various  items  of  other  property,  such  as  depots  and  shops 
and  the  real  estate  used  in  connection  therewith,  are  not  apportion- 
able, but  are  assigned  directly  to  the  county,  city,  or  town  where 
located." 

Telegraph  property  is  classified  as  '* poles"  and  "wire,"  *  and 
telephone  property  as  "main  line"  and  "side  line,"  which  in- 
cludes in  each  the  value  of  both  telephone .  poles  and  wires. 
Separate  valuations  per  mile  are  determined  for  each  such  class 
of  telegraph  and  telephone  property,  and  the  number  of  miles  of 
each  class  located  in  any  county,  city,  or  town,  multiplied  by  its 
respective  valuation  per  mile,  equals  the  valuation  apportionable 
thereto.*^  A  further  classification  is  made  of  nondistributive 
telephone  property,  namely,  "telephone  instruments,"  "switch- 
boards," and  "other  property."  These  items  are  separately 
assessed  and  the  valuation  assigned  directly  to  the  coimty,  city, 
or  town  where  located.*' 

Passenger-car  companies  are  assessed  on  the  proportionate 
value  of  cars  used  in  the  State.  This  valuation  is  baded  on  route 
mileage  of  railroads  over  which  the  cars  travel  in  the  State,  and 
apportioned  to  the  counties  and  minor  taxing  districts  on  the 
mileage  basis.  ^ 

The  property  of  express  companies,  consisting  of  horses,  wagons, 
oflBce  furniture,  etc.,  is  assessed  by  the  commission,  and  the 
valuations  are  assigned  directly  to  the  cotmties,  cities,  or  towns 
wherein  the  property  is  located. 

Each  company  of  the  above-named  classes  is  required  to  report 
annually  such  detailed  information  as  is  necessary  for  the  com- 
mission to  make  a  fair  valuation  of  the  property.  * 

The  annual  privilege  taxes  paid  by  railroad  companies  to  the 
State  for  state  purposes  are  based  on  a  classification  of  railroads, 
which  the  statute  directs  the  commission  to  make  according  to 
charters  and  gross  earnings  of  the  companies.  In  compliance 
with  this,  the  railroads  are  grouped  under  four  classes  and,  except 
in  levee  districts,  are  taxed  at  the  following  rates  per  mile  of  main 
line:  Railroads  of  the  first  class  pay  $45,  of  the  second  class  $25, 


o  Code,  sees.  4387,  4389,  4390.    Interview  with  state  tax  officials,  November,  1914. 
&  A  mile  of  line  having  four  wires  woidd  be  counted  as  4  miles  of  wire.    Interview 
with  state  tax  officials,  November,  1914. 

c  Copy  of  assessment  sheets  as  used  by  Railroad  Commission,  19 14. 

^  Interview  with  state  tax  officials,  November,  1914. 

«  Code,  sec.  438a,  as  amended,  Laws  29x4,  chap.  947;  sec.  4393* 
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of  the  third  class  $10,  and  of  the  fourth  class  (narrow  gauge 
railroads)  $2.50  per  mile  of  main  line.  In  levee  districts  they  pay 
the  State  for  the  mileage  within  the  district  $20,  $15,  $7.50,  and 
$2.50,  respectively. <* 

The  rate  of  the  privilege  tax  on  express  companies  is  $250,  plus  $4 
per  mile  of  railroad  main  track,  for  operating  over  first-class  roads; 
and  $250,  plus  $2  per  mile,  for  operating  over  second  or  third  class 
railroads.* 

The  rate  of  the  privilege  tax  on  sleeping-car  companies  is 
$2.50  per  mile  of  railroad  main  track  for  operating  over  first- 
class  railroads,  and  $1.50  per  mile  for  operating  over  second  or 
third  class  railroads.^ 

The  privilege  taxes  p^d  by  telegraph  companies  is  $250  when 
operating  1,000  or  more  miles  of  pole  line,  and  25  cents  per  mile  of 
pole  line  when  operating  less  than  i  ,000  miles  .<* 

The  rate  of  the  privilege  taxes  paid  by  telephone  companies 
operating  for  profit  ranges  from  $2.50  to  $100  for  each  exchange. 
On  long-distance  telephone  companies  the  rate  varies  from  5  cents 
per  mile  of  line  to  a  flat  tax  of  $250.' 


^  Code,  sec.  3856,  as  amended,  Laws  1912,  chap.  102. 

Railxt>ads  in  the  Mississippi  Levee  District  (several  counties)  pay  nnnti^l  privilege 
taxes  for  district  purposes  as  follows:  Main  line,  $350  per  mile;  branch  lines,  $210  per 
mile;  narrow  gauge,  $87.50  per  mile.  Laws  1886,  chap.  7,  as  amended,  Laws  1908, 
chap.  125,  and  Laws  1914,  chap.  282.     See  "Levee  District  Taxation,"  infra  p.  239. 

The  tax  is  no  greater  on  a  double  than  on  a  single  track  railroad.  The  raihoads 
are  taxed  without  reference  to  the  number  of  tracks  upon  a  single  right  of  way.  Adams 
V.  Railroad  Co.,  92  Miss.,  566  (1908). 

^  Code,  sec.  3810,  as  amended,  Laws  1910,  chap.  94,  sec.  14. 

A  privilege  tax  upon  express  companies  of  $3,000  for  doing  business  in  the  State 
was  held  void  as  to  all  interstate  transportation,  but  valid  as  to  all  business  to  be 
exclusively  performed  within  the  State,  and  an  injunction  was  ordered  restraining 
the  collection  of  the  tax,  until  a  separation  could  be  made,  if  such  separation  were 
possible.    U.  S.  Express  Co.  v.  Hemmingway,  39  Fed.  Rep.,  60  (1889). 

c  Code,  sec.  3867,  as  amended.  Laws  1912,  chap.  95. 

A  privilege  tax  of  fixed  amoant  on  sleeping-car  companies  carrying  passengers  from 
one  point  to  another  within  the  State,  and  also  according  to  mileage  of  railroad  over 
which  the  company  runs  its  cars,  is  not  void  as  a  regulation  of,  or  license  upon,  inter- 
state commerce,  and  it  can  not  be  avoided  by  proving  that  such  business  is  compulsory 
and  done  at  a  loss.    Pullman  Co.  v.  Adams,  78  Miss.«  814  (1901). 

The  company  can  not  complain  of  being  taxed  for  the  privilege  of  doing  a  local 
business  which  it  is  free  to  renounce.  It  was  agreed  that  the  tax  was  a  privilege  tax. 
Pullman  Co.  v»  Adams,  189  U.  S.,  420  (1903). 

d  Code,  sec.  3875,  as  amended,  Laws  1908,  chap.  73,  sec.  19. 

A  similar  privilege  tax  on  telegraph  companies,  but  one  which  was  in  lieu  of  other 
taxes,  was  held  valid  and  not  an  interference  with  interstate  commerce,  although  the 
company  taxed  was  engaged  in  sending  interstate  messages.  Postal  Telegraph  Cable 
Co.  V,  Adams,  71  Miss.,  555  (1893);  aflBrmcd,  U.  S.  Supreme  Court,  155  U.  S.,  688  (1895). 

0  Code,  ICC.  3876,  as  amended,  Laws  19x0,  chap.  94,  sec.  17. 
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Counties  and  municipalities  are  prohibited  from  levying  a 
similar  tax  on  telegraph,  express,  or  sleeping-car  companies.* 

Freight  Line  and  Equipment  Companies. 

Freight  line  and  equipment  companies  pay  to  the  State  for  state 
purposes,  in  lieu  of  all  other  taxes,  a  gross  earnings  tax  of  3  per 
cent.  This  tax  is  based  on  intrastate  earnings  and  on  the  pro- 
portion of  interstate  earnings  which  the  mileage  over  which  the 
business  is  done  in  the  State  bears  to  the  total  mileage.  * 

The  operating  of  a  trading  car  from  which  fruits  and  vegetables 
are  sold  in  the  State  is  subject  to  a  state  privilege  tax  of  $100  for 
one  car  and  $300  for  two  or  more  cars.^  Each  car  from  which 
ice  is  retailed  in  the  State  is  subject  to  a  similar  tax  of  $25.*^ 

Public  Utility,  Manufacturing,  Mercantile,  Mining,  and  Miscella- 
neous Corporations. 

Domestic  and  foreign  gas,  light,  heat,  power,  manufacturing, 
mercantile,  mining,  and  miscellaneous  corporations  pay  the  gen- 
eral property  tax  assessed  and  collected  locally  for  state  and  local 
purposes.  In  addition  practically  all  these  classes  of  corporations 
pay  locally  a  privilege  tax  for  state  purposes. 

Real  and  tangible  personal  property  of  these  companies  is 
assessed  and  taxed  at  its  situs.  Cash  on  hand  or  on  deposit  and 
certain  credits  are  taxable.  ^  The  value  of  the  right  or  franchise 
to  do  business  as  a  corporation  is  taxable  as  property.-^    It  is 

o  Code,  sec.  3909. 

Municipalities  of  more  than  600  inhabitants  may  levy  one-half  of  the  amount  of  the 
state  tax  on  railroad  companies.  Opinion  of  Attorney  General,  Attorney  General's 
Report,  1909-1911,  p.  248. 

^  Laws  19 12,  chaps.  113  and  114. 

<^  Laws  1910,  chap.  96,  as  amended,  Laws  1912,  chap.  93.  This  privilege  is  not  sub- 
ject to  a  municipal  tax. 

The  tax  is  an  occupation  tax  and  not  a  tax  on  each  car  operated.  Zemurray  v^ 
Bouldin,  87  Miss.,  583  (1905). 

^  Laws  1910,  chap.  96. 

«Code,  sec.  4270,  as  amended,  Laws  1912,  chap.  90. 

An  assessment  for  taxation  of  a  waterworks  company  for  "capital  invested  in  mer- 
chandise and  manufacttu'ing"  included  its  pipes,  hydrants,  etc.,  but  not  its  solvent 
credits.  The  latter  were  held  taxable  as  omitted  property.  Adams  v.  Watervrarks  Co., 
94  Miss.,  601  (1909). 

/Code,  sec.  4267. 

The  assessed  value  of  the  personal  property  and  of  the  real  estate  should  be  deducted 
from  the  market  value  of  the  capital  stock,  and  the  excess,  if  any,  taxed.  Panola 
County  v.  Carrier  &  Son,  89  Miss.,  277  (1906). 

This  difference  represents  the  value  of  the  right  of  the  corporation  to  exist,  which 
is  a  franchise  incident  to  all  corporations,  and  of  value,  and  constitutes  part  of  its 
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assessed  by  the  local  assessor  and  taxed  at  the  principal  ofl&ce  of 
the  corporation.** 

Franchises,  or  rights  to  use  the  public  streets,  roads,  etc.,  exer- 
cised by  public-service  corporations,  are  taxable  items  of  property 
and  subject  to  the  general  property  tax.* 

Certain  kinds  of  new  manufacturing  plants  are  exempt  from 
state,  coimty,  and  levee  taxation  for  the  first  five  years  of  their 
establishment,  and  municipalities  may  grant  such  exemption  for 
10  years.  ^ 

State  privilege  taxes  are  imposed  annually  as  follows:  Gas  com- 
panies, $30  to  $300,  and  electric  light  companies,  $25  to  $400;** 
street  car  companies,  $20  per  mile;«  cottonseed-oil  mills,  $85  to 
$1,250,  according  to  capacity  of  mill;/  cotton  compresses,  $50  to 
$200,  according  to  number  of  bales  handled  ;<'  planing  mills,  $5 
to  $62.50;*  sawmills,  $10  to  $250,  according  to  daily  capacity;* 
shingle  mills,  $2.50  to  $50;'  turpentine  distilleries,  $25  to  $100;* 

property;  and  this  is  true  notwithstanding  the  corporation  is  chartered  under  general 
laws  at  small  expense.     People's  Warehouse  Co.  v.  Yazoo  City,  97  Miss.,  500  (1910). 

The  entire  re^  and  personal  property  is  listed  tathe  corporation,  to  which  should  be 
added  the  value  of  the  franchise.  This  construction  would  make  corporations  liable 
far  open  accounts,  notes  or  other  evidences  of  debt  to  the  same  extent  as  individuals, 
and  they  should  be  so  assessed.  Opinion  of  the  attorney  general  to  the  auditor  of 
public  accounts.  Mar.  5,  19 14. 

The  basis  of  assessment  for  both  domestic  and  foreign  corporations  is  the  value  of 
physical  property  plus  the  value  of  its  franchise  to  do  business.  Interview  with  state 
tax  officials,  November,  19 14. 

a  Code,  sees.  4258,  4259. 

This  is  simply  a  franchise  tax,  not  a  tax  on  corporate  excess.  Interview  with  state 
tax  officials,  November,  1914. 

^  The  listing  of  the  capital  stock  wotdd  not  relieve  a  water  company  from  the  neces- 
sity of  listing  the  franchise  to  use  the  streets,  etc.,  as  personal  property.  The  capital 
stock  has  its  taxable  value,  and  the  franchise,  being  personal  property  of  a  distinct 
kind,  has  a  taxable  value  of  its  own.     Adams  v.  Bullock,  94  Miss.,  27  (1908). 

c  Laws  1912,  chap.  115. 

The  power  given  by  law  to  municipalities  to  aid  and  encourage  the  establishment 
of  manufactories,  by  exempting  from  taxation  for  10  years  property  used  therefor, 
does  not  give  power  to  exempt  a  manufactory  already  established  and  in  operation, 
and  not  needing  aid  or  encouragement,  in  consideration  of  its  owners  not  appealing 
from  an  ordinance  extending  the  limits  of  the  town  to  include  it.  Adams  v.  Lamb 
Fish  Lumber  Co.,  104  Miss.,  48  (1913). 

^  Laws  1912,  chap.  104. 

«  Code,  sec.  3874. 

/  Ibid.,  sec.  3801,  as  amended.  Laws  19 12,  chap.  99. 

if  Laws  1908,  chap.  74. 

*  Code,  sec.  3853. 
'  Ibid.,  sec.  3862. 
J  Ibid.,  sec.  3863. 

*  Ibid.,  sec.  3884. 
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turpentine  extracting  plants,  one-fourth  of  a  cent  per  cup  or  box;" 
creosoting  plants,  one-fortieth  of  a  mill  per  foot  of  lumber  treated;  * 
meat-packing  establishments,  $250,  and  $io  per  agency;*^  foun- 
dries and  machine  shops,  $25  to  $50;^  portable  gins,  $25;*^  ice 
factories,  $25  to  $100,  according  to  capacity  of  plant;/  oyster- 
canning  factories,  $ioo;«^  fertilizer  companies,  $25  to  $250,  accord- 
ing to  capital  employed;*  merchandise  stores,  $2.50  to  $350, 
according  to  stock  carried;*  lumber  dealers,  $25  to  $150;^  oil 
depots,  $50;*  public  warehouses,  $2.50  to  $20;^  laundries,  $5  to 
$25;"*  steam  ferries  operating  in  the  State  in  whole  or  in  part, 
$150;*  trading  boats,  $50  to  $200;*^  persons  or  corporations  pur- 
suing the  business  of  buying,  owning,  or  holding  more  than  1 ,000 
acres  of  timberland  in  the  State,  20  cents  per  acre  on  the  excess.^ 
Counties  may  not  tax  these  privileges,  and  municipalities  are  for- 
bidden to  levy  privilege  taxes  exceeding  one-half  the  amotmts 
specified  for  state  privilege  taxes.« 

Stockholders  and  Bondholders. 

Shares  of  stock  of  corporations  whose  property  is  taxed  in  the 
State  are  not  taxed  to  the  holders  thereof.  Other  shares  of  stock 
are  taxable  to  the  holders.*"  Bonds  of  corporations  bearing  a  rate 
of  interest  not  greater  than  6  per  cent  per  atmum  are  exempt,* 
but  with  this  exception  bonds  are  taxable  to  holders.  * 

^  Laws  191a,  chap.  no. 

fr  Ibid.,   chap.  in. 

<J  Ibid.,  chap.  ii4K- 

d  Code,  sec.  3816. 

«  Ibid.,  sec.  3819. 

/  Ibid.,  sec.  3824. 

ff  Ibid.,  sec.  3497,  as  amended,  Laws  1914,  chap.  115. 

A  Ibid.,  sec.  3813. 

» Ibid.,  sec.  3872. 

3  Laws  1908,  chap.  74. 

*  Code,  sec.  3843. 

^  Ibid.,  sec.  3888,  as  amended,  Laws  1910,  chap.  94. 

*»  Ibid.,  sec.  3830,  as  amended,  Laws  1912,  chap.  96. 

«  Ibid.,  sec.  3814. 

A  city  can  not  impose  a  tax  on  the  privilege  of  operating  a  ferry  excluavely  in 
carrying  passengers  across  a  river  from  one  state  to  another,  as  this  would  be  a  burden 
on  interstate  commerce.     Ferry  Co.  v.  State,  loi  Miss.,  65  (1911). 

0  Code,  sec.  3780. 

P  Laws  1912,  chap.  112.  Collections  imder  this  law  are  in  litigation.  Interview 
with  state  tax  officials,  November,  19 14. 

9  Code,  sec.  3909. 

»■  Ibid.,  sec.  4270,  as  amended,  Laws  1912,  chap.  90. 

'  Ibid.,  sec.  4251,  as  amended,  hs-ws  1912,  chap.  241. 

'  Ibid.,  sec.  4266. 
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Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are  subject  to 
the  same  method  and  manner  of  taxation  as  domestic  corpora- 
tions of  the  same  class. 

m.  FINANCIAL   RESULTS, 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  19  per  cent. 

ToTAi*  Stat«  Rqcbipts,  Tax«3  prom  CorporationSi  Other  Taxbs,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  September  30,  ipia.^^ 

Total  state  receipts,  all  sources $3,  568,  503.  64 


State  taxes  from  corporations: 

Railroads — 

General  property $284, 485.  54 

Mileage 7a,  oio.  35 

Sleeping-car  companies — 

General  property 952. 35 

Mileage i,  059.  03 

Express — 

General  property 453.  78 

Mileage 10, 988.  68 

Telegraph — 

General  property 3,  55a  19 

Fixed  amount  (privilege) 50a  00 

Telephone,  general  property iq,  714. 44 

Insurance  companies  (taxes  and  fees) 181, 069.  98 

Fees,  secretary  of  state  ^ 18, 025.  02 

Total  ascertainable  state  taxes  from  corporations 583, 809.  36 

Other  taxes: 

General  property  tax 2,027,659.  72 

Privilege  tax 440»843-  73 

Feed  and  fertilizer  fees 35, 007. 18 

Automobile  licenses 22,  ooa  00 

Oyster  fund 9, 899.  43 

Insolvent  taxes 926.  2 1 

Total  state  taxes  not  from  corporations 2,  536,  336.  27 

Total  taxes  for  state  purposes,  all  sources 3, 120, 145.  63 

Receipts  from  sotu'ces  other  than  taxes: 

Penitentiary 284, 859.  83 

Colleges 83,366.  13 

Trust  and  combine  fines 45, 38a  50 

Depository  interest 12, 6ia  61 

Miscellaneous  land  receipts 12, 072.  31 

«  Biennial  Report,  Auditor  of  Public  Accounts,  1911-1913,  p.  6. 
^  Some  portion  of  this  is  collected  from  sources  other  than  corporations,  but  the 
amount  can  not  be  determined. 
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Receipts  from  sources  other  than  taxes — Continued. 

Experiment  stations $9, 206.  03 

Fees  fi-om  land  office 297.  50 

Insane  hospital 237.  lo 

Chickasaw  school  lands 24a  00 

Sale  of  books 8S.  00 

Total  receipts  from  sources  other  than  taxes $448, 358.  01 

Total  state  receipts,  all  sources 3,  568,  503.  64 

IV.  COMMENTS. 
Historical. 

Prior  to  1875  the  taxable  property  of  railroad  companies  was 
assessed  aad  taxed  in  the  same  manner  as  the  property  of  indi- 
viduals. The  legislature,  however,  favored  railroad  development 
by  granting  charters  containing  various  forms  of  exemptions  from 
taxation.  The  law  of  1875  «  required  all  railroad  companies,  not 
specifically  exempt,  to  pay,  in  lieu  of  all  other  taxation,  a  privilege 
tax  of  $75  per  mile  for  standard-gauge  railroads,  or  $37.50  per 
mile  for  narrow-gauge  railroads.  One-third  of  the  proceeds  of 
this  tax  was  distributed  to  the  counties  and  the  balance  was 
retained  by  the  State.  In  1878  the  rates  were  increased  to  $80 
and  $40,  respectively,  and  the  counties  were  given  one-half  instead 
of  one-third  the  proceeds.  In  1880^  railroad  property  was 
assessed  and  apportioned  to  the  coimties  for  taxation  by  a  state 
board,  consisting  of  the  governor,  auditor  of  pubUc  accounts, 
treasurer,  and  secretary  of  state.  In  lieu  of  taxation  by  this 
method,  railroads  were  permitted  to  pay  a  privilege  tax  ranging 
from  $20  to  $80  per  mile;  one-half  was  for  the  benefit  of  the  State 
and  one-half  for  the  benefit  of  the  counties.  The  statute  named 
each  railroad  company  and  the  rate  per  mile  it  might  pay.  Most 
of  the  railroads  paid  taxes  under  the  latter  provision  in  1882 
and  i883.<^  In  1884  ^^  raikoads,  neither  specifically  mentioned 
nor  exempted  from  taxation,  were  given  the  option  of  pa3niig 
either  the  general  property  tax  or  the  privilege  tax  at  the  rate  of 
$60  per  mile.  The  distribution  of  this  tax  was  changed  in  this 
year  so  as  to  give  the  counties  two-thirds  instead  of  one-half 
thereof.  In  1890 «  the  rates  were  again  very  materially  increased, 
and  for  railroads  named  in  the  statute  it  varied  from  $50  to  $150 
per  mile,  and  for  railroads  not  so  named  it  was  made  $100  per 
mile.     In  1892  f  the  optional  system  was  repealed  and  the  assess- 

al^ws  1875,  chap.  42.  <*Laws  1884,  chap.  22. 

b  Laws  1880,  chap.  6.  e  Laws  1890,  chap.  2. 

cSee  Auditor's  Reports,  1882  and  1883.  /Laws  1892,  chap.  74. 
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ment  and  apportiomnent  of  the  values 'of  railroad  property  for 
state  and  local  taxation  were  entrusted  to  a  railroad  commission. 
In  addition,  railroad  companies,  imless  exempt  by  charter  pro- 
vision, were  required  to  pay  state  privilege  taxes.  For  the  pur- 
pose of  assessing  this  tax  railroads  were  divided  into  four  classes, 
as  at  present,  and  the  rates  were  $20,  $15,  $10,  and  $2  per  mile, 
respectively." 

Privilege  taxes  on  various  occupations  have  always  formed  a 
part  of  the  State's  revenue  system.  In  1870  ^  express  and  tele- 
graph companies  werae  required  to  pay  a  privilege  tax  of  $1,000. 
In  1875*^  the  privilege  tax  on  express  companies  was  changed 
to  $2,000,  on  telegraph  companies  to  $1  per  mile  with  a  maximum 
of  $2,000,  and  sleeping-car  companies  were  taxed  $1,000.  In 
1880  sleeping-car  companies  were  given  the  option  of  paying 
$1,000  or  2)4  per  cent  of  gross  earnings  in  the  State.^  In  1892 
telegraph,  sleeping-car,  and  express  companies  were  assessed  and 
taxed  imder  the  general  property  tax,  the  assessment  and  appor- 
tionment to  the  coimties  being  made  by  the  state  railroad  com- 
mission.* In  this  year  also  the  state  privilege  taxes  were  re- 
duced,** express  companies  being  required  to  pay  $500,  and  $1 
per  mile  of  railroad  track  over  which  business  was  conducted; 
telegraph  companies  $250  if  operating  1,000  miles  or  more  of  line 
and  25  cents  per  mile  if  operating  less  than  1,000  miles  in  the 
State;  and  sleeping-car  companies  $100  (increased  to  $200  in 
1896/)"  and  25  cents  per  mile  of  railroad  track  over  which  cars 
were  run.  Telephone  companies  were  required  to  pay  a  state 
privilege  tax,  ranging  from  $5  to  $100,  according  to  number  of 
subscribers,  in  lieu  of  other  state  and  county  taxes.** 

Provision  was  made,  in  1874,  for  the  creation  of  a  state  board 
of  equalization,  composed  of  ex  officio  state  officers  for  the  equali- 
zation of  assessments  of  real  and  personal  property  among  the 
several  counties,*'  but  the  law  was  repealed  two  years  later.* 

Valuations  of  Public-Service  Corporations. 

In  its  191 2-13  report  the  railroad  commission  called  attention 
to  the  gradual  increase  in  the  assessments  of  public-service  cor- 
porations. The  assessment  of  all  public-service  corporations  for 
the  year  191 1  was  approximately  $51 ,000,000.     This  was  increased 

«Laws  1892,  chap.  75.  cLaws  1892,  chap.  74. 

6  I^ws  1870,  chap.  4.  /I^ws  1896,  p.  46. 

<^I^ws  1875,  chap.  I.  ^Laws  1874,  chap.  28. 

^'lyaws,  1880,  chap.  6.  *I<aws  1876,  chap.  37. 

85398**— 15 17 
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in  1912  to  about  $58,000,000;  and  the  commission  estimated  assess- 
ments of  this  property  in  191 3  would  reach  aknost  $70,000,000.^ 
The  assessments  of  these  companies  for  191 2,  by  classes,  were  as 
follows :  ^ 

Railxoads,  steam  and  electric $56,  773, 214 

Telephone  companies i,  797, 473 

Telegraph  companies 711, 329 

Express  companies 75, 678 

Passenger  car  companies 267, 132 

The  commission  states  that  the  increase  has  been  made  solely 
because  of  its  belief  that  the  public-service  corporations  up  to 
that  time  had  not  borne  a  just  proportion  of  taxes.  It  further 
stated  that  the  question  of  proper  assessment  was  complicated 
by  the  fact  that  taxes  in  various  sections  of  the  State  were  not 
uniform;  for  example,  in  one  section  the  rate  was  made  on 
about  30  per  cent  of  the  true  value;  in  another,  it  may  be  50  per 
cent  to  60  per  cent;  and  in  another,  it  might  run  as  high  as  100 
per  cent.  Under  these  conditions  the  commission  endeavored 
to  assess  public-service  corporations  on  the  basis  of  a  general 
average. 

Local  Assessment  System. 

Commenting  on  the  lack  of  uniformity  of  assessments  as  between 
coimties  the  then  governor  of  the  State  said  at  the  Conference  of 
the  International  Tax  Association,  held  at  Milwaukee,  Wis.,  in 
1910: 

"The  assessors  are  elected,  and  often  they  look  to  their  con- 
stituency just  as  other  citizens  are  looking  to  their  local  benefits. 
I  have  a  letter  from  one  of  the  assessors  in  my  State,  in  which  he 
says  that  the  tax  lists,  as  reported,  were  entered  on  the  rolls  in 
every  case,  without  any  change,  just  as  the  individuals  handed 
them  to  him.  He  submitted  it  to  the  board  of  supervisors,  and 
the  board  of  supervisors  reduced  the  assessment  over  $900,000 
without  any  complaint  at  all,  and  the  reason  assigned  was  the 
state  school  fund.  Sixty  per  cent  of  our  state  taxes  go  to  the 
school  fund;  and  there  are  some  coimties,  with  low  assessments, 
which  get  more  for  school  funds  than  their  whole  state  taxes. ' '  « 

Central  Tax  Board. 

The  present  method  of  equalizing  assessments  is  described  by 
the  same  oflfidal  as  follows : « 

**  There  is  a  power  of  revision  theoretically.  Any  taxpayer  or 
officer  can  appeal  from  the  board's  assessment  to  the  courts. 

A  Biennial  Report  of  the  Mississippi  Railroad  Commission,  1912-13,  p.  4. 

6  Ibid.,  p.  283. 

c  State  and  I«ocal  Taxation,  Fourth  International  Conference,  1910,  p.  346. 
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The  taxpayer  sometimes  does  appeal  for  overassessment,  but  no 
one  ever  appeals  for  the  State  for  underassessment,  and  the  con- 
sequence is  it  is  a  power  and  right  possessed  by  the  State  and 
individuals  to  be  used  for  the  State  which  is  practically  never 
exercised." 

The  creation  of  a  tax  commission  and  equalization  board  to 
equalize  the  taxes  over  the  State  is  recommended  by  the  railroad 
commission.  After  such  equalization,  the  commission  suggested  it 
would  be  a  much  easier  matter  to  determine  what  proportion  of 
the  taxes  the  public-service  corporations  should  pay.^ 

Separation  of  Sources  of  State  and  Local  Revenue. 

In  commenting  on  tax  "dodging**  by  which  property  in  some 
counties  is  assessed  at  about  one-fourth  of  its  worth  while  in  others 
it  is  assessed  at  75  per  cent  of  worth,  the  governor  in  a  message 
to  the  legislature  of  1910,*  stated  that  the  temptation  to  reduce 
the  assessments  of  whole  counties  would  be  entirely  removed  if 
the  constitution  were  so  amended  as  to  authorize  the  legislatiu^e 
to  so  arrange  the  taxing  system  that  the  state  government  should 
be  sustained  entirely  from  revenue  derived  from  fees  collected 
by  state  officers,  proceeds  of  labor  of  convicts,  privilege  taxes, 
an  inheritance  tax,  and  all  or  part  of  the  taxes  from  public- 
service  corporations,  leaving  to  counties  and  municipalities  all 
taxes  derived  from  visible  property,  real  or  personal.  Under 
such  a  system  the  necessity  for  a  state  levy  and  state  concern  in 
local  assessments  would  be  avoided.  The  governor  stated  further 
that  this  policy  works  admirably  where  properly  tested,  and  is 
constantly  growing  in  general  favor. 

Levee  District  Taxation. 

Perhaps  the  most  heavily  taxed  of  any  localities  in  the  United 
States  is  the  territory  embraced  within  the  Mississippi  and  the 
Yazoo-Mississippi  Delta  levee  districts.  The  former  district  em- 
braces the  counties  of  Bolivar,  Washington,  Issaquena,  Sharkey, 
and  a  small  part  of  the  county  of  Warren ;  the  latter  district,  the 
counties  of  Coahoma,  Leflore,  Quitman,  Sunflower,  Tunica,  and 
parts  of  the  counties  of  De  Soto,  Holmes,  Tallahatchie,  and  Yazoo. 

The  following  taxes  have  been  levied  for  levee  pmposes  on  prop- 
erty within  the  Mississippi  levee  district  for  the  year  1914:^  A 

O'  Biennial  Report  of  the  Mississippi  Railroad  Commission,  191 2-13,  p.  5. 
&  Laws  1910,  p.  414. 

c  letter  of  assistant  chief  engineer,  Board  of  Mississippi  Levee  Commissioners, 
Greenville,  Miss.,  Nov.  7,  1914. 
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property  tax  of  1 7  >^  mills  on  each  dollar  of  assessed  valuation  of 
all  property,  whether  owned  by  corporations  or  individuals,  except 
operating  property  of  railroad  companies ;  a  tax  on  operating  prop- 
erty of  railroads  of  $350  per  mile  of  main  line  of  standard  gauge, 
$210  per  mile  of  branch  line,  and  $87.50  per  mile  of  narrow 
gauge;  a  flat  tax  of  5  cents  per  acre  on  all  land,  and  the  same 
amount  on  city,  town,  or  village  lots  of  less  than  an  acre,  in  the 
district;  a  production  tax  on  cotton  grown  in  the  district  of  one- 
fifth  of  I  cent  per  pound  of  lint  cotton. 

In  the  Yazoo-Mississippi  Delta  levee  district  a  property  tax  was 
imposed  for  the  year  1 914  on  all  taxable  property  within  the  dis- 
trict, ranging  from  8.6  mills  on  the  dollar  in  some  counties,  to  12 
mills  in  other  counties.  Annual  privilege  taxes  are  imposed  on 
practically  the  same  subjects  and  in  the  same  amounts  as  are 
imposed  by  the  State  for  state  purposes.**  A  flat  tax  of  5  cents 
per  acre  is  imposed  on  all  land  in  the  district.*  For  the  tax  year 
1 91 2  there  was  collected  in  this  district  for  levee  district  ptuposes 
an  ad  valorem  tax  of  $331,661 ;  privilege  taxes  of  $54,260,  and  an 
acreage  tax  of  $114,084. 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications  in 
addition  to  the  constitution,  the  statutes,  and  the  court  reports, 
of  value  in  the  study  of  corporate  taxation  in  Mississippi: 

Biennial  Report  of  the  Railroad  Commission,  191 2-13. 

Biennial  Report  of  Auditor  of  Public  Accounts,  191 2-13. 

Biennial  Report  of  the  Attorney  General,  191 2-13. 

State  and  Local  Taxation,  Proceedings  of  the  International  Tax 
Association,  1910,  Governor  Noel's  remarks  on  "Real  Estate 
Classification,"  pp.  345-351. 

a  Laws  1902,  chap.  80;  privilege  tax  laws  of  the  Yazoo-Mississippi  Delta  levee  dis- 
trict, 1910;  letter  of  state  auditor,  Nov.  3,  1914. 
b  Letter  of  state  auditor,  Nov.  3,  1914. 
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L  GENERAL  VIEW. 
Chief  Features. 

First.  The  application  of  the  general  property  tax  to  practically 
all  property,  and  a  capital  stock  or  annual  franchise  tax  to  all  cor- 
porations herein  treated. 

Second.  The  taxation  of  freight  car  companies  on  gross  receipts. 

Third.  The  assessment  of  practically  all  important  classes  of 
corporations  by  a  selected  state  central  board. 

General  Property  Tax. 

Domestic  and  foreign  manufacturing,  mercantile,  transmission, 
and  transportation  corporations,  except  private  freight-car  com- 
panies, are  subject  to  the  general  property  tax  on  all  property 
including  "franchise,"  namely,  the  franchise,  or  right  to  do  busi- 
ness in  the  State,  as  distinguished  from  "the  right  to  be  a  cor- 
poration. "  This  tax  is  paid  locally  for  both  state  and  local  pur- 
poses, and  as  applied  to  transportation  and  transmission  com- 
panies is  assessed  by  the  Arkansas  Tax  Commission. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  all  corporations  herein 
treated  are  subject  to  a  capital-stock  or  an  annual  franchise  tax, 
which  in  legal  theory  is  levied  on  the  right  to  be  or  exist  as  a  cor- 
poration, and  freight-car  companies  pay  also  a  state  tax  based 
on  intrastate  gross  receipts. 

Stockholders  and  Bondholders. 

The  taxation  of  both  the  capital  and  property  by  judicial 
decision  exempts  the  shares  of  stock  in  the  hands  of  individual 
owners.  Bonds  are  taxable  to  the  individual  holders  but  are 
seldom  reached  by  the  assessing  authorities. 

Foreign  Corporations. 

Foreign  cor|x>rations  of  the  classes  herein  treated  are  taxed 
practically  in  the  same  manner  as  similar  domestic  corporations. 
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Administration. 

The  Arkansas  Tax  Commission,  a  selected  board,  is  composed 
of  three  members  appointed  by  the  governor  and  confirmed  by 
the  senate  for  terms  of  six  years.  The  law  of  1909  creating  this 
commission  will  expire  by  limitation  January  31,  1927.  Unless 
continued  by  future  legislation  the  commission  will  upon  that  date 
be  terminated." 

The  principal  powers  and  duties  of  the  commissipn  are  as  follows: 
To  assess  the  operating  property  of  railroad,  express,  sleeping 
car,  telegraph,  telephone,  pipe-line,  and  public  utility  companies; 
to  determine  the  capital  stock  taxes  applicable  to  all  corporations. 
and  the  gross-receipts  tax  applicable  to  freight  car  companies; 
to  exercise  general  and  complete  supervision  over  the  assessment 
and  collection  of  taxes  and  the  enforcement  of  the  tax  laws  of 
the  State,  and  over  county  tax  assessors,  tax  collectors,  county 
boards  of  review  and  equalization,  and  other  officers  charged  witli 
the  assessment  and  collection  of  taxes;  to  confer  with,  advise, 
and  direct  all  assessors,  collectors  of  state  and  cotmty  taxes,  and 
the  county  boards  of  equalization  and  revenue,  as  to  their 
duties;^  to  compile,  codify,  and  digest  the  tax  laws  of  the  State; 
to  direct  actions,  prosecutions,  and  proceedings  for  the  enforce- 
ment of  the  tax  laws,  and  prosecutions  against  tax  officials  for 
official  misconduct,  also  to  require  prosecuting  attorneys  and  the 
attorney  general  to  commence  and  prosecute  such  actions;  to 
require  information  from  public  officials  as  to  tax  matters,  values 
of  franchises  or  intangible  property  or  assets  subject  to  taxa- 
tion, and  to  require  individuals  and  corporations  to  furnish  in- 
formation  concerning  their  capital,  current  assets  and  Uabilities, 
value  of  franchises,  property  earnings,  etc.;  to  summon  witnesses 
and  require  the  production  of  books,  papers,  and  documents;  to 
meet  as  a  state  board  of  equalization  aimually,  for  the  equaliza- 
tion of  property  values,  and  to  raise  or  lower  the  aggregate 
valuation  of  real  or  any  class  of  personal  property  of  any  cotmty, 
town,  village,  or  city.*  Changes  in  the  total  assessed  valuation 
are  not  made  until  after  proper  notice  to  the  coimty  judge  and 
publication  in  a  local  newspaper  notifying  the  citizens  to  appear 
and  show  cause  why  changes  in  property  value  should  not  be 
made.     Such  changes  as  the  board  makes  in  assessment  values 

oLaws  1909,  act  257;  also  Laws  1911,  act  251,  and  Laws  1913,  act  153.  See  Consti- 
tution, Art.  xix,  sec.  9,  infra,  p.  245. 

b  This  power  does  not  permit  the  commission  to  change  the  assessment  of  a  par- 
ticular piece  of  property  assessed  locally;  the  assessment  of  locally  assessed  property 
can  be  changed  only  by  classes  in  a  subdivision  such  as  school  districts.  Interview 
with  state  tax  officials,  September,  1914. 
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are  certified  to  the  county  clerk,  who  is  required  to  raise  or  lower 
the  assessments  of  property  on  the  county  assessment  records 
according  to  said  certificate. 

A  county  assessor,  elected  biennially,  assesses  all  other  property, 
both  real  and  personal.**  A  county  board  of  equalization,  com- 
posed of  three  persons  in  some  cotmties,  and  of  five  in  others,  ap- 
pointed by  the  governor  for  a  term  of  two  years,  equalizes  the 
assessments  of  the  property  in  the  cotmty,^  after  due  notice  to 
the  taxpayers,  by  raising  or  lowering  the  valuation  of  real  and 
personal  property,  moneys,  and  credits.  This  board  also  assesses 
all  omitted  property  and  corrects  any  errors  found  to  have  been 
made  in  the  assessment  of  property.  Appeals  from  the  action 
of  the  cotmty  board  may  be  taken  to  the  county  court,  and  from 
the  final  order  of  that  coiut  to  the  circuit  court,  and  thence  to  the 
supreme  court. '^  All  changes  made  in  assessments  by  the  board 
and  all  assessments  of  omitted  property  are  required  by  statute 
to  be  published  in  a  local  newspaper.  <*  Appeals  from  the  action 
of  the  tax  commission  also  may  be  taken  to  the  comts. 

The  sheriff  of  each  county  is  ex  officio  collector  of  taxes.'  The 
gross-receipts  taxes  of  freight  car  companies  and  the  capital-stock 
taxes  of  all  companies  are  collected  by  the  state  treasurer./ 

«  Stats.,  sec.  6955. 

b  While  the  county  boards  of  equalization  are  authorized  to  equalize  individual 
assessments,  the  state  tax  commission  is  not  authorized  to  do  so,  but  only  to  adjust 
and  equalize  the  valuation  of  real  property  by  counties,  districts,  towns,  villages, 
and  cities,  and  to  equalize  the  valuation  of  any  class  of  personal  property  in  any 
county,  town,  township,  village,  or  cit>'.  Bank  of  Jonesboro  v.  Hampton,  92  Ark., 
492,  (1909). 

c  Stats.,  sees.  6991-7008,  as  amended.  Laws  191 1,  acts  217  and  249. 

The  system  of  appeals  provided  by  statutes  in  case  of  overvaluation  of  property  for 
taxation  ftunishes  a  complete  remedy,  and  where  a  taxpayer  fails  to  pursue  such 
course,  he  can  not  obtain  relief  in  the  circuit  court.  Clay  County  v.  Bank  of  Knobel, 
10$  Ark.,  450(1912). 

Where  complainant  corporation  fixed  the  value  of  its  personal  property  at  one 
figure  and  the  assessor  at  a  higher  figure,  and  the  assessment  of  taxes  was  on  the  latter, 
such  assessment  was  not  void,  but  amounted  merely  to  an  overvaluation,  and  hence 
complainant's  remedy  was  by  application  to  the  assessment  board  for  review,  and 
not  by  a  suit  in  equity  to  restrain  collection  of  taxes.  Arlington  Hotel  Co.  v,  Buchanan, 
no  Ark.,  34(1913). 

^  Initiative  act  No.  2,  1914.    See  Acts  of  Arkansas  1915,  p.  1511. 

^  Stats.,  sec.  7037. 

/  Laws  1909,  p.  559.     Laws  1913,  p.  518. 

Sotu'ces  of  revenue  in  Arkansas: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  business  taxes  and 
licenses;  (c)  fines,  fees,  etc. 

Coimty. — (a)  General  property  tax;  (6)  poll  tax;  (c)  business  taxes  and  licenses; 
(d)  fines,  fees,  etc. 

State.— (a)  General  property  tax;  (6)  corporation  taxes;  (c)  inheritance  tax;  (d) 
business  taxes  and  licenses;  (e)  fines,  fees,  etc. 
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n.   DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution.* 

"The  State's  ancient  right  of  eminent  domain  and  of  taxation 
is  herein  fully  and  expressly  conceded;  and  the  general  assembly 
may  delegate  the  taxing  power,  with  the  necessary  restriction,  to 
the  State's  subordinate  political  and  municipal  corporations  to 
the  extent  of  providing  for  tfieir  existence,  maintenance  and  well 
being,  but  no  further."  * 

All  property  subject  to  taxation  shall  be  taxed  according  to 
its  value  to  be  ascertained  in  such  manner  as  the  general  assembly 
shall  direct,  making  the  same  equal  and  uniform  throughout  the 
State.  No  one  species  of  property  from  which  a  tax  may  be  col- 
lected shall  be  taxed  higher  than  another  species  of  property  of 
equal  value,  provided  the  general  assembly  shall  have  power  from 
time  to  time  to  tax  hawkers,  peddlers,  ferries,  exhibitions,  and 
privileges  in  such  manner  as  may  be  deemed  proper.  Provided, 
further,  that  the  following  property  shall  be  exempt  from  taxa- 
tion: Public  property  used  exclusively  for  public  purposes; 
churches,  cemeteries,  schools,  and  buildings  and  groimds  and 
materials  used  exclusively  for  public  charity.  '^ 

"All  law^  exempting  property  from  taxation  other  than  as  pro- 
vided in  this  constitution  shall  be  void."  ^ 

The  power  to  tax  corporations  and  corporate  property  shall 
not  be  surrendered  by  any  contract  or  grant  to  which  the  State 
may  be  a  party.  * 

"The  general  assembly  shall  not  have  power  to  levy  state  taxes 
for  any  one  year  to  exceed  in  the  aggregate  one  per  cent  of  the 
assessed  valuation  of  the  property  of  tiie  State  for  that  year."  / 

"  No  county  shall  levy  a  tax  to  exceed  one-half  of  one  per  cent 
for  all  purposes,  but  may  levy  an  additional  one-half  of  one  per 
cent  to  pay  indebtedness  existing  at  the  time  of  the  ratification 
of  this  constitution."  ^ 

a  Except  as  otherwise  indicated,  references  are  to  tlie  constitution  as  contained  in 
Kirby's  Digest  of  the  Statutes,  1904. 

^  Constitution,  1874,  Art.  II,  sec.  23. 

c  Ibid.,  Art.  XVI,  sec.  5. 

The  legislature  has  the  power  to  classify  property  for  the  purposes  of  taxation  and 
to  provide  for  the  valuation  of  different  classes  by  different  methods.  St.Louis  I .  M.  & 
&  S.  R.  Co.  V,  Worthen,  52  Ark.,  529  (1890). 

d  Constitution,  Art.  XVI,  sec.  6. 

<  Ibid.,  sec.  7. 

/  Ibid.,  sec.  8. 

0  Ibid.,  sec.  9. 
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"The  general  assembly  shall  have  no  power  to  create  any  per- 
manent State  office  not  expressly  provided  for  by  this  consti- 
tution/' « 

Statutes.  * 
General  Property  Tax. 

Domestic  and  foreign  corporations,  imless  exempt,  are  subject 
to  the  general  property  tax,  payable  locally,  for  state  and  local 
purposes.  ^ 

The  statute  requires  the  assessment  of  all  property  at  fair 
market  value  or  the  value  obtainable  by  sale  imder  normal  con- 
ditions. **  In  practice,  however,  property  is  usually  assessed  at  from 
40  to  50  per  cent  of  such  value.*  All  property,  except  that  as- 
sessed by  the  state  tax  commission,  is  assessed  locally,  real  prop- 
erty in  odd  numbered  years  and  personal  property  each  year.  ^ 

''Real  property  and  lands"  includes  not  only  the  land  itself, 
but  all  buildings,  structures,  improvements,  and  fixtures,  and  all 
rights  and  privileges  belonging  thereto.^  Timber  rights  owned 
separately  from  the  land  are  taxed  separately.* 

"Personal  property"  includes  (i)  everything  tangible  subject 
to  ownership,  and  not  forming  a  part  of  any  real  property  as 
above  described;  (2)  capital  stock,  tmdivided  profits,  and  all  other 
means  not  forming  part  of  the  capital  stock,  of  every  company, 
inclusive  of  shares  and  interests  in  ships,  vessels,  or  boats  navi- 
gating any  of  the  waters  within  the  borders  of  this  State.  ^ 

"Credits"  are  held  to  mean,  when  used  in  the  revenue  act,  the 
excess  of  the  sum  of  all  legal  claims  and  demands,  whether  for 
money  or  other  valuable  things,  due  to  the  person  liable  to  pay 
taxes  thereon,  including  deposits  in  banks,  or  with  persons  in  or 
out  of  the  State  (estimating  such  claims  or  demands  at  their  true 
value  in  money),  over  and  above  the  sum  of  certain  legal  bona- 
fide  debts  owing  by  such  persons.  ^ 

"  Money  "  is  held  to  include  gold  and  silver  coin,  and  bank  notes 
of  solvent  banks  in  actual  possession,  and  deposits  which  the 
depositor  is  entitled  to  withdraw  in  money  on  demand,  within 
the  State  or  elsewhere,  provided  tlie  same  is  subject  to  order.' 

a  Constitution,  Art.  XIX,  sec.  9. 

b  Except  as  otherwise  indicated,  the  references  herein  are  to  Kirby's  Digest  of  the 
Statutes,  1904. 
c  Stats.,  sec.  6873. 
^  Ibid.,  sec.  6906. 

«  Interview  with  state  tax  officials,  September,  1914. 
/Stats.,  sees.  6912,  6976. 
ff  Ibid.,  sec.  6872. 
A  Laws  1905,  p.  738. 
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Intangible  values  are  taxable.** 

Tangible  personal  property  is  taxed  where  located.  * 

When  intangible  personal  property  of  a  corporation  is  located  in 
a  county  other  than  that  in  which  its  principal  office  is  situated  the 
situs  for  taxation  is  the  principal  office  of  the  company.^  The 
valuation  of  certain  real  and  personal  property  is  distributed  on  a 
mileage  basis.^ 

Public  property  used  exclusively  for  public  purposes,  churches, 
cemeteries,  school  buildings  and  apparatus,  libraries,  and  groimds 
used  exclusively  for  school  piuposes,  and  buildings  and  groimds 
and  materials  used  exclusively  for  public  charity,  are  exempted 
from  taxation.' 

Capital-Stock  or  Annual  Franchise  Tax. 

Domestic  and  foreign  corporations  pay  to  the  State  for  state 
purposes  a  capital  stock  or  aimual  franchise  tax  hereinafter 
referred  to  as  the  capital-stock  tax.  It  is  in  legal  theory  levied 
"on  the  right  to  be  or  exist  as  a  corporation"  at  the  rate  of  one- 
fifteenth  (1/15)  of  I  per  cent  of  the  subscribed,  issued,  or  out- 

<'  Stats.,  sec.  6936,  as  amended,  Laws  1907,  p.  1225. 

In  assessing  manufacturing,  mercantile  and  miscellaneous  companies,  assessors 
were  instructed  to  take  the  assessed  values  in  the  State  of  all  tlie  company's  real 
property,  and  its  personal  property  as  made  out  on  the  personal  list  under  Stats., 
sec.  6910.  As  property  is  supposed  to  be  assessed  at  50  per  cent  of  its  full  value,  the 
assessed  value  must  be  doubled.  The  property  value  should  then  be  deducted  from 
the  total  of  the  actual  value  of  the  capital  stock  and  bonded  indebtedness,  and  one- 
half  the  remainder  taken  as  the  assessment  for  the  intangible  value.  Instructions  of 
the  Arkansas  Tax  Commission  to  the  county  assessors,  1913. 

^  Stats.,  sec.  6936,  as  amended,  Laws  1907,  act  451.  Letter  of  Arkansas  Tax  Com- 
mission, Bee.  8,  1914. 

Personal  property  of  a  nonresident  which  is  being  used  in  this  State  in  the  construc- 
tion of  the  roadbed  of  a  railroad  company  is  subject  to  taxation.  Eoff  v,  Kennefick- 
Hammond  Co.,  80  Ark.,  138  (1906). 

Previous  to  the  amendment  of  1907,  it  was  held  that  all  the  personal  property  of 
a  corporation  should  be  assessed  for  taxation  in  the  same  county.  Harris  Lumber  Co. 
V.  Grandstaff,  78  Ark.,  187  (1906). 

c  The  designation  of  a  corporation's  domicile  in  its  articles  of  association  is  not  con- 
clusive evidence  of  its  domicile  for  the  purposes  of  taxation.  (The  situs  of  the  capital 
stock  and  surplus  of  a  domestic  insurance  company,  the  same  as  other  corporations,  is 
for  the  ptupose  of  taxation  in  the  county  where  the  corporation  has  its  principal  place 
of  business.)  The  filing  and  recording  of  the  papers  of  removal  from  one  place  in  tlie 
State  to  another  place  in  the  State  do  not  in  themselves  remove  the  place  of  business 
where  the  corporation  continues  to  transact  its  business  at  its  former  domicile.  Home 
Fire  Ins.  Co.  v.  Benton,  106  Ark.,  552  (1913). 

d  Interview  with  state  tax  officials,  October,  1914. 

«  Stats.,  sec.  6887;  Constitution,  Art.  XVI,  sec.  5. 
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Standing  capital  stock  employed  in  the  State.**  Corporations  hav- 
ing no  capital  stock  employed  in  the  State,  or  having  a  capital 
stock  employed  in  the  State  which  is  less  than  $13,333,  pay  a  tax 
of  $10. 

^11  corporations  arp  npqnired  to  report  to  the  tax  commission  on 
blanks  prepared  by  it  detailed  information  with  respect  to  their 
organization  and  capitalization.^ 

Railroad,  Express,  Sleeping-Car,  Telegraph,  Telephone,  and  Pipe- 
Line  Companies. 

Railroad,  express,  sleeping-car,  telegraph,  telephone,  and  pipe- 
line companies,  domestic  and  foreign,  pay  locally  the  general 
property  tax  for  both  state  and  local  purposes  on  all  property, 
including  "franchise"  or  the  right  to  operate  in  the  State,  as  dis- 
tinguished from  "the  right  to  be  a  corporation." <^  In  addition, 
they  pay  to  the  State  for  state  purposes  the  capital-stock  tax. 

Assessments  of  all  property  used  in  the  various  lines  of  business 
conducted  by  these  classes  of  corporations  are  made  by  the  state 
tax  commission.  The  statute  directs  the  commission  to  deter- 
mine the  aggregate  value  of  the  property  of  each  company  of  the 
above  named  classes,  whether  they  operate  partly  or  wholly  within 
the  State.  This  is  usually  done  by  applying  the  three  following 
methods :  (a)  By  taking  the  physical  value  of  the  property ;  (b)  by 
adding  to  the  value  of  the  outstanding  stock  the  value  of  the 

o  The  wording  of  this  statute  is  construed  by  the  tax  commission  to  apply  in  like 
manner  to  both  foreign  and  domestic  corporations.  Interview  with  state  tax  com- 
missioner, October,  1914. 

In  an  action  by  the  State  against  a  foreign  railroad  company,  also  operating  in 
several  other  States,  to  collect  a  franchise  tax  upon  the  proportion  of  the  outstanding 
capital  stock  of  the  corporation  represented  by  the  property  owned  and  used  in  business 
transacted  in  the  State,  the  constitutionality  of  the  act  was  sustained.  The  value 
of  the  right  or  privilege  to  be  or  exist  as  a  corporation  can  not  be  ascertained  under 
ordinary  rules  for  the  taxing  of  property;  but  since'  it  is  a  privilege  or  right  granted 
by  the  State,  a  franchise  tax  may  be  imposed  upon  this  right  or  privilege  for  the  pur- 
pose of  raising  reventie. 

The  tax,  as  affecting  a  raihx>ad  engaged  in  interstate  transportation,  is  not  invalid 
as  a  taxation  of  interstate  commerce.  St.  L.  S.  W.  Ry.  Co.  v.  State,  106  Ark.,  321, 
(1913);  affirmed,  St.  L.  S.  W.  Ry.  Co.  v,  Arkansas,  235  U.  S.,  350  (1914). 

The  legislature  at  its  next  session  will  be  asked  to  enact  a  law  taxing  railroads  and 
other  public-service  corporations  on  their  intrastate  gross  earnings.  Interview  with 
tax  commission,  October,  19 14. 

&  Laws  1911,  act  112,  p.  67,  as  amended,  Laws  1913,  act  122,  p.  518. 

<5  Under  constitution,  1868,  Art.  V,  sec.  48,  providing  that  the  property  of  corpo- 
rations now  existing  or  hereafter  created  shall  forever  be  subject  to  taxation  the  same 
as  property  of  individuals,  the  property  of  a  railroad  company  was  subject  to  both 
general  and  special  taxation.  St.  Lotus  I.  M.  &  S.  Ry.  Co.  v.  Board,  103  Ark.,  127 
(1912). 
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outstanding  bonded  indebtedness  as  of  a  specified  date;  (c)  by 
capitalizing  the  net  earnings  at  from  6  to  8  per  cent  for  railroad 
trunk  lines,  or  from  6  to  18  per  cent  for  smaller  railroad  lines,  or 
from  9  to  18  per  cent,  but  usually  at  about  12  per  cent,  for  other 
classes  of  companies.  The  valuation  as  f otmd  by  any  one,  or  by 
averaging  the  resxilts  of  these  three  methods,  whichever  seems  just 
in  each  particular  case,  may  be  used  by  the  commission  as  the 
aggregate  value  of  the  entire  property  and  franchise.** 

For  the  purpose  of  describing  the  method  of  assessing  railroads 
in  Arkansas,  railroad  property  may  be  classified  as  operating 
property,  namely,  all  property  including  franchise  necessary  to 
railroad  operation,  maintenance  and  existence,  and  as  nonop- 
erating  property,  namely,  property  owned  by  a  railroad  company 
but  not  used  in  the  railroad  business. 

Operating  property  may  be  subclassified  as: 

1.  Main  track,  including  the  value  of  tunnels,  cuts,  ties,  right 
of  way  and  superstructures  thereon,  except  buildings. 

2.  Rolling  stock,  which  includes  the  value  of  locomotives  and 
all  classes  of  cars. 

3.  "Franchise"  or  the  right  to  operate  in  the  State  as  distin- 
guished from  '*the  right  to  be  a  corporation." 

4.  Sidetrack,  which  includes  the  value  of  right  of  way,  and  all 
right-of-way  superstructures,  except  buildings,  on  industrial  sidings, 
turnouts,  etc. 

5.  "Fixtures,"  which  include  the  value  of  stations,  depots, 
shops,  water  tanks,  and  other  buildings  situated  on  the  right  of 
way. 

6.  Materials,  which  include  the  value  of  stores,  tools,  etc.,  used 
in  connection  with  the  railroad. 

The  tax  commission  assesses  all  of  the  property  included  in  the 
six  subclasses  above  enumerated,  and  county  assessors  assess  all  of 
the  nonoperating  property  of  raihoads.* 

The  taxable  value  within  the  State  of  interstate  railroads  is 
determined  by  first  deducting  from  the  aggregate  value  the  value  of 
non-operating  property  located  both  within  and  without  the  State, 
and  that  proportion  of  the  remainder  which  the  number  of  miles 

*»  Interview  with  state  tax  officials,  October,  1914. 

^Laws  1911,  act  251,  sees.  13,  14,  p.  243. 

Stock  yards  tised  in  the  operation  of  a  railroad  should  be  assessed  by  the  state  board 
as  a  part  of  the  right  of  way.  Land  belonging  to  a  railroad  company  which  is  not  a 
part  of  its  right  of  way,  but  is  being  held  to  meet  the  requirements  of  its  probable 
future  needs  in  the  way  of  additional  terminal  facilities,  is  assessable  by  the  local 
assessor.    St.  Louis  I.  M.  &  S.  Ry.  Co.  v.  Miller,  67  Ark.,  498  (1900). 
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of  main  track  within  the  State  bears  to  the  number  of  miles  of 
main  track  wherever  located  is  taken  as  the  value  of  operating 
property  taxable  in  Arkansas.  The  various  subclasses  of  operating 
property  are  then  determined  by  the  commission  and  the  valuation 
of  main  track  and  of  rolling  stock  is  apportioned  on  the  main  track 
mileage  basis  to  the  counties  and  minor  taxing  districts  through 
which  the  roads  pass.  The  valuations  of  the  three  last  subclasses 
are  not  apportioned,  but  are  assigned  directly  to  the  counties,  towns, 
and  districts  wherein  the  various  items  of  property  are  located.** 

The  valuation  of  franchises  is  distributed  to  the  counties  and 
minor  taxing  districts  on  the  basis  of  total  value  of  all  tangible 
operating  property  assigned  thereto.  ^ 

The  taxable  value  of  property  used  in  interstate  express  and 
sleeping-car 'business  is  determined  by  the  proportion  which  the 
number  of  miles  of  railroad  main  track  traveled  by  express  and 
sleeping  cars  within  the  State  bears  to  the  entire  number  of  miles 
of  railroad  main  track  wherever  traveled.^  The  taxable  value  of 
the  property  (including  office  fixtures,  apparatus,  teams,  etc.) 
thus  found  by  the  commission  is  then  apportioned  on  the  main- 
track  mileage  basis  to  the  several  coimties,  towns,  and  minor 
taxing  districts  wherein  the  express  and  sleeping-car  routes  lie. 
The  taxable  value  of  property  used  in  interstate  telegraph,  pipe- 
line, and  telephone  business  is  determined  and  apportioned  in  like 
manner  on  the  bases,  respectively,  of  telegraph  right-of-way  mile- 
age, pipe-line  mileage,  and  telephone-pole  miles  and  number  of 
instruments  installed.** 

When  the  valuations  for  companies  of  the  above-named  classes 
have  been  certified  by  the  commission  to  the  assessors  of  the  vari- 

^  Laws  1911,  act  251,  sec.  14,  p.  244. 

^  Letter  of  state  tax  commission,  Dec.  8,  1914. 

^  The  value  of  the  property  within  the  State,  of  an  express  company  doing  business 
in  several  States,  is  not  to  be  fixed  arbitrarily  at  the  proportion  of  the  capital  stock 
which  the  number  of  miles  of  line  of  railway  employed  in  the  State  bears  to  the  total 
number  of  miles  of  railway  employed,  except  when  there  is  no  evidence  to  show  that 
the  true  value  of  the  property  in  the  State  is  otherwise,  but  such  evidence  may  be 
offered  by  the  company,  and  must  be  received  and  considered  by  the  board  for  the 
purpose  of  determining  the  true  value  of  the  property  wdthin  the  State. 

The  assessment  of  the  property  of  an  express  company  within  the  State  at  its  true 
value,  although  this  is  more  than  the  value  of  its  tangible  property  in  the  State  and  is 
in  part  due  to  the  fact  that  such  property  is  a  portion  of  a  large  "profit-producing 
plant"  extending  into  other  States,  is  not  unconstitutional.  Wells,  Fargo  &  Com- 
pany's Express,  Appt.  v,  Crawford  County  et  al.,  63  Ark.,  576  (1897). 

^  Laws  191 1,  act  251,  sees.  6,  7,  p.  238.  Interview  with  state  tax  officials,  October, 
1914. 
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ous  counties,  these  valuations,  like  those  locally  assessed,  are  taxed 
at  the  general  property  tax  rates  for  both  state  and  local  purposes. 
Elaborate  reports  showing  details  of  classification,  earnings, 
trackage,  valuation,  and  location  of  property  in  each  school  dis- 
trict of  the  State  are  required  by  statute  of  each  company  of  the 
above-named  classes  operating  or  doing  business  in  the  State.** 

Freight-Car  Companies. 

Freight-car  companies,  domestic  and  foreign,  engaged  in  the 
business  of  operating  or  running  cars  for  the  purpose  of  trans- 
porting merchandise  over  any  railroad  line  in  this  State,  not 
owned  or  leased  by  such  railroad  company,  pay  to  the  State  for 
state  purposes  a  tax  of  5  per  cent  on  their  gross  receipts  for  busi- 
ness done  in  the  State  as  determined  by  the  state  tax  commission.* 
They  also  pay  to  the  State  for  state  purposes  the  capital- 
stock  tax. 

PubUc  UtiUties. 

Every  power,  heating,  electric,  gas,  water,  street-car,  interurban 
railway,  toll-road,  and  bridge,  or  other  similar  company  (except 
steam  railroad,  telegraph,  telephone,  express,  car,  and  pipe-line 
companies)  pays  locally,  for  state  and  local  piuposes,  the  general 
property  tax  on  all  property,  including  intangible  values,  such 
as  good  will,  easements,  and  franchises  of  every  kind.  In  addi- 
tion they  pay  to  the  State  for  state  pmrposes  the  capital- 
stock  tax. 

Assessment  and  apportionment  of  the  property  of  these  com- 
panies is  made  by  the  tax  commission.  For  the  purpose  of  assess- 
ment the  tax  commission  first  determines  the  entire  value  by  the 
same  methods  used  in  determining  the  entire  value  of  railroad 
companies.  From  the  entire  value  so  determined  is  deducted  the 
value  of  all  tangible  property  of  the  company,  and  the  remainder 
is  the  value  of  the  intangible  property,  including  good  will,  fran- 
chises, etc. 

Each  company  of  the  classes  above  mentioned  is  required  to 
report  to  the  tax  commission  details  with  respect  to  capitaliza- 
tion, earnings,  and  the  value  and  location  of  its  property.* 

<>  I^ws  191 1|  act  251,  p.  333,  and  interviews  with  state  officials,  October,  19x4. 
&  Laws  1909,  p.  556.    (Apparently  the  tangible  property  of  freight-car  companies 
is  taxed  the  same  as  the  property  of  individuals.) 
c  Laws  1913,  act  153,  p.  615. 
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Manufacturing^  Mining,  and  Mercantile  Corporations. 

Manufacturing,  mining,  and  mercantile  corporations,  domestic 
and  foreign,  pay  the  general  property  tax  locally  for  state  and 
local  purposes.  In  addition,  such  companies  pay  to  the  State  for 
state  purposes  the  capital-stock  tax. 

Merchants  and  mercantile  companies  are  assessed  locally  on 
merchandise,  including  all  goods,  and  on  accounts  and  notes. 
The  valuation  of  merchandise  is  based  on  the  average  amount  of 
goods  on  hand  during  the  preceding  year.  Manufacturers  are 
assessed  locally  on  the  average  value  of  all  articles  purchased, 
received,  or  otherwise  Tield  for  the  piupose  of  manufacturing  on 
hand  during  the  year  previous  to  the  assessment,  and  on  the 
value  of  engines  and  machinery  used  for  manufacttuing  piu-poses." 

Stockholders  and  Bondholders. 

Shares  of  stock  in  corporations  wmcn  are  taxed  on  their  capital 
and  property  in  Arkansas  are  not  taxable  to  individual  holders.  ^ 
Bonds  are  taxable  in  the  hands  of  the  holders  but  are  seldom 
reached  by  the  assessing  authorities. 

Foreign  Corporations. 

Foreign  corporations  of  the  classes  herein  treated  are  taxed  on 
all  property  in  the  State  and  on  capital  in  practically  the  same 
manner  as  similar  domestic  corporations. 

a  Stats.,  sees.  69 16-69 18. 

It  was  immaterial  that  a  merctiaiit,  after  an  assessment  was  made,  purchased  more 
goods  and  placed  them  in  his  store,  since  such  goods  wotdd  be  considered  in  making 
the  average  of  the  assessment  for  the  succeeding  year.  Froug-Smullion  &  Co.  v, 
Pulaski  County,  103  Ark.,  397  (19I2). 

A  company  owning  land  and  engaged  in  sawing  timber  on  it  is  a  manufacttu'er  and 
is  reqtdred  to  list  two  kinds  of  personal  property,  viz,  (i)  all  articles  purchased  and 
received  or  held  for  the  purpose  of  being  used  in  manufacturing,  which  from  time 
to  time  it  shall  have  had  on  hand  during  the  previous  year;  (2)  all  itsoUicr  personal 
property  owned  by  it  on  the  assessment  day,  to  be  assessed  according  to  its  value  on 
that  date.    In  re  Arkansas  Cypress  Shingle  Co.,  74  Ark.,  28  (1905). 

See  note  «,  p.  246,  showing  attempt  to  reach  "corporate  excess." 

&  Stats.,  sec.  6902. 

Notes,  bills  of  exchange,  stock,  and  securities  of  all  kinds  are  property  and  subject 
to  taxation.    Ouachita  Co.  v.  Rumph,  43  Ark.,  525  (1884). 

Under  Stats.,  sec.  6902,  a  resident  owner  of  shares  of  stock  in  a  domestic  insurance 
oompany  is  not  required  to  list  such  stock  for  taxation.  Dallas  County  v.  Banks, 
87  Ark.,  484  (1908). 

The  taxation  of  both  the  capital  stock  and  property  of  the  corporation  and  of  the 
shares  held  by  its  stockholders  constitutes  double  taxation.  The  fact  that  the  domes- 
tic corporation  has  invested  the  greater  part  of  its  capital  stock  in  certificates  of  stock 
in  other  corporations  in  this  State  and  elsewhere  does  not  exempt  so  much  of  its  capi- 
tal stock  from  taxation.    Dallas  County  v.  Home  Fire  Ins.  Co.,  97  Ark.,  254  (1911). 
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in.  FINANCIAL  RESULTS. 
Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  30  per  cent 

ToTAi*  Stat«  Receipts,  Taxes  prom  Corporations,  Othbr  Taxes,  and  Receipts 

PROM  SotjRCES  Other  than  Taxes,  Year  ended  September  30,  i9i2.« 
Total  state  receipts,  all  sources $3, 177, 189.  11 


State  taxes  from  corporations: 
Railroads — 

General  property  & ^525, 061. 19 

Capital  stock *.  38, 883.  00 

Sleeping-car  companies — 

General  property  ^ 4, 265.  27 

Capital  stock 2,  521. 00 

Freight  car,  and  sewing-machine  companies — 

Gross  receipts i,  025. 16 

Capital  stock 25. 00 

Express  companies — 

General  property  ^ 5, 228. 99 

Capital  stock 543. 00 

Telegraph  companies — 

General  property  ^ 6, 485.  75 

Capital  stock 552.  00 

Telephone  companies — 

General  property  * 15, 062.  26 

Capital  stock i,  509. 00 

Other  companies,  capital  stock  (franchise) 69, 425. 94 

Pipe  lines,  oil  and  gas  companies  & 8, 896. 31 

Banks,  general  property  c 52, 305.  43 

Insurance  companies,  taxes  and  fees 83, 991. 31 

Secretary  of  state,  fees 40, 277. 90 

Total  ascertainable  state  taxes  from  corporations 856, 058.  51 

Other  taxes: 

General  property  tax  (less   $617,305.20   above   esti- 
mated)   1, 846, 331. 41 

Inheritance  tax 23, 664. 40 

Automobile,  etc.,  licenses 13, 137. 32 

Liquor  dealers'  tax 87, 134. 38 

Peddlers'  license i,  35a  00 

Cattle-tick  eradication  tax n,  485. 95 

Total  state  taxes  not  from  corporations i,  983, 103. 46 

Total  taxes  for  state  purposes,  all  sources 2, 839, 161. 97 

a  Biennial  Report  of  Treasurer,  1911-12. 

&  Estimated  by  applying  state  rate  of  0.00675  ^  ^^^  property  values  found  in  Report 
of  State  Tax  Commission,  1910-1912. 

c  Estimated  by  applying  state  rate  to  the  property  values  found  in  Report  of  Audi- 
tor, 1911-12,  p.  421. 
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Receipts  from  sotirces  other  than  taxes: 

Penitentiary $i73>  "4'  94 

United  States  aid  to  colleges  and  for  forest  reserve. .  53, 487.  04 

Sales  of  tags  (fertilizer  and  feedstuff) 61, 531. 9a 

Antitrust  suits 15,  750. 00 

Land  sales,  fees,  escheats,  and  redemptions 37, 220.  04 

Sale  of  books,  teachers'  licenses,  and  auditor  fees. .  6, 923.  20 

Total  receipts  from  sources  other  than  taxes ^33^f  027. 14 

Total  state  receipts,  all  sotu-ces 3, 177, 189. 11 

IV.  COMMENTS. 
Historical. 

Arkansas,  like  most  of  the  southern  and  southwestern  States, 
depends  almost  entirely  on  the  general  property  tax  system.  This 
system,  introduced  by  the  territorial  government  at  an  early  date, 
and  continued  by  the  first  general  revenue  laws  enacted  by 
Arkansas  as  a  State,  still  provides  the  chief  source  of  state  and 

local  revenue. 

During  territorial  days  manufacturing  interests  consisted  princi- 
pally in  sawmUls,  tanyards,  and  distilleries;  these  and  all  merchan- 
dise were  taxed  by  the  first  state  legislature  for  state  and  county 
purposes  at  one-half  of  i  per  cent  on  their  value."  Within  the 
21  years  following  the  revenue  laws  remained  imchanged,  but 
general  revisions  were  made  in  1868,  in  1871,  and  in  1873. 

The  principal  results  of  these  revisions  were :  The  establishment 
of  the  county  assessor  system,  of  the  equalization  system  by  state 
and  coimty  boards,  of  an  ex  officio  board  of  railroad  commis- 
sioners with  authority  to  hear  appeals  from  railroad  assessments, 
and  of  a  system  of  assessing  the  gross  receipts  of  express  and  tele- 
graph companies  for  taxation  at  the  general  property  tax  rates. 

General  revisions  and  reenactments  of  laws  were  again  made  in 
1875,  i^  1883,  and  in  1887.  By  the  changes  effected  special  pro- 
visions were  made  for  the  local  assessment  of  gas,  telephone,  water, 
bridge,  and  street  railway  companies,  and  the  authority  of  the 
railroad  commission  was  extended  so  that  the  taxable  value  of  all 
railroad  property  was  to  be  fixed  by  it  and  certified  to  the  coimties 
for  assessment  and  taxation. 

In  1879  net  earnings  were  made  the  basis  for  ascertaining  the 
value  of  railroad  property  for  taxation  purposes.  *  The  method 
was  changed  in  1883*^  to  the  value  of  the  tangible  property,  ex- 
cluding the  value  of  embankments,  tunnels,  cuts,  ties,  trestles,  and 
bridges.    As  certain  property  was  exempted  from  taxation  by  the 

«  Laws  1836,  p.  189. 

&  Laws  1879,  p.  39. 

c  Laws  1883,  pp.  199,  229. 

85308°— 15 18 
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latter  method  in  violation  of  the  constitution,*  the  legislature  in 
iSSy*'  amended  the  law  so  as  to  require  all  parts  of  railroad  track 
to  be  assessed.  Railroad  property  was  assessed  by  the  board  of 
railroad  commissioners  prior  to  1909,  but  in  that  year  this  duty 
was  transferred  to  the  Arkansas  Tax  Commission/ 

In  1907  the  legislature  imposed  a  tax  on  the  authorized  capital 
stock  of  every  foreign  and  domestic  corporation.  This  tax  was 
graduated  in  amount  so  as  to  provide  a  minimum  of  $10  and  a 
maximum  of  $100.^  It  was  repealed  and  a  new  act,  which  imder- 
went  several  changes,  now  provides  a  tax  at  the  rate  of  one- 
fifteenth  of  I  per  cent  on  the  subscribed,  issued,  or  outstanding 

capital  stock  employed  in  the  State/ 

In  1909  two  important  laws  were  enacted.     One  created  for  the 

first  time  a  state  central  assessing  body  known  as  the  Arkansas 
Tax  Commission,  and  the  other  provided  a  5  per  cent  gross- 
receipts  tax  on  private  freight-car  companies/  Another  law 
passed  during  the  same  year  provided  that  the  valuation  placed 
upon  railroads  for  determining  freight  rates  should  be  used  as  an 
additional  basis  for  taxation  purposes.^ 

The  enactment  of  a  general  revenue  law  was  attempted  at  the 
special  session  of  the  legislature  in  191 1,  but  was  defeated  by 
referendum.* 

State  Tax  Commission. 

In  addition  to  the  duties  enumerated  imder  the  subheading 
'*  Administration,'*  <  the  Arkansas  Tax  Commission  is  required 
to  report  to  the  governor  annually  and  to  the  legislature  at  its 
regular  sessions. 

Since  the  creation  of  this  commission  in  1909,  says  the  second 
biennial  report,  issued  in  December,  19 12,  every  effort  has  been 
made  to  secure  the  proper  assessment  and  equalization  of  property. 
As  a  result,  assessments  have  increased  over  $98,000,000,  or  over 
30  per  cent,  in  three  years,  and  conditions  in  many  counties 
have  improved   materially.     Nevertheless,   without  further  tax 

a  Little  Rock  and  Ft.  Smith  Ry.  Co.  v.  Worthen,  46  Ark.,  312  (1885). 
*>  Laws  1887,  p.  155. 
<:  Laws  1909,  p.  764. 
<f  Laws  1907,  p.  1213. 

«  Laws  191 1,  p.  67,  as  amended,  Lava's  1913,  p.  518;  repealing  Laia's  1909,  act  a6o,  p. 
780,  and  Laws  1907,  act  443,  p.  1213. 
/Laws  1909,  p.  556. 
9  Ibid.,  p.  698. 

*Laws  1911,  p.  495;  also  Report  of  Secretary  of  State,  1909-1912,  p.  411. 
*  Supra,  p.  242. 
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legislation,  the  commission  can  not  accomplish  even  approximate 
equalization.  It  is  desirable  to  find  some  other  method  of  raising 
the  state  revenue,  and  the  commission  is  of  the  opinion  that  either 
the  Minnesota  or  Wisconsin  system,  by  which  the  state  revenue 
comes  almost  wholly  from  public  utilities,  is  much  better  than  that 
at  present  prevailing  in  Arkansas.  Before  either  plan  can  be 
adopted,  however,  a  constitutional  amendment  will  be  necessary.* 

Increased  Powers  Granted  the  Tax  Commission. 

Based  upon  the  showing  made  by  the  commission  with  respect 
to  new  duties  imposed  in  191 1,  whereby  the  assessment  of  tele- 
phone companies  was  increased  75  per  cent  over  the  assessment  by 
local  officials  for  the  previous  year,  and  upon  its  own  recom- 
mendation, the  commission  was,  in  19 13,  granted  additional 
authority  so  as  to  include  the  assessment  of  all  municipal  utilities, 
such  as  gas,  street  railway,  power,  and  electric  companies. 

Additional  power  was  also  recommended,  but  not  granted,  to 
equalize  individual  assessments.  In  this  connection,  the  commis- 
sion is  of  the  opinion  that,  although  under  the  present  law  it  is 
authorized  to  increase  or  reduce  horizontally  all  property  values 
or  that  of  a  class  of  property,  in  a  taxing  district,  it  is  impossible 
for  the  commission  to  perform  properly  the  duties  of  a  state  board 
of  equalization  without  at  least  a  limited  power  to  equalize  indi- 
vidual assessments.  It  urged  that  it  be  authorized,  when  it  has 
made  a  horizontal  raise  or  reduction,  to  reduce  or  increase  any  in- 
dividual assessment.  A  right  of  appeal  would  protect  the  individ- 
ual, and  the  commission  could  equalize  assessments  between  coim- 
ties  without  imjustly  increasing  the  burdens  of  individual  taxpayers. 
This  recommendation  was  not,  however,  favorably  acted  upon  by 
the  legislature. 

Limitation  on  Tax  Rates. 

The  commission  recommended  to  the  19 13  legislature  a  system 
of  tax-rate  limitations,  but  no  law  was  passed  in  accordance 
therewith.  According  to  the  commission,  existing  tax  rates  make 
it  impracticable  to  assess  property  at  full  value,  and  it  suggested 
to  the  legislature  that  a  sliding  scale  of  state  rates,  whereby  such 
rates  would  be  automatically  reduced,  as  the  valuation  is  increased, 
would  be  a  protection  against  tmduly  burdensome  taxation,  and 
would,  without  further  change  in  the  law,  enable  assessors  to  assess 
at  full  value.  No  action  was  taken  by  the  19 13  legislature  in  this 
matter. 


o  Second  Bieimial  Report  of  Arkansas  Tax  Commission,  1910-1912,  pp.  33*  34* 
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Corporate  Excess. 

Aside  from  the  utilities  assessed  by  the  commission,  there  is,  ac- 
cording to  the  report  above  mentioned,  practically  no  tax  collected 
on  the  intangible  values  of  property  in  the  State.  A  statute 
was  passed  in  1 883  ^  for  the  purpose  of  assessing  corporate  excess, 
but  the  law  for  all  practical  purposes  is  a  dead  letter;  the  com- 
mission recommends  the  repeal  of  the  act  and  the  passage  of  a 
law  making  definite  both  the  duties  of  the  assessor  and  the  formula 
by  which  corporate  excess  should  be  assessed. 

Railroads. 

The  commission  reports  *  that  it  has  endeavored  to  value  rail- 
road, express,  sleeping-car,  telegraph,  telephone,  and  pipe-line 
companies  at  approximately  50  per  cent  of  their  actual  value. 
Since  1908,  the  year  before  the  creation  of  the  tax  commission, 
railroad  assessments  have  increased  more  than  $30,000,000,  or 
over  59  per  cent,  although  the  increase  in  mileage  during  this 
period  has  not  exceeded  75  miles.  The  commission  has  taken 
into  consideration  the  intangible  values  in  assessing  railroads  and 
has  adopted  the  rule  followed  by  the  courts  in  railroad-rate  cases. 
It  has  assumed  that  railroad  property  is  worth  as  much  for  taxa- 
tion purposes  as  it  is  worth  for  rate-making  purposes. 

PubHcity. 

By  an  initiative  act  passed  at  the  September,  1914,  election, 
tjie  proceedings  of  each  coimty  board  of  equalization  must  be  pub- 
lished, showing  in  detail  all  property  upon  which  the  assessment 
was  increased  or  decreased  by  the  board,  the  name  of  the  owner, 
amount  returned  by  the  assessor  on  such  property,  and  the  assess- 
ment as  fixed  by  the  board ;  also  of  a  list  of  all  property  placed 
upon  the  tax  books  by  the  board.  Like  publication  must  be  made 
of  the  orders  of  the  county  comt  in  all  cases  where  the  court  changes 
the  assessments  so  fixed.  * 

Bibliography. 

The  following  is  a  list  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  the  court  reports, 
of  value  in  the  study  of  corporate  taxation  in  Arkansas: 

First  and  second  biennial  reports  of  the  Arkansas  Tax  Com- 
mission, 1909-10,  1911-12. 

Report  of  the  Secretary  of  State,  1909-19 12. 

o  Stats.,  sees.  6935-6937. 

6  Second  Biennial  Report  Arkansas  Tax  Commission,  1910-1912,  p.  32. 

« Initiative  act  No.  2,  September  election,  1914.    Sec  Acts  of  Arkansas  1915,  p.  1511. 
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L  GENERAL  VIEW. 


First.  The  application  of  the  general  property  tax  to  all  classes 
of  taxable  property. 

Second.  The  supplemental  taxation  of  practically  all  corpora- 
tions, except  railroads,  by  an  "annual  license"  tax,  levied  upon  a 
graduated  gross  receipts  basis. 

Third.  The  assessment  of  certain  public-service  corporations  by 
a  state  board. 

General  Property  Tax. 

All  property  of  domestic  and  foreign  corporations,  except  that 
exempt  imder  the  constitution  and  the  assets  of  banks  whose 
shares  of  stock  are  assessed,  is  subject  to  the  general  property  tax 
paid  locally  for  state  and  local  purposes.  The  operating  property 
of  certain  pubUc-service  corporations  is  assessed  by  the  State 
Board  of  Appraisers,  and  its  valuations  are  applied  locally  for 
state  and  local  taxation. 

Taxes  Supplemental  to  the  General  Property  Tax. 

All  corporations  herein  treated,  except  railroads,  sleeping-car, 
and  certain  manufacturing  companies,  are  subject  to  graduated 
annual  license  taxes  based  upon  gross  receipts  for  state  purposes. 
Similar  taxes  not  exceeding  those  for  the  State  may  be  imposed 
for  local  purposes. 

Stockholders  and  Bondholders. 

Only  the  stock  of  banks  is  in  practice  taxed  in  the  hands  of 
the  shareholders;  bonds  are  taxable  to  the  individual  owners. 

Foreign  Corporations. 

Foreign,  like  domestic,  corporations  pay  the  general  property 
tax  upon  property  in  the  State.  Certain  classes  pay  also  annual 
license  taxes  diflfering  in  rate  from  domestic  corporations  of  the 
same  class. 
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Admimstration. 

The  State  Board  of  Appraisers,  a  composite  board,  composed 
of  the  auditor  of  public  accovmts,  and  one  member  from  each 
congressional  district  elected  for  the  term  of  four  years  by 
the  governor,  Keutenant  governor,  treasurer,  attorney  general, 
and  secretary  of  state,  assesses  the  property  employed  in  railway, 
telegraph,  telephone,  sleeping-car,  and  express  business  throughout 
the  State.*  The  board  makes  due  apportionment  to  the  diflferent 
parochial  and  municipal  authorities  of  the  valuation  of  property 
assessed,  and  its  valuation,  in  their  separate  jurisdictions.*  The 
valuations  put  upon  property  for  state  taxation  are  required  to 
be  taken  as  proper  valuations  for  local  taxation  in  every  sub- 
division of  the  State.  <^  The  State  Board  of  Equalization,  com- 
posed of  seven  members  chosen  by  the  voters,  reviews  and  equal- 
izes all  other  assessments  between  parishes,  by  classes,  and  in  such 
manner  as  seems  best  to  accomplish  a  just  equalization  of  assess- 
ments throughout  the  State,  preserving,  however,  the  principle  of 
separate  rates  to  be  added  or  deducted  for  each  class  of  property.  ** 

For  each  parish,  except  that  of  Orleans,  one  assessor  is  appointed 
by  the  governor  and  confirmed  by  the  senate,  for  the  term  of  four 
years.*  In  the  parish  of  Orleans  seven  tax  assessors  are  elected 
for  four  years,  one  from  each  municipal  district  of  the  city  of  New 
Orleans./  All  taxable  property,  except  that  assessed  by  the  State 
Board  of  Appraisers,  is  assessed  locally.*' 

Parish  taxes  are  levied  by  the  police  juries*  and  the  levee 
commissioners  may  levy  a  tax  on  property  within  the  portions  of 
their  districts  subject  to  overflow.* 

a  Constittition,  Art.  226. 

6  Stats.,  p.  1593,  sec.  6. 

c  Constitution,  Art.  225. 

d  Laws  1906,  p.  331,  as  amended  by  Laws  1910,  p.  363. 

The  board  of  equalization  in  September,  1907,  issued  instructions  with  respect  to 
an  increase  in  the  valuation  of  pine  lands  in  the  parish  of  St.  Tammany  for  the  pur- 
poses of  the  assessment  for  the  year,  based  upon  a  classificatian  graded  according  to 
the  lumber-producing  capacity  of  the  land.  The  assessor  was  not  informed  of  the 
basis  upon  which  the  classification  was  made,  and  increased  the  valuation  (returned 
by  the  company)  without  regard  thereto.  The  county  board  of  reviewers  then 
reduced  the  assessment,  but  not  down  to  the  amount  the  company  had  returned. 
The  state  board  of  equalization  then  ordered  an  increase  in  the  valuations.  The 
supreme  cotut  of  Louisiana  held  that  the  increase  was  illegal  and  tmauthorized  and 
that  the  assessment  and  valuation  made  by  the  board  of  reviewers  should  remain 
undisturbed.  Great  Southern  Lumber  Co.  v.  State  Board  of  Equalization  et  al.,  130 
La.,  1048  (1912). 

«  Stats.,  p.  1544,  sec.  2. 

/  Constitution,  Art.  309. 

9  Stats.,  p.  1546,  sec.  7. 

*  Ibid.,  p.  1268,  sec.  2744. 

^  Constitution,  Art.  239. 
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The  police  juries  of  the  parishes  except  Orleans,  and  the  city 
council  of  New  Orleans,  are  constituted  boards  of  reviewers  in  their 
respective  parishes  and  city*  and  meet  annually  to  hear  all 
taxpayers  contesting  the  valuations  made  by  the  assessor,  and  to 
adjust  the  items  on  the  assessment  roll.  When  changes  suggested 
by  the  board  are  not  concurred  in  by  the  assessor;  the  valuation 
of  the  assessor  is  final,  unless  on  demand  of  the  taxpayer  an  appeal 
be  made  to  the  court,  where  the  reviewers  appear  for  the  taxpayer, 
and  contend  for  the  valuation  suggested  by  them.  ^ 

In  each  parish,  except  that  of  Orleans,  a  sheriff,  elected  for  a 
term  of  four  years,  is  ex  oflScio  collector  of  state,  parish,  and  all 
other,  except  mimicipal,  taxes.  *^  In  the  city  of  New  Orleans  a 
' '  state  * '  tax  collector  is  elected  for  four  years.  ^  These  officials  col- 
lect both  general  property  and  license  taxes.  * 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution.  / 

The  elaborate  provisions  of  tlie  constitution  as  to  taxation  may 
be  concisely  summarized  as  follows : 

The  general  assembly  is  forbidden  to  pass  any  special  laws 
exempting  property  from  taxation;  ^^  or  to  surrender  or  suspend 
the  power  to  tax  corporate  property.*  The  taxing  power  may  be 
exercised  by  the  general  assembly  for  state  purposes,  and  by  par- 
ishes and  mimicipal  corporations,  under  authority  granted  by  the 

a  Stats.,  p.  1556,  sec.  23. 

The  supreme  court  of  Louisiana  holds  that  it  has  appellate  jurisdiction  of  all  cases 
where  the  legality  of  a  tax  levied  by  any  municipal  corporation  is  contested  and  that 
where  a  police  jury  adopted  a  budget  based  on  a  tax  of  4  mills  and  subsequently  levied 
a  tax  of  7  mills,  the  tax  as  to  the  excess  of  3  mills  was  illegal.  Howcott  v.  Smart, 
State  and  Parish  Tax  Collector  et  al.,  130  La.,  699  (1912). 

b  Stats.,  p.  1556,  sec.  24. 

<?  Constitution,  Art.  119. 

<*  Ibid.,  Art.  309. 

< Stats.,  p.  1545,  sec.  6. 

Sources  of  revenue  in  Louisiana: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  business  license  taxes. 

Parish  (County).— {a)  General  property  tax;  (6)  poll  tax  for  schools;  (c)  business 
license  taxes. 

State. — (a)  General  property  tax;  (6)  business  license  taxes;  (c)  inheritance  tax. 

/  Constitution  of  19 13.  The  articles  cited  are  identical  in  number  and  language  in 
this  and  the  constitution  of  1898,  but  the  amendments  to  the  latter  are  included,  and 
few  additions  are  made.    (See  Comments.) 

9  Constitution,  Art.  48,  sec.  16. 

*  Ibid.,  Art.  228. 
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general  assembly,  for  local  purposes  of  a  strictly  public  nature.*' 
Taxation  shall  be  equal  and  uniform  throughout  the  territorial 
limits  of  the  authority  levying  the  tax,  and  all  property  shall  be 
taxed  in  proportion  to  its  value,  to  be  ascertained  as  directed  by 
law.'^  The  valuations  of  property  for  the  purpose  of  state  taxa- 
tion shall  be  taken  as  the  proper  valuation  for  local  taxation.  *  The 
State  Board  of  Appraisers  assesses  the  property  employed  in  rail- 
way, telegraph,  telephone,  sleeping-car,  and  express  business 
throughout  the  State.  The  board  consists  of  the  state  auditor, 
and  one  member  from  each  congressional  district  elected  for  four 
years  by  the  governor,  lieutenant  governor,  treasurer,  attorney 
general,  and  secretary  of  state.^ 

The  general  assembly  may  levy  a  license  tax,  and  graduate  the 
amotmt  of  tax  to  be  collected  from  those  pursuing  the  several 
occupations.  All  persons  and  corporations  may  be  rendered 
liable  to  this  tax  except  clerks,  laborers,  clergymen,  school  teachers, 
those  engaged  in  mechanical,  agricultural,  and  horticultural  pur- 
suits, and  manufacturers  other  than  those  of  distilled  alcoholic  or 
malt  liquors,  tobacco,  cigars,  and  cottonseed  oil.  "  Those  engaged 
in  the  business  of  severing  natural  resources,  such  as  timber  and 
minerals,  from  the  soil  or  water,  whether  they  thereafter  convert 
them  by  manufacturing  or  not,  may  also  be  rendered  liable  to  a 
license  tax,  but  in  this  case  the  amovmt  to  be  collected  may  either 
be  graduated  or  fixed  according  to  the  quantity  or  value  of  the 
product  at  the  place  where  it  is  severed."  "  No  political  corpora- 
tion shall  impose  a  greater  license  tax  than  is  imposed  by  the 
general  assembly  for  state  purposes.  *  *  *  The  general  assem- 
bly shall  have  authority  to  provide  that  municipalities  levying 
license  taxes  equal  in  amount  to  those  levied  by  police  juries  for 

a  Constitution  I  Art.  224. 

&Ibid.,  Art.  225. 

Under  an  identical  article  in  the  constitution  of  1879,  the  courts  held:  The  taxation 
of  corporate  shares  to  the  stockholders,  without  deducting  the  value  of  state  and  city 
bonds  held  by  the  corporation  and  exempt  from  taxation,  does  not  conflict  with  this 
article.    Parker  v.  Sun  Ins.  Co.,  42  La.  An.,  1172  (1890). 

A  tax  on  the  gross  receipts  of  foreign  insurance  companies  violates  this  article, 
because  it  is  imposed  only  on  a  particular  class,  and  it  is  not  in  proportion  to  the  value 
of  the  property.  It  is  not  a  license  tax,  or  tax  on  capital  stock ;  it  is  an  '*  income  tax. " 
Parker  v.  North  British,  etc.,  Ins.  Co.,  42  La.  An.,  428  (1890). 

The  provisions  of  former  constitutions  "that  all  property  shall  be  taxed"  having 
always  been  construed  and  executed  as  not  applying  to  state  and  municipal  bonds,  it 
will  be  presumed  that  the  same  language  was  employed  in  this  constitution  (1879)  ^^ 
like  intent.    State  v.  Board  of  Assessors,  35  La.  An.,  651  (1883). 

<^  Constitution,  Art.  226. 
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parochial  purposes  shall  be  exempted  from  the  payment  of  such 
parochial  licenses. ' '  ^ 

Exemption  from  taxation  includes  all  public  property  and  that 
used  for  religious,  ediicational,  and  charitable  purposes.  Exemp- 
tion for  ten  years  from  date  of  completion  is  given  to  any 
railroad,  extension  or  new  line  of  such  railroad,  constructed  and 
completed  after  January  i,  1905,  and  prior  to  January  i,  1909, 
but  does  not  include  structures  of  any  kind  or  the  lands  upon 
which  they  are  erected  at  terminal  points,  and  for  which  fran- 
chises have  been  granted.^  Domestic  steamship  companies,  imder 
certain  conditions,  are  exempt  for  fifteen  years,  if  organized  prior 
to  January  i,  191 6.  Exemption  is  given  to  the  legal  reserve  of 
domestic  life  insurance  companies;  to  loans  upon  real  property 
in  the  State,  and  the  mortgages  to  secure  them;  and  to  loans  by 
life  insurance  companies  upon  the  security  of  their  policies,  when 
the  rate  of  interest  charged  does  not  exceed  5  per  cent  per  annum 
discount.  The  capital,  siut)1us,  and  personal  estate  of  every  corpora- 
tion organized  after  November  23 , 1 9 1 2 ,  f or  the  sole  piuT)ose  of  lend- 
ing money  on  country  property  in  the  State  at  a  rate  of  interest  not 
to  exceed  6  per  cent  net  to  the  borrower,  shall  be  exempt  from 
taxation  for  twenty  years  from  the  date  of  organization.  ^  Exemp- 
tion is  also  given  to  all  money  in  hand  or  on  deposit.**  The  capital 
stock,  franchises,  and  property  of  all  corporations  constructing, 
owning,  and  operating  within  the  State  a  combined  system  of  ir- 
rigation, navigation,  and  hydroelectric  power,  is  exempt  from 
taxation  for  ten  years  from  date  of  completion,  provided  not  less 
than  $3,000,000  shall  have  been  expended  in  construction.^ 

Foreign  corporations  doing  business  in  the  State  may  be  licensed 
and  taxed  by  a  mode  different  from  that  provided  for  domestic 

o^  Constitution,  Art.  2  29.  The  object  of  the  corresponding  article  in  the  constitution  of 
1879  was  to  take  license  taxation  out  of  the  rule  of  uniformity  established  for  property 
taxation,  and  to  authorize  the  legislatture  to  graduate  license  taxes.  Act  xoi,  1886, 
does  so  graduate  it,  by  dividing  insurance  companies  into  several  classes,  according 
to  the  amount  of  premiums  received.  State  v,  Liverpool  L.  &  Globe  Ins.  Co.,  40  La. 
An.,  463  (1888). 

b  Constitution,  Art.  230.  An  amendment  extending  the  date  to  January  i,  1917, 
within  which  a  railroad  might  be  completed,  was  rejected  at  the  general  election 
in  19 12. 

The  exemption  of  railroads  was  intended  to  exempt  from  taxation  only  public 
service  corporations  whose  existence  would  be  beneficial  to  the  whole  State*  but  not 
to  exempt  street  railways  transporting  passengers  only,  and  having  no  ocnmection 
with  other  public  carriers.  Shreveport  Suburban  Ry.  Co.  v.  Hblling^worth,  131  La., 
los  (1912). 

c  Constitution,  Art.  230. 

^  Ibid.,  amendment  adopted  November,  1914. 
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ones,  but  such  different  mode  of  license  must  be  uniform,  upon  a 
graduated  system,  and  the  mode  of  taxation  equal  and  uniform  as 
to  all  corporations  in  the  same  line  or  kind  of  business.* 

The  state  tax  for  all  purposes,  including  levees,  shall  not  exceed 
in  any  year  6  mills  on  the  dollar  of  assessed  valuation,  unless  an 
additional  tax  is  required  under  the  terms  of  the  article  of  this  con- 
stitution relating  to  the  public  debt;  nor  the  parochial  or  munici- 
pal tax,  lo  mills,  except  for  special  taxes  for  permanent  improve- 
ments.* 

A  special  tax  of  one-fourth  of  i  mill  on  the  dollar  on  the  assessed 
value  of  all  property  assessed  for  state  taxation  is  levied  to  create 
a  road  fund.  This  tax  is  a  part  of  the  6-mill  tax  authorized  by 
this  constitution.  * 

Beginning  January  i,  1914,  there  is  hereby  levied  on  all  property 
on  which  state  taxes  are  levied,  an  annual  tax  of  one  and  three- 
twentieths  mills  on  the  doUar  of  assessed  valuation,  to  be  in- 
cluded as  a  part  of  the  state  tax  of  6  mills,  and  credited  to  a 
separate  account  to  be  known  as  the  "State  bond  and  interest 
tax  fund.'*** 

A  levee  system  shall  be  maintained,  and  a  tax  not  to  exceed  i 
mill  may  be  levied  annually  on  all  property  subject  to  taxation, 
to  be  applied  exclusively  to  the  maintenance  and  repair  of  levees.' 

The  general  assembly  may  divide  the  State  into  levee  districts, 
and  provide  for  levee  commissioners  in  said  districts,  who,  for  the 
erection  and  maintenance  of  the  levees  in  their  districts,  may 
levy  a  tax  not  to  exceed  10  mills  on  the  taxable  property  situated 
within  the  alluvial  portions  of  said  districts  subject  to  overflow. 
Should  additional  ftmds  be  needed,  the  rate  of  taxation  may  be 
increased,  when  the  rate  of  increase  and  purpose  have  been  sub- 
mitted to  a  vote  of  the  taxpayers  of  the  district.  The  commis- 
sioners, when  authorized  by  the  state  board  of  engineers,  may 
permit  any  steam  railroad  corporation  to  construct  and  operate 
railroad  tracks  on  the  public  levees.^ 

Except  in  the  parish  of  Orleans,  the  sheriff  shall  be  ex  officio 
collector  of  state,  parish,  and  all  other  taxes  except  municipal 
taxes.^  In  the  city  of  New  Orleans  there  shall  be  seven  assessors 
who,  together,  shall  compose  the  board  of  assessors  for  the  parish 

«  Constitution,  Art.  242.  «  Ibid.,  Art.  238. 

6  Ibid.,  Art.  232.  /  Ibid.,  Art.  239. 

c  Ibid.,  Art.  291.  9  Ibid.,  Art.  119. 


^  xuxu.,  .nxL.  391. 

^  Ibid.,  Art.  324,  sec.  4. 
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of  Orleans;  and  there  shall  be  one  state  tax  collector  for  the  city 
of  New  Orleans.^ 

The  authority  conferred  upon  the  city  of  New  Orleans  and 
the  board  of  liquidation  of  the  city  debt  to  issue  bonds  and  to 
levy  and  collect  a  special  ad  valorem  tax  of  i  per  cent  upon  all 
the  taxable  property  in  that  city  for  the  payment  of  said  bonds, 
is  confirmed.  ^ 

Statutes.  ^ 
General  Property  Tax. 

Domestic  and  foreign  corporations,  unless  exempt,  pay  locally 
the  general  property  tax  for  state  and  local  purposes. 

Property  is  required  by  "statute  to  be  assessed  at  "actual 
value,"  ^  but  in  practice  it  is  assessed  at  about  50  per  cent  of 
such  value.* 

All  property  except  that  assessed  by  the  state  board  of  apprais- 
ers is  assessed  locally.-^    Assessments  are  made  annually.^ 

The  term  "property"  is  defined,  but  the  items  of  property 
enumerated  are  not  classified  by  statute  for  assessment  purposes.* 
It  is  stated,  however,  that  real  estate  shall  include  buildings  and 
all  other  improvements  thereon,  and  that  all  crops  whether  gath- 
ered or  not  shall  be  considered  as  being  attached  to  the  realty 
while  in  first  hands,  and  shall  not  be  separately  taxed  while  in 
possession  of  the  lessor  or  his  agent,  and  no  property  shall  be 
taxed  twice  in  the  same  year.* 

Limitation  on  tax  rates  is  provided  by  the  constitution.  For 
state  purposes,  the  rate  can  not  exceed  6  mills,^  plus  the  rate  of 
a  special  tax,  computed  annually  by  the  state  auditor  of  public 
accoimts,  sufficient  in  amount  to  meet  payments  on  state  bonded 
indebtedness.* 

a  Constitution,  Art.  309. 

&  Ibid.,  Art.  317. 

«  Except  as  otherwise  indicated,  references  are  to  Wolff's  Constitution  and  Revised 
Laws,  1904. 

^  Stats.,  p.  1555,  sec.  20. 

«  Proceedingsof  1907  conference,  published  in  "  State  and  Local  Taxation, ' '  National 
Tax  Association,  p.  107,  paper  of  Solomon  Wolff. 

/  Stats.,  p.  1563,  sec.  a8,  as  amended  Laws  1906,  p.  104;  and  sec.  29. 

0  Ibid.,  p.  1556,  sec.  22. 

ft  Laws  1914,  Act  281,  p.  562. 

^  Stats.,  p.  1546,  sec.  7. 

i  Constitution,  Art.  232. 
<  ^  Ibid.,  Art.  334,  sees,  i,  2,  4. 
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The  situs  for  taxation  purposes  of  mortgages,  notes,  and  indebted- 
ness is  the  domicile  of  the  owner,"  and  of  tangible  moveable 
property,  "the  parish  or  district  where  it  is  located."  ^ 

The  value  of  rolling  stock  of  railroads,  distributed  in  other 
States  usually  on  a  mileage  basis,  in  Louisiana  is  assigned  to  the 
parish  wherein  the  principal  ofl&ce  of  the  road  is  located.  ^ 

Credits  other  than  loans  upon  Louisiana  real  estate  are  taxable, 
but  no  deductions  are  allowed  for  debts  due.^ 

Exemptions  from  taxation  are  specifically  set  out  in  the  consti- 
tution. « 

<*  Laws  1908,  act  170,  p.  230. 

A  Pennsylvania  corporation  solicits  contracts  in  Louisiatia,  whidi  are  completed, 
however,  only  by  acceptance  in  Pennsylvania,  and  takes  notes  in  pa^-ment  of  these 
contracts,  which  notes  are  forwarded  to  the  office  of  the  corporation  in  another  State. 
The  situs  of  this  indebtedness  is  in  Pennsylvania,  and  the  indebtedness  is  not  taxable 
in  Louisiana  under  the  act  providing  that  mortgage  notes,  indebtedness,  and  all 
evidence  of  indebtedness  shall  be  taxable  only  at  the  situs  and  domicile  of  the  holder 
or  owner  thereof.     International  Textbook  Co.  v.  Fitzpatrick,  133  La.,  102  (1913). 

^  Stats.,  p.  1549,  sec.  11. 

Where  alcoholic  liquors  imported  from  a  foreign  country  were  stored  in  New  York, 
their  transmission  to  New  Orleans  was  not  an  "importation"  but  a  "transportation" 
within  the  Wilson  Act,  though  the  storing  in  New  York  was  only  temporary  and  the 
liquors  were  originally  intended  for  New  Orleans.  State  v.  Frederick  De  Bary  &  Co., 
130  La.,  1090  (1912);  affirmed,  227  U.  S.,  108  (1913). 

Coal  brought  from  another  State  in  boats  which  are  moored  to  the  banks  of  a  river  in 
this  State  is  no  longer  in  transit,  though  not  unloaded ;  it  is  thus  subject  to  taxation  in 
this  State.  That  the  coal  was  not  consigned  to  any  special  individual  does  not  affect 
the  question;  it  suffices  that  the  coal  was  in  charge  of  one  authorized  to  sell  it,  and  who 
had  sold  part  of  it.  Pittsburg,  etc.,  Co.  v.  Bates,  40  La.  An.  226  (1888).  See  also 
Brown  v.  Houston,  S3  ^>  ^^-^  ^43  (i^i)l  Simmons  Hardware  Co.  v.  McCuire,  39 
La.  An.,  848  (1887). 

A  judgment  can  not  be  assessed  at  the  place  where  it  is  rendered;  the  proper  place 
for  taxation  is  where  the  owner  resides.  Debts  have  their  situs  at  the  domicile  of  the 
creditor.  Meyer  v.  Pleasant,  41  La.  An.,  645  (1889);  Barber  Asphalt  Paving  Co,  v. 
City,  41  La.  An. ,  1015  (1889).  Though  the  creditor  be  engaged  in  business  in  this  State 
through  an  agent  the  same  rule  applies.  Liverpool  &  L.  &  O.  Ins.  Co.  v.  Board,  44  La. 
An.,  760  (1892). 

A  foreign  life  instu'ance  company  loaning  money  on  the  security  of  its  policy  holders 
is  taxable  on  capital  employed  in  such  business.  Metropolitan  Life  Ins.  Co.  v.  New 
Orleans,  205  U.  S.,  395  (1907).  See  also  New  Orleans  v.  Stempel,  175  U.  S.,  309  (1899); 
Board  of  Assessors  v,  Comptoir  National  d'Escompte,  191  U.  S.,  388  (1903). 

A  construction  outfit  used  in  the  State  and  taxed  at  its  domicile  in  another  State  is 
taxable  in  Louisiana,  for  the  prohibition  as  to  double  taxation  does  not  apply  to  a  tax 
paid  in  another  State.  Griggsry  Construction  Co.  v.  Freeman,  Tax  Collector,  108  La., 
435  (1902). 

<^  Interview  with  state  tax  officials,  September,  19 14. 

<'Laws  X914,  act  281,  p.  562;  Constitution,  Art.  230,  as  amended  November,  1914. 

«  See  p.  261,  this  report. 


UDUISIANA.  265 

Annual  License  Tax. 

Under  an  elaborate  system  of  annual  Ucense  taxes,  Louisiana 
levies  a  gross-receipts  tax  upon  almost  all  kinds  of  business  and 
occupations.  This  tax  is  graduated  by  dividing  each  line  of 
business  into  a  number  of  classes,  according  to  the  amount  of 
gross  receipts,  with  a  fixed  sum  to  be  paid  as  a  Ucense  tax  by  each 
class. 

An  annual  license  tax  is  levied  upon  each  person,  firm,  or 
corporation  pursuing  any  trade,  profession,  vocation,  calling,  or 
business  subject  to  licenses  under  article  229  of  the  constitution." 
Any  municipality  or  parochial  corporation  has  the  right  to  impose 
license  taxes  equal  in  amount  to,  but  not  greater,  than  the  state 
license  tax.^  When  any  firm  or  company  leases,  operates, 
manages,  or  controls  the  business,  franchises,  or  property  of  other 
firms  or  corporations,  it  pays  a  separate  license  for  each  business.  * 
All  gross  receipts  derived  from  any  mercantile  business  or  occu- 
pation, whether  earned  within  or  without  the  State,  shall  form 
the  proper  basis  upon  which  all  licenses  shall  be  assessed  and  col- 
lected.** A  person,  firm,  or  company  having  more  than  one  place 
of  business  pays  a  separate  license  for  each  place  of  business.  * 

The  annual  receipts  as  a  basis  for  license  taxes  are  those  for  the 
year  for  which  the  license  is  granted;  "  the  standard  for  their  esti- 
mation shall  be  prima  facie  of  the  preceding  year  if  the  business 
has  been  conducted  previously  by  the  same  party.  If  the  firm  or 
company  be  new,  the  gross  sales  for  the  first  two  months  shall  be 
considered  the  basis,  and  six  times  that  amount  shall  be  estimated 
as  the  annual  receipts  of  such  business." ^ 

Manufacturers,  except  those  of  distilled  alcoholic  or  malt  liquors, 
tobacco,  cigars,  and  cottonseed  oil,  are  specifically  exempted 
from  license  taxation.^ 

■ 

«  Stats.,  p.  1674,  sec.  i.    See  also  p.  275  herein. 

^Ibid.,  p.  1708,  sec.  16. 

<5lbid.,  p.  1708,  sec.  17. 

''Ibid.,  p.  1713,  sec.  29. 

«Ibid.,  p.  1713,  sec.  30. 

/Ibid.,  p.  1709,  sec.  18. 

9  Constitution,  Art.  229. 

A  sugar  refiner  is  a  manufacturer,  and  as  such  exempt  from  license  taxation.  State 
V.  American  Sugar  Refining  G>.,  108  La.,  603  (1902);  overruling  State  v.  American 
Sugar  Refining  Co.,  51  La.  An.,  562  (1899). 

A  manufacturing  company,  making  bags  out  of  burlap  in  large  quantities,  is  a 
manufacturer  of  bags,  and  exempt  from  license  taxation  under  art.  229  of  the  consti- 
tution.   State  V,  Bemis  Brothers'  Bag  Co.,  135  La.,  397  (1914). 
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The  following  examples  of  license  taxes  give  the  niunber  of 
classes  under  each  head,  and  the  minimum  and  maximum  of  the 
classes.  The  lowest  tax  is  paid  on  any  amotmt  under  the  sum 
stated,  the  highest  on  an)rthing  over  the  maximtmi  given,  all 
being  based  upon  gross  receipts. 

Manufacturers  liable  to  license  taxation,  25  classes,  from  $15 
on  $25,000  to  $8,000  on  $10,000,000;*  mercantile,  wholesale,  16 
classes,  from  $50  on  $250,000  to  $3,500  on  $7,000,000;*  mercan- 
tile, retail,  24  classes,  from  $5  on  $5,000  to  $3,500  on  $3,500,000;* 
transfer  companies,  10  classes,  from  $30  on  $25,000  to  $400  on 
$500,000;**  urban  railroads,  either  horse,  steam,  or  electric,  oper- 
ating within  the  limits  of  any  city  or  town,  three-eighths  of  i  per 
cent  of  gross  receipts,  but  in  cities  of  less'  than  50,000  population, 
3  classes,  from  $15  on  $3,000  to  $100  on  $25,000;*  lighting,  tele- 
graph,^ telephone,^  express,^  distilling,  brewing,  tobacco  manu- 
facttuing,  and  some  other  companies,  from  $20  on  $15,000  to 
$6,250  on  $2,500,000.^ 

Every  person,  firm  or  corporation  engaged  within  the  State  in 
the  business  of  severing  natural  products  from  the  soil,  including 
timber,  minerals,  oil  and  gas,  sulphur,  and  salt,  shall  pay  an  annual 
license  tax  for  state  purposes  equal  to  one-half  of  i  per  cent  of  the 
gross  value  of  the  total  production,  less  the  royalty  interest 
accruing  to  the  owner  of  the  soil.  The  value  of  all  products  shall 
be  computed  at  the  place  where  they  are  severed  or  taken  from 
the  soil.*  The  parishes  are  authorized  to  levy  a  similar  license 
tax  on  these  industries,  but  not  in  excess  of  the  state  license.* 

Railroads. 

Railroads  pay  locally  the  general  property  tax  for  state  and 
local  purposes.  ^  For  pmposes  of  taxation,  railroad  property  may 
be  classified  as  "railroad  track,'*  "real  estate  used  for  railroad 
pmposes,"  "rolling  stock,"  and  "property  not  directly  connected 
with  the  operation  of  railroads."* 

o  Stats.,  p.  1675,  sec.  3. 

^  Ibid.,  p.  1681,  sec.  6. 

<^  Ibid.,  p.  1682,  sec.  6. 

^  Ibid.,  p.  1694,  sec.  10. 

«  Ibid.,  p.  1696,  sec.  10. 

/  Domestic  corporations. 

Q  Stats.,  p.  1697,  sec.  ix,  as  amended  Laws  1914,  p.  5x6. 

*  Laws  1912,  act.  No.  209,  p.  437. 

^Laws  1914,  p.  605. 

y  Stats.,  p.  1541,  sec.  i,  as  amended  Laws  19x4,  act  No.  381,  p.  562. 

^  Interview  with  state  tax  officials,  September,  1914. 
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The  first  three  classes,  which  embrace  all  property  directly  con- 
nected with  the  operation  of  the  road,  are  assessed  by  the  State 
Board  of  Appraisers,  based  largely  upon  reports  from  the  railroad 
companies." 

Railroad  track  is  subdivided  into  main  track,  double  track, 
spurs,  sidetracks,  and  industrial  switches.  A  valuation  per  mile  is 
placed  on  each  different  kind  of  track,  which  multiplied  by  the 
number  of  miles  of  each  situated  in  any  taxing  district  gives  the 
assessment  of  track  therein.  To  this  is  added  the  value  of  the 
real  estate  used  for  railroad  purposes  in  that  taxing  district.  ^ 

The  various  classes  of  rolling  stock,  such  as  locomotives,  passen- 
ger cars,  etc.,  owned  by  each  company,  are  valued  separately, 
and  when  the  road  extends  into  another  State,  the  portion  of  the 
value  of  the  rolling  stock  assignable  to  Louisiana  is  that  percentage 
of  the  aggregate  value  of  all  cars  which  the  length  of  track  in 
Louisiana  over  which  they  travel  bears  to  the  total  length  of  the 
track  wherever  traveled.* 

The  valuation  of  rolling  stock  or  of  terminal  property  is  not 
distributed  on  a  mileage  basis,  but  rolling  stock  is  assigned  to  the 
parish  in  which  the  road  has  its  principal  office,  and  terminal 
property  to  the  parish  in  which  such  property  is  located.  ^ 

Property  not  directly  connected  with  the  operation  of  the 
railroad  is  assessed  locally  in  the  parish  wherein  it  is  situated.  '^ 

Each  railroad  company  is  required  to  report  annually  to  the 
State  Board  of  Appraisers,  in  addition  to  certain  financial  data, 
the  number  of  miles  and  value  of  the  various  kinds  of  track, 
rolling  stock,  and  real  estate  used  in  connection  with  its  opera- 
tions.* 

Express,  Sleepuig-€ar|  Telegraphi  and  Telephone  Companies. 

Express,  sleeping-car,  telegraph,  and  telephone  companies  pay 
locally  the  general  prop^y  tax  for  state  and  local  purposes./ 

«  Stats.,  p.  1592,  sec.  i. 

Thus  the  Louisiana  Railway  &  Navigation  Co.  reported  196.12  miles  of  main  track 
at  $8,000  per  mile,  and  77.55  miles  of  sidetrack  at  $2,000  per  mile.  The  state  board 
of  appraisers  increased  the  main  track  valuation  to  $8,500  per  mile,  and  a  portion  of 
the  sidetrack  was  assessed  at  $4,250  per  mile  and  the  remainder  at  $2,125  per  mile. 
The  valuation  reported  for  rolling  stock,  $628,750,  was  not  changed.  Interview  with 
state  tax  officials,  September,  1914,  and  "Report  made  by  the  State  Board  of 
Appraisers  for  the  year  1914,"  p.  15. 

^  Report  of  State  Board  of  Appraisers,  19x4,  pp.  6-50. 

c  Stats.,  p.  1563,  sec.  29. 

^  Interview  with  state  tax  officials,  September,  1914. 

«  Stats.,  p.  1593,  sees.  4,  6. 

f  Ibid.,  p.  1^41,  sec.  i,  as  amended  Laws  1914,  act  No.  281,  p.  1)62. 
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In  addition,  companies  of  these  classes,  except  sleeping-car  com- 
panies, pay  locally,  license  taxes  for  both  state  and  local  purposes. 

All  property  used  in  the  operation  of  these  companies  is  assessed 
by  the  State  Board  of  Appraisers.* 

Express  companies  are  assessed  **for  the  use  value  of  the 
property  employed  in  the  conduct  of  the  companies'  business 
(such  as  office  furniture,  horses,  wagons,  etc.)  and  for  their  traffic 
agreements.''  * 

Sleeping-car  companies  are  assessed  on  the  value  of  cars  and 
other  personal  property  within  the  State.  The  value  of  cars  is 
determined  by  taking  the  proportionate  value  of  the  total  ntunber 
of  cars  of  each  class  used  on  all  railroad  lines  running  into  the 
State  and  reducing  it  to  an  average  valuation  per  car.  The  pro- 
portionate value  is  based  on  the  percentage  which  the  total 
number  of  miles  of  main  track  traveled  in  the  State  bears  to  the 
aggregate  number  of  miles  of  main  track  wherever  traveled.  ^^ 

The  property  of  transmission  companies  for  assessment  pur- 
poses may  be  classified  thus:  Telegraph  property  as,  "poles," 
*' wires,"  and  "cable;"  and  telephone  property  as  "exchanges,"  ^ 
"poles,"  "copper  wire,"  and  "iron  wire." 

The  value  of  each  item  falling  under  these  classes  is  reduced  to  a 
valuation  per  mile,  which,  when  multiplied  by  the  ntunber  of 
miles  of  route  or  of  wire  in  a  parish,  gives  the  assessable  value  of 
such  item  therein.  Other  property  necessary  for  the  conduct  of 
the  business,  such  as  horses,  wagons,  office  furniture,  etc.,  is  also 
assessed  by  the  state  board  of  appraisers,  and  its  valuation  is 
assigned  to  the  parish  where  located.  * 

Each  company  of  the  classes  above  mentioned  reports  annually 
the  value  of  its  property  by  items,  giving  location,  etc.,  and  such 
other  data  as  the  board  may  require.* 

The  license  taxes  paid  locally  for  state  ptuposes  by  these  classes 
of  companies  are  as  follows:  If  domestic  corporations,  they  are 

a  Stats.,  p.  1592,  sec.  i. 

^  Report  of  State  Board  of  Appraisers,  19 141  pp.  76-^. 

c  Stats.,  p.  1563,  sec.  29. 

It  is  within  the  power  of  a  State  to  tax  sleeping  cars  and  other  rolling  stock  of  a 
foreign  corporation,  employed  in  interstate  commerce,  in  the  ratio  which  the  number 
of  miles  of  line  within  the  State  bears  to  the  total  number  of  miles  of  the  whole  line. 
Board  of  Assessors  v,  Ptdlman  Palace  Car  Co.,  60  Fed.  Rep.,  37  (1894). 

^  Exchanges  are  valued  according  to  the  number  of  subscribers  served,  thus  when 
the  number  exceeds  500,  it  is  multiplied  by  $65 ;  and  when  less  than  500  it  is  multiplied 
by  $55.    Interview  with  state  tax  officials,  September,  1914. 

«  Stats.,  p.  1593,  sec.  6. 
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graded  in  20  classes  on  the  basis  of  gross  annual  receipts,  ranging 
from  a  tax  of  $6,250  on  $2,500,000  and  over,  down  to  $20  on 
$15,000  or  less:"  If  foreign,  express  companies  pay  $10  upon  each 
$1,000  of  gross  earnings  from  business  done  wholly  within  the 
State,  including  the  pro  rata  of  interstate  business  earned  within 
the  State;  telegraph  companies,  $3  upon  each  $100  of  gross  receipts 
from  business  done  wholly  within  the  State;  and  telephone  com- 
panies, $5  upon  each  $1,000  of  gross  receipts  from  all  business 
done  within  the  State.  * 

Additional  Ucenses  for  local  pmposes  may  be  levied  by  each 
parish  and  by  each  mimicipaUty  through  which  the  lines  or  routes 
extend,  and  these  sometimes  are  equal  in  amount  to  the  state 
licenses.  Thus  in  New  Orleans  telegraph,  telephone,  express,  and 
certain  other  classes  of  companies  pay  the  same  Ucense  taxes 
for  municipal  as  for  state  purposes.*'  In  Baton  Rouge  these 
companies  are  divided  into  five  classes,  and  pay  from  $15  on 
$15,000  gross  receipts  or  less,  to  $100  on  $50,000  or  more.^ 

Public-Utility  Companies. 

Street  railway,  electric  light,  waterworks,  and  ferry  companies 
pay  locally  the  general  property  tax  for  state  and  local  pturposes 
on  all  property,  including  franchise,  namely,  the  franchise  right  to 
use  public  streets,  etc.  In  addition  they  pay  locally  both  state 
and  local  license  taxes. 

Assessment  of  the  physical  property  is  by  parish  assessors,  and 
franchises  by  police  juries,  except  in  the  parish  of  Orleans,  where  a 
board  of  assessors  value  both  classes  of  property  for  taxation 
purposes.^ 

a  Stats.,  p.  1697,  sec.  11,  as  amended  Laws  1914,  p.  516. 

^  Ibid.,  pp.  1714-1715,  sees.  3,  4,  6. 

^  License  Ordinances  of  New  Orleans,  19131  pp.  17,  24,  and  Tax  Ordinance  for 
1914,  passed  Dec.  30,  1913;  Baton  Rouge  State  Times,  Jan.  7,  1914. 

A  municipal  license  upon  express  companies  similar  in  amount  and  basis  to  the 
state  license  was  held  void  as  to  the  part  levied  upon  the  pro  rata  of  interstate  busi- 
ness earned  within  the  State.    Hunter  v.  Wells  Fargo  Express  Co.,  134  La.,  358  (1914). 

^  Constitution,  Art.  309. 

The  assessment  of  the  value  of  a  franchise  measured  chiefly  by  the  earning  capacity 
of  the  corporation  is  a  proper  assessment.  Crescent  City  R.  R.  Co.,  v.  City  of  New 
Orleans  and  Board  of  Assessors,  44  La.  An.,  1057  (1892). 

The  language  used  is  "  a  basis' '  not "  the  basis. ' '  Starting  with  the  earning  capacity 
as  a  basis,  those  making  assessments  are  expected  to  consider  other  matters  having  a 
bearing  upon  the  value  of  a  franchise,  other  facts  and  circumstances  tending  to  augment 
or  diminish  such  value.  From  the  total  assessment  of  plaintiff's  property,  corporeal 
and  incorporeal,  the  board  deducted  the  value  of  its  tangible  property,  leaving  the 
difference  as  the  assessed  value  of  its  franchise.  Crescent  City  R.  R.  Co.  v.  Board  of 
Assessors etal.,  51  La.  An.,  335  (1899). 
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The  method  of  assessing  franchises  may  vary  with  the  different 
parishes,  but  in  the  parish  of  Orleans  the  gross  earnings  are  capital- 
ized at  32  per  cent,  and  from  the  result  so  found  is  deducted  the 
assessed  value  of  both  real  and  personal  property." 

Like  the  license  taxes  applicable  to  telegraph,  telephone,  and 
express  companies,  public-utility  companies  of  the  above-named 
classes  are,  in  addition  to  state  license,  subject  to  licenses  for  both 
parish  and  municipal  purposes,  and  these  are  sometimes  equal 
in  amount  to  the  state  licenses. 

Each  company  of  the  classes  above  mentioned  annually  repoHs 
detailed  information  necessary  to  assist  the  assessing  authority  in 
arriving  at  the  valuation  of  its  property.  * 

Mercantile^  Mining,  and  Manufacturing  Companies. 

Mercantile,  mining,  and  manufacturing  companies  pay  locally 
for  state  and  local  purposes  the  general  property  tax  on  all  prop- 
erty. In  addition  mercantile  and  mining  companies,  and  com- 
panies engaged  in  the  manufacture  of  distilled,  alcoholic,  or  malt 
liquors,  tobacco,  cigars,  and  cottonseed  oil,*^  pay  locally  annual 
license  taxes  based  upon  gross  receipts  for  both  state  and  local 
purposes. 

Mercantile  companies  are  assessed  upon  their  stock  in  trade, 
money  at  interest,  open  accounts,  credits,  etc.,  so  that  the 
assessments  will  represent  in  the  aggregate  a  fair  average  on  the 
capital  employed  in  the  business  of  the  party  assessed.** 

a  Interview  with  member  of  board  of  assessors,  parish  of  Orleans,  September,  1914. 

^  Stats.,  p.  1563,  sec.  28,  as  amended  Laws  1906,  p.  104. 

c  Constitution,  Art.  229;  Stats.,  pp.  1675,  1681,  1682,  1694,  1697,  as  amended  Laws 
1914,  p.  516. 

<^ Stats.,  p.  1546,  sec.  7;  Constitution  art.  230,  as  amended  Nov.,  1914. 

Plaintiffs,  residents  of  New  York  jCity,  carried  on  a  brokerage  business  in  the  city  of 
New  Orleans  through  a  resident  agent.  The  supreme  court  of  Louisiana  held  that  the 
average  capital  employed  in  such  business  might  be  taxed  in  the  State  of  Louisiana  and 
all  moneys  arising  from  the  business  might  be  valued  for  the  purpose  of  arriving  at  the 
amotmt  of  capital  actually  employed  therein.  The  circumstance  that  all  money 
received  by  the  agent  was  forthwith  remitted  to  the  plaintiffs  in  New  York  City  did 
not  affect  the  amount  of  capital,  in  one  form  or  another,  actually  employed  in  the 
conduct  of  the  business  in  the  city  of  New  Orleans. 

The  plaintiffs  made  no  return  of  their  property  for  assessment  and  were  therefore 
estopped  to  contest  the  correctness  of  the  assessment  list  filed  by  the  assessor  (sec.  25. 
act  170,  1898).  The  assessment  of  $50,000  to  plaintiffs'  brokerage  firm  under  the  head 
of  "  money  in  possession,  *'  was  held  to  represent  the  average  cash  capital  actually  em- 
ployed in  the  business  (sec.  7,  act  170,  1898).  Bertxon,  Griscom  &  Jenks  v.  City  of 
New  Orleans  et  al.,  131  La.,  73  (1912). 
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Manufacturers  of  exempt  and  nonexempt  articles,  and  dealers 
therein,  must  keep  separate  accounts  of  the  two,  and  make  annual 
reports  of  the  several  amounts,  that  the  assessor  may  readily 
determine  the  respective  amounts  of  exempt  and  taxable  property." 

Stockholders  and  Bondholders. 

The  enumeration  of  kinds  of  property  upon  which  taxes  are  to  be 
levied  includes:  Rights,  credits,  bonds,  and  securities  of  all  kinds; 
including  shares  of  stock  in  national  and  other  banking  companies.* 
In  practice  only  stock  in  banks  is  taxed, '^  but  all  corporation  bonds 
are  taxable  unless  secured  upon  real  estate  in  the  State.** 

Foreign  Corporations. 

Foreign  corporations  pay  the  general  property  tax  upon  prop- 
erty within  the  State.  An  annual  license  tax  also  is  levied  upon 
the  following  seven  classes  of  foreign  corporations,  viz:  Banks, 
telegraph  companies,  telephone  companies,  electric  light  or  power 
companies,  express  companies,  companies  selling  mineral  oils 
whether  crude  or  refined,  and  those  dealing  in  fresh,  cured,  salted, 
smoked  or  canned  meats.* 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  state  taxes  for  state  purposes  derived  from 
corporations  for  191 2  was  17  per  cent. 

<*  Stats.,  p.  1563,  sec.  38,  as  amended  Laws  1906,  p.  104. 

^Ibid.,  pp.  1542-43,  sec.  i,  as  amended  Laws  1914,  act  No.  381,  p.  562. 

c  Under  the  present  levenue  laws  of  this  State  shares  of  stock  in  all  corporations  ex- 
cept banking  corporations  are  not  taxable.  Under  the  act  of  1880  the  shareholders  of 
all  corporations  were  taxed  on  their  shares.  Under  the  act  of  1890  only  the  shares  of 
incorporated  banks  are  taxable,  and  all  other  corporations  are  taxed  on  their  property 
in  the  same  manner  as  individuals.  Section  28  of  the  revenue  acts  of  1890  and  1898 
includes  all  cofporations,  other  than  banking  concerns.  Chassaniol  et  al.  v.  Board 
of  Assessors,  120  La.,  778  (1908). 

"Shares  of  stock  in  corporations  are  legally  property  in  the  hands  of  the  share- 
holders, and  the  constitution  seems  to  design  their  taxation  as  such.  But  the  legis- 
lature as  decided  by  the  supreme  court  in  the  Chassaniol  case  a  few  weeks  ago  does  not 
provide  for  their  assessment;  hence  they  go  untaxed.  The  court  calls  this  legislative 
omission."    Report  of  Tax  Commission,  1908,  p.  35. 

^  Constitution,  art.  330. 

«  Stats.,  pp.  1714-1715,  sees.  2-8. 
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Total  Stats  Rbcbipts,  Taxes  from  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  December  31,  19x2.0 

Total  state  receiptSi  all  sources $5, 040, 914. 35 

State  taxes  from  corporations: 

Railroads  & $298, 882.  58 

Street  railway  companies^ 6, 68a  33 

Sleeping-car  companies  & 2, 117. 60 

Express  companies  * 2, 152.  75 

Telegraph  companies  & 5, 874. 15 

Telephone  companies  ^ 19, 182.  23 

Steamboat  companies  6 3, 151.  56 

Franchises  ^ 53, 08a  46 

Manufacturing  companies  ^ 17, 774. 33 

Cotton  compresses  and  oil  mills  ^ 7, 854. 10 

Sugar  refineries  ^ 11, 077. 45 

Oil,  gas,  and    nning  companies  ^ 75, 321.  51 

Banks  ^ 117, 736. 11 

Miscellaneous  corporations  & 48, 471.  84 

Insurance  companies 16, 940. 18 

Corporation  fees 25, 807.  30 

Total  state  taxes  from  corporations 712, 104. 48 

Other  taxes: 

Inheritance  tax 207, 003. 84 

Licenses^ 970, 603. 12 

General  property  tax  (excluding  $669,357.53  above 

estimated)<^ 2,192,49a  37 

Total  state  taxes  not  from  corporations 3, 370, 097.  33 

Total  state  taxes,  all  sources 4, 082, 201. 81 

Receipts  from  sotu'ces  other  than  taxes: 

Good-road  tax  by  parishes 85, 463. 16 

Penitentiary  receipts 387, 891. 60 

Interest — Port  of  Orleans 175, 00a  00 

Interest  on  deposits 64, 568. 80 

Interest  on  bonds 6^,  156. 40 

Land  sales 48, 841. 55 

Redemption  of  tax-sale  property 2, 493. 43 

Fines,  fees,  etc 49, 236. 02 

Miscellaneous 78, 061.  58 

Total  receipts  from  sources  other  than  taxes 958, 712.  54 

Total  state  receipts,  all  sources 5, 040, 914. 35 

o  Reports  of  State  Auditor,  1912-13;  State  Board  of  Equalization,  191 1;  State 
Board  of  Appraisers,  191 1. 

&  Estimated  by  applying  the  state  rate  of  5  mills  together  with  Confederate  veterans 
tax  of  0.2  of  a  mill  and  the  good-roads  tax  of  0.25  of  a  mill  (Auditor  Report  191 2, 
page  V  and  Laws  19 10)  upon  the  valuations  shown  in  Reports  of  State  Board  of  Ap- 
praisers and  State  Board  of  Equalization,  191 1. 

<^  Part  of  this  comes  from  corporations,  but  the  amounts,  which  are  collected  locally, 
are  not  itemized. 

^  Part  of  this  comes  from  local  taxation  of  corporations,  but  it  is  practically  impos- 
sible to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 
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IV.  COMMENTS. 


Historical. 


The  legal  system  of  the  thirteen  original  States,  and  of  the 
four — ^Vermont,  Kentucky,  Tennessee,  and  Ohio — admitted  before 
the  Louisiana  Purchase  on  April  30,  1803,  was  built  upon  the  foun- 
dation of  the  common  law  of  England.  Louisiana  was  settled 
by  the  French  in  1699.  Ceded  to  Spain,  the  Spanish  took  posses- 
sion in  1769,  retaining  only  the  Code  Noir  of  Louis  XIV  of  the 
French  system,  and  enacting  the  Code  O'Reilly,  a  compilation  of 
the  laws  then  prevailing  throughout  the  Spanish- American  colo- 
nies. The  laws  of  both  Spain  and  France  were  f  oimded  upon  the 
Civil  or  Roman  Law,  as  are  those  of  practically  every  country 
m  western  Europe  except  Great  Britain. 

In  1808  a  digest  of  laws  was  reported,  bringing  the  French  and 
Spanish  laws  into  harmony  with  those  of  the  United  States,  and 
this  code,  based  on  the  Code  Napoleon,  with  later  revisions,  was 
adopted  in  1825  as  the  Civil  Code  of  Louisiana. 

The  terms  "parish"  for  county,  and  ** police  juries"  for  county 
commissioners,  are  used  in  the  laws  of  Louisiana. 

The  first  constitutional  convention,  in  December,  181 1,  passed 
an  ordinance  providing  that  "no  taxes  shall  be  imposed  on  lands 
the  property  of  the  United  States;'*  and  "that  the  lands  belong- 
ing to  the  citizens  of  the  United  States  residing  without  the  State 
of  Louisiana  shall  never  be  taxed  higher  than  the  lands  belonging 
to  persons  residing  therein."  The  constitution  of  181 2  provides 
that  the  existing  laws  of  this  Territory  shall  continue  to  be  in 
force  tmtil  altered  or  abolished  by  the  legislature. 

Constitutional  Taxation. 

The  first  constitution  of  Louisiana,  adopted  in  181 2,  remained 
in  force  for  33  years,  until  1845,  but  since  the  latter  date  seven 
constitutions  have  been  adopted,  the  last  dating  from  November  22, 
19 13.  In  them  may  be  followed  the  growth  of  constitutional  leg- 
islation on  the  subject  of  taxation,  which  now,  because  of  numer- 
ous limitations  and  restrictions,  hampers  reforms  and  progress  in 
so  many  States. 

In  the  constitution  of  181 2  no  mention  of  taxation  was  made. 
That  of  1845  provided  that  all  bills  for  raising  revenue  should 
originate  in  the  house  of  representatives  (art.  32) ;  other  provisions 
were:  "Taxation  shall  be  equal  and  tmiform  throughout  the  State; 
after  the  year  1848  all  property  on  which  taxes  may  be  levied,  in 
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this  State,  shall  be  taxed  in  proportion  to  its  value,  to  be  ascer- 
tained as  directed  by  law;  no  one  species  of  property  shall  be 
taxed  higher  than  another  species  of  property  of  equal  value,  on 
which  taxes  shall  be  levied;  the  legislature  shall  have  the  power 
to  levy  an  income  tax,  and  to  tax  all  persons  pursuing  any  occupa- 
tion, trade,  or  profession."     (Art.  127.) 

These  provisions  were  reenacted  in  the  constitution  of  1852, 
and  the  convention  of  1861  made  no  change  therein.  In  1864  the 
exemption  of  school,  church,  and  charitable  property  was  added; 
and  it  was  provided  that  income  and  license  taxes  should  be 
levied,  and  all  tax  on  income  was  required  to  be  pro  rata  on  the 
amount  of  income  or  business  done.  (Art.  1 24.)  In  1 868  a  poll 
tax  was  imposed,  and  tax  deeds  were  declared  to  be  prima  facie 
evidence  of  valid  sales. 

The  constitution  of  1879  contained  17  articles  under  the  head 
of  '* Revenue  and  Taxation,'*  all  of  which  were  reenacted  in  the 
constitution  of  1898,  which  added  the  exemption  for  ten  years  of 
newly  constructed  railroads,  and*  an  article  creating  the  State 
Board  of  Appraisers. 

Previous  to  the  constitution  of  1898  the  real  estate  of  railroad, 
canal,  transportation,  and  telegraph  companies  was  assessed 
and  taxed  locally,  and  the  rolling  stock  was  assessed  and  taxed 
at  the  domicile  or  principal  office  of  the  company.*  In  1888 
provision  was  made  to  effect  uniform  valuations  of  the  assess- 
ments against  railroad,  telegraph,  and  telephone  property  through- 
out the  State  by  providing  for  a  review  thereof  by  a  board  of 
commissioners  composed  of  a  representative  from  each  county 
in  which  such  property  was  located.*  Since  1898  ^  the  property 
of  railroad,  telegraph,  telephone,  sleeping-car,  and  express  com- 
panies has  been  assessed  by  the  State  Board  of  Appraisers. 

In  the  license  tax  act  of  1886,  provision  was  made  for  the  col- 
lection of  supplemental  state  and  local  taxes  from  street  rail- 
road, telegraph,  telephone,  public-utility,  and  certain  manu- 
facturing companies.  These  taxes  were  graduated  according 
to  gross  receipts  and  ranged  from  $15  to  $3,500  for  each  city  in 
which  the  companies  conducted  business. ** 

In  1898  *  the  license  tax  on  street  railroads  in  cities  of  50,000 
inhabitants  or  over  was  changed  to  three-eighths  of  i  per  cent 


«  Laws  1882,  p.  129. 
&  I^ws  1888,  p.  151. 
<?  Constitution,  1898,  sec.  226. 


^  Laws  1886,  p.  175;  laws  1890,  p.  189. 
<  Laws  1898,  Act  171. 
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of  gross  receipts,  and  foreign  telegraph,  telephone,  and  express 
companies  were  taxed  as  described  in  the  law  now  in  force.* 

The  constitution  of  1879  exempted  from  taxation  and  license 
for  twenty  years  the  property  of  certain  manufacturing  enter- 
prises,^ and  the  constitution  of  1898  continued  the  exemption 
of  these  enterprises  from  parochial  and  mimicipal  taxation  until 
1910/  Newly  constructed  railroads  were  given  ten  years  exemp- 
tion by  the  constitution  of  1898.^ 

Over  eleven  million  dollars  of  the  bonded  debt  of  the  State 
matured  on  January  i,  1914,  and  it  was  found  in  1913  that  under 
the  restrictions  of  the  constitution  the  legislature  could  do  nothing 
toward  refunding  this  debt.  A  special  session  of  the  legislature 
was  convened,  and  it  authorized  an  election  for  a  constitutional 
convention  with  power  to  frame  and  adopt,  without  submission 
to  the  people,  a  new  constitution,  but  prohibited  any  change  in 
a  number  of  existing  provisions  and  subjects.  The  convention 
elected  sat  for  12  days,  November  10-22,  and  declared  the  new 
constitution  in  effect  from  and  after  November  22,  191 3.  Pro- 
vision was  made  for  refunding  the  state  debt  coming  due,  and 
for  enlarging  the  powers  of  the  sewerage  and  water  board  of  the 
city  of  New  Orleans.  Amendments  to  the  constitution  of  1898, 
which  had  been  adopted  since  that  date,  were  incorporated, 
and  a  few  other  additions  and  changes  were  made,  but  for  the 
most  part  the  preceding  constitution  was  reenacted,  the  language 
and  numbers  of  the  articles  remaining  unchanged. 

In  the  Report  of  the  Tax  Commission  of  Louisiana,  made  in 
1908  (p.  36),  the  Hon.  M.  H.  Carver  writes:  "There  is  little 
necessity  for  putting  anything  at  all  in  the  constitution  about 
taxation,  and  some  distinguished  authorities  hold  that  everything 
on  the  subject  in  a  constitution  is  dangerous.  *  *  *  Cer- 
tainly we  ought  not  to  embed  any  tax  system  in  the  constitution. 
Conditions  change  and  needs  change  with  them." 

License  Taxes. 

The  license  tax  system,  so  important  and  general  in  many  of 
the  Southern  States,  is  an  ancient  one  in  Louisiana.  On  Febru- 
ary 22,  1770,  Captain-General  O'Reilly  assigned  to  New  Orleans 
its  first  regular  revenue,  by  laying  annual  taxes  of  fixed  amounts 
upon  taverns,  hotels,  inns,  boats  of  over  and  of  under  200  tons, 
one  dollar  a  barrel  of  spirituous  liquor,  and  a  tax  upon  butchers. 

oLaws  1898,  Act  Z27.    &  Constitution » 1879,  sec.  207.     ^  Constitution,  1898,  sec.  230. 
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The  first  general  revenue  act  of  the  State,  approved  March  27, 
18 1 3,  provided  for  the  levying  of  licenses,  and  divided  those  liable 
into  14  classes. 

In  regard  to  license  taxes,  the  Tax  Commission  reporting  in  1908 
said:  ''The  commission  desires  to  go  on  record  as  opposed  to  the 
principle  of  license  or  occupation  taxes  on  ordinary  pursuits  as 
a  permanent  source  of  revenue.  *  *  *  Such  taxes,  by  increas- 
ing the  cost  of  doing  business,  lessen  the  competition,  which  is 
unsound  policy.  In  addition  to  this,  there  is  no  form  of  tax 
which  provokes  such  a  flood  of  perjury  as  accompanies  the  levy 
and  collection  of  these  taxes."  " 

Levee  Taxes. 

The  extra  tax  burden  imposed  for  the  purpose  of  confining  the 
Mississippi  River  and  tributaries  within  their  banks  when  flood 
conditions  prevail  is  particularly  noticeable  in  studying  the  taxa- 
tion system  of  Louisiana,  since  in  that  State  the  localities  imme- 
diately affected  are  aided  by  a  state-wide  tax  of  seventeen- 
twentieths  of  a  mill  on  all  taxable  property,  while  in  other 
States  bordering  the  lower  Mississippi  no  outside  relief  is  afforded 
the  taxpayers  of  districts  which  are  subject  to  devastation  from 
floods.  The  granting  of  state  relief  in  Louisiana,  however,  in 
addition  to  the  special  taxing  of  the  property  affected,  may 
be  due  to  the  extent  and  importance  of  the  area  of  land  in  danger. 
The  total  length  of  the  levee  lines  in  Louisiana,  including  a 
small  part  in  Arkansas,  is  1,636.5  miles.  The  territory  involved 
is  divided  into  17  levee  districts,  the  property  within  which  for 
the  year  191 1  bore  both  general  and  special  taxes  on  a  total 
assessment  of  approximately  $319,000,000.*  Each,  except  the 
levee  district  of  Orleans,  is  authorized  to  levy  a  i  o-mill  tax  upon 
all  property  within  its  limits.  The  tax  imposed  by  the  levee  dis- 
trict of  Orleans,  however,  is  limited  to  i  mill.  In  addition,  most 
of  the  districts  have  power  to  impose  ** forced  contributions"  on 
railroads,  on  acreage,  and  on  the  agricultiu'al  products  raised 
within  their  borders,  and  some  impose  a  tax  on  oysters. 

The  rates  applicable  for  ''forced  contributions*'  vary.  For 
example,  14  districts  are  authorijsed  to  levy  acreage  taxes,  and 
the  rates  of  these  range  from  2Xcc^ts  to  $1  per  acre;  all  but  two, 
however,  levy  a  tax  of  5  cents  or  less;  15  districts  levy  taxes  on 
railroads  ranging  from  $30  to  $100  per  mile,  or  an  average  district 

a  Report  of  the  Tax  Commission  of  Louiaiana,  1908,  p.  13. 
ft  Report  of  Board  of  State  Engineers,  19x0-12,  pp.  12,  20. 
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tax  of  about  $65  per  mile;  13  districts  tax  cotton  at  from  25  cents 
to  $1  per  bale;  and  5  districts  tax  sugar  at  from  10  to  15  cents 
per  barrel.  Molasses,  rice,  oysters,  and  oranges  are  also  among 
the  products  taxed  for  levee  piuT)oses.** 

Attempted  Tax  Reform. 

The  agitation  of  the  subject  of  tax  reform  in  Louisiana  began 
in  1906,  and  a  tax  commission  was  appointed,  whose  suggestions 
were  reported  in  1908.  No  action  was  taken  until  191 2,  when  a 
new  tax  commission  was  appointed,  which  drew  up  and  recom- 
mended to  a  special  session  of  the  legislature  a  complete  system 
of  tax  reform,  in  eight  amendments  to  the  constitution.  The 
reform  was  based  on  the  two  principles  of  the  segregation  of 
the  soiu'ces  of  revenue  for  state  taxation,  and  complete  home 
rule  in  local  taxation.  The  amendments  were  adopted  by  the 
legislature  and  ordered  to  be  submitted  to  the  vote  of  the  people 
at  the  election  in  November,  191 2.  The  measures  rejected 
included  those  permitting  a  classification  of  property;  separating 
the  sources  of  state  and  local  revenue;  creating  a  state  tax  com- 
mission; and  establishing  various  exemptions  from  taxation. 
Those  accepted  added  a  few  exemptions  and  some  minor  local 
regulations,  but  made  none  of  the  changes  in  the  system  of  taxa- 
tion, which,  for  six  years,  had  been  labored  for  with  intelligent 
ardor. 

Constitutional  Amendments  of  1914. 

The  following  constitutional  amendments  relating  to  taxation, 
proposed  by  the  legislatiu'e  of  191 4,  were  adopted  at  the  November 
election  of  that  year: 

(a)  Requiring  foreign  banking  corporations  to  pay  to  the  State 
a  yearly  license  tax  of  $250  and  2)4  per  cent  on  gross  interest 
earned  on  all  money  loaned  and  a  like  tax  to  the  municipality  or 
parish.  ^ 

(Jb)  Exempting  from  taxation  all  money  in  hand  or  on  deposit.* 

(c)  Exempting  from  taxation  for  ten  years  from  date  of  com- 
pletion the  capital  stock,  franchises,  and  property  of  all  corpora- 
tions constructing,  owning,  and  operating  within  the  State  a  com- 
bined system  of  irrigation,  navigation,  and  hydroelectric  power, 

<*  Report  of  Board  of  State  Engineers,  1910-12,  pp.  20-59. 
^  Laws  1914,  p.  96. 
c  Ibid.,  p,  125. 
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provided  that  not  less  than  $3,000,000  shall  have  been  expended 
m  the  construction.* 
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Proceedings  of  the  National  Tax  Association,  1909  and  191 2. 

License  Ordinances,  City  of  New  Orleans,  191 3. 
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OKLAHOMA. 

L  GENERAL  VIEW. 
Chief  Features. 

First.  The  application  of  the  general  property  tax  to  all  prop- 
erty, supplemented  with  respect  to  some  classes  of  corporations 
by  production,  gross  receipts,  and  license  taxes. 

Second.  The  assessment  of  public-service  corporations  by  a 
State  Board  of  Equalization. 

General  Property  Tax. 

Domestic  and  foreign  transportation,  transmission,  mercantile, 
and  manufacturing  corporations  pay  locally  the  general  proj>erty 
tax  for  state  and  local  ptirposes. 

Property  of  public  service  corporations  is  assessed  by  the  State 
Board  of  Equalization.     All  other  property  is  assessed  locally. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  certain  classes  of  cor- 
porations are  required  to  pay  the  following  gross-receipts,  pro- 
duction, or  license  taxes: 

Telephone,  pipe-line,  electric  light,  gas,  heat,  waterworks,  and 
power  companies,  operating  wholly  within  the  State,  pay  a  tax  to 
the  State  for  state  purposes  on  gross  receipts. 

Oil,  natiu-al  gas,  and  mining  corporations  pay  a  tax  to  the  State 
for  state  ptirposes  on  the  gross  value  of  their  product,  less  the 
value  of  royalties  paid  to  Indians. 

Mercantile  and  manuf actxuing  corporations  pay  to  the  State  for 
state  purposes  the  corporation  license  tax. 

Stockholders  and  Bondholders. 

Shares  of  stock  of  domestic  and  foreign  corporations  of  the 
classes  herein  treated  are  taxable  to  holders,  but  in  practice  the 
shares  of  domestic  companies  are  not  taxed.  Bonds  are  taxable 
to  the  holder  as  personalty. 

Foreign  Corporations. 

Foreign  mercantUe,  manufacturing,  transportation,  and  trans- 
mission corporations,  except  as  noted  herein,  are  taxed  practically 

in  the  same  manner  as  similar  domestic  corporations. 
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Administration. 

The  governor,  state  auditor,  state  treasurer,  secretary  of  state, 
attorney  general,  state  examiner  and  inspector,  and  president  of 
the  board  of  agriculture  constitute  the  State  Board  of  Equalization. 
This  board,  ex  officio  in  character,  is  authorized  to  examine  the 
various  county  assessments  and  to  equalize,  correct,  and  adjust 
the  same  as  between  the  counties;  **  to  assess  the  property  of  public 
service  corporations;*  to  compute  the  amount  of  the  state  levy;*' 
and  to  provide  the  necessary  assessment  blanks  for  local  asses- 
sors.** It  has  statutory  authority*  to  compel  the  attendance  of 
witnesses,  to  cause  production  of  papers,  and  to  enforce  its  orders. 

A  county  assessor  elected  biennially  in  each  cotmty  is  authorized 
to  assess  real  and  personal  property  annually,  to  gather  statistical 
information,  and  to  keep  a  land  record  showing  valuations  and 
ownership.  He  is  required  to  deliver  all  lists  of  property  to  the 
county  board  of  equalization  for  its  use  in  adjusting  and  equaliz- 
ing valuations/ 

The  county  board  of  equalization,  consisting  of  the  county  com- 
missioners,  is  authorized  to  equalize,  correct,  and  adjust  the  as- 
sessment  rolls  of  the  coxmty  between  the  different  townships  by 
increasing  or  decreasing  the  aggregate  assessed  value  of  the  prop- 
erty or  any  class  thereof,  so  as  to  conform  to  its  fair  cash  value. 

Appeals  may  be  taken  from  the  coxmty  board  of  equalization 
to  the  county  court,  and  from  the  state  board  of  equalization  to 
the  supreme  court  of  the  state.' 

The  general  proj>erty  tax  is  collected  locally  by  county  treas- 
lU'ers;*'  the  gross  receipts,  production  and  corporation  license  taxes 
are  collected  by  the  state  treasurer.*  The  corporation  license  tax 
payable  by  mercantile  and  manufactxuing  corporations  is  deter- 
mined by  the  State  Corporation  Commission.* 

OR.  L.,  sec.  7373. 

^Ibid.,  sec.  7348. 

« Ibid.,  sec.  7374. 

''Ibid.,  sec.  7319. 

*Laws  1911,  chap.  152. 

/R.  L.,  sees.  7367,  7368. 

if  Ibid,  t  sec.  1732. 

*Ibid.,  sees.  7461,  7464,  7540. 

< Ibid.,  sees.  7538-7549- 

Sources  of  revenue  in  Oklahoma: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  poll  tax;  (c)  business 
taxes  and  licenses;  (d)  fines,  fees,  etc. 

County .^a)  General  property  tax;  (6)  fines,  fees,  etc. 

State. — (o)  General  property  tax;  (6)  corporation  taxes;  (c)  inheritance  tax;  (d)  fines, 
fees,  etc. 
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n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution." 

"Taxes  shall  be  unifonn  upon  the  same  class  of  subjects."  * 

'*A11  property  which  may  be  taxed  ad  valorem  shall  be  assessed 
for  taxation  at  its  fair  cash  value,  estimated  at  the  price  it  would 
bring  at  a  fair  volimtary  sale."  * 

"The  legislature  shall  have  power  to  provide  for  the  levy  and 
collection  of  license,  franchise,  gross-revenue,  excise,  income,  col- 
lateral and  direct  inheritance,  legacy,  and  succession  taxes;  also 
graduated  income  taxes,  graduated  collateral  and  direct  inherit- 
ance taxes,  graduated  legacy  and  succession  taxes;  also  stamp, 
registration,  production,  or  other  specific  taxes."  ^ 

"The  State  may  select  its  subjects  of  taxation,  and  levy  and 
collect  its  revenues  independent  of  the  counties,  cities,  or  other 
municipal  subdivisions. " « 

"  Nothing  in  this  constitution  shall  be  held,  or  construed,  to  pre- 
vent the  classification  of  property  for  purposes  of  taxation;  and  the 
valuation  of  different  classes  by  different  means  or  methods."  ' 

"All  taxes  collected  for  the  maintenance  of  the  common  schools 
of  this  State,  and  which  are  levied  upon  the  property  of  any  rail- 
road company,  pipe-line  company,  telegraph  company,  or  upon 
the  property  of  any  public  service  corporation  which  operates  in 
more  than  one  county  in  this  State,  shall  be  paid  into  the  common- 
school  fimd  and  distributed  as  other  common-school  ftmds  of  this 
State."  ^ 

"There  shall  be  a  State  Board  of  Equalization  consisting  of 
the  Governor,  State  Auditor,  State  Treasiurer,  Secretary  of  State, 
Attorney  General,  State  Inspector  and  Examiner,  and  Presideht 
of  the  Board  of  Agriculture.  The  duty  of  said  Board  shall  be  to 
adjust  and  equalize  the  valuation  of  real  and  personal  propeity 
of  the  several  counties  in  the  State,  and  it  shall  perform  such 
other  duties  as  may  be  prescribed  by  law,  and  they  shall  assess 
all  railroad  and  public  service  corporation  property."* 

"Except  as  herein  otherwise  provided,  the  total  taxes  on  an  ad 
valorem  basis,  for  all  purposes,  state,  cotmty,  township,  city  or 
town,  and  school  district,  shall  not  exceed  in  anyone  year  31^^ 
mills  on  the  dollar,  to  be  divided  as  follows: 

"State  levy,  not  more  than  33^  mills;  county  levy,  not  more 
than  8  mills:  Provided,  That  any  cotmty  may  levy  not  exceeding 

a  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  the  State,  as 
contained  in  Harris  and  Day's  Revised  Laws,  19 10. 
&  Constitution,  1907,  Art.  X,  sec.  5. 
clbid.,  sec.  8. 
<*Ibid.,  sec.  12. 
«Ibid.,  sec.  13. 
/Ibid.,  sec.  22. 

0  Ibid.,  sec.  12a,  as  adopted  Aug.  5,  19x3. 
'^Ibid.,  sec.  ai. 
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2  mills  additional  for  county  high  school  and  aid  to  the  conmion  | 

schools  of  the  comity ;  *  *  *  township  levy,  not  more  than  5 
mills;  city  or  town  levy,  not  more  than  10  nulls;  school  district 
levy,    not    more    than    5    mills    *    *    *:  Provided,  That    the 

*  *  *  rate  for  school  purposes  may  be  increased  by  any  school 
district  *  *  *  not  to  exceed  10  mills  on  the  dollar  valuation, 
on  condition  that  a  majority  of  the  voters  thereof  voting  at  an 
election,  vote  for  said  increase."" 

'*  For  the  purpose  of  erecting  public  buildings  in  counties,  cities, 
or  school  districts,  the  rates  of  taxation  *  *  *  may  be 
increased  "  not  to  exceed  5  mills  by  a  vote  of  the  people.  * 

"The  legislature  may  authorize  coimty  and  municipal  corpora- 
tions to  levy  and  collect  assessments  for  local  improvements  upon 
property  benefited  thereby,  homesteads  included,  without  regard 
to  a  cash  valuation. '''^ 

"The  legislature  shall  not  impose  taxes  for  the  purpose  of  any 
county,  city,  town,  or  other  municipal  corporation,  but  may  by 
general  laws,  confer  on  the  proper  authorities  thereof,  respectively,  1 

the  power  to  assess  and  collect  such  taxes. '*^  \ 

"  All  property  used  for  free  public  libraries,  free  museums,  public 
cemeteries,    property    used    exclusively    for    schools,    colleges, 

*  *  *  religious  and  charitable  purposes,**  all  pubUc  property, 
household  goods  of  the  heads  of  families,  tools,  implements,  and 
live  stock  employed  in  the  support  of  the  family,  not  exceeding 
$100  in  value,  growing  crops,  and  all  personal  property  not  to 
exceed  $200  in  value  of  ex-Union  and  ex-Confederate  soldiers  who 
are  the  heads  of  families,  and  the  property  owned  by  orphan 
homes,  also  property  exempted  by  Indian  treaties,  or  Federal  laws, 
are  exempt  from  taxation. 

"The  legislature  may  authorize  any  incorporated  city  or  town, 
by  a  majority  vote  of  its  electors  voting  thereon,  to  exempt  manu- 
facturing establishments  and  public  utilities  from  municipal  taxa- 
tion, for  a  period  not  exceeding  five  years,  as  an  inducement  to 
their  location.*' « 

"All  bills  for  raising  revenue  shall  originate  in  the  House  of 
Representatives.  The  Senate  may  propose  amendments  to  reve- 
nue bills.  No  revenue  bill  shall  be  passed  during  the  five  last  days 
of  the  session.**/ 


a  Constitution,  Art.  X,  sec.  9.      ^  Ibid.,  sec.  ao. 

ft  Ibid.,  sec.  10.  «  Ibid.,  sec.  6. 

c  Ibid.,  sec.  7.  /  Ibid.,  Art.  V.,  sec.  33. 
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Statutes.* 

General  Property  Tax. 

All  domestic  and  foreign  corporations,  unless  exempt,  pay 
locally  the  general  property  tax  for  state  and  local  purposes.  * 

The  statute  requires  the  assessment  of  property  at  its  fair  cash 
value. «  In  practice,  however,  property  is  usually  assessed  at 
about  50  per  cent  of  fair  cash  value.** 

For  taxation  purposes,  the  term  real  property  as  defined  by 
statute  includes  land,  buildings,  structures,  improvements,  fixtures, 
mines,  minerals,  quarries,  and  trees  thereon,  and  all  rights  or 
privileges  belonging  thereto.*  Personal  property  as  defined  by 
statute  includes  chattels,  moneys,  credits,  shares  of  stock,  bonds, 
implements,  machinery,  goods,  wares,  and  merchandise.' 

"Money**  is  defined  as  meaning  gold  and  silver  coin,  treasury 
notes,  bank  notes,  and  other  forms  of  ciurency  in  common  use.^ 

The  tax  rate  is  limited  by  the  constitution  to  31  >^  mills  for  all 
purposes  and  to  3>^  mills  for  state  purposes.* 

The  situs  of  personal  property  of  corporations  operating  in 
more  than  one  county  is  generally  the  place  of  its  location,  but 
the  valuation  of  certain  personal  property  of  public-service  cor- 
porations is  distributed  on  a  mileage  basis.'' 

Exemptions  include  public  property  and  property  used  for 
public  cemeteries,  religious,  charitable,  scientific,  educational, 
and  benevolent  institutions,  the  property  of  orphan  homes,  shares 
of  building  and  loan  associations  and  their  notes  and  mort- 
gages when  given  by  members  upon  taxable  real  estate  located 
in  Oklahoma^ 

Corporation  License  Taxes. 

Corporations,  except  public  service,  oil,  natural  gas,  and  mining 
corporations,  pay  to  the  State  for  state  purposes  an  annual  license 

<K  Except  as  otherwise  indicated,  the  references  herein  are  to  Harris  and  Day's 
Revised  Laws,  1910. 
^  R.  L.,  sec.  7302. 

c  Ibid.,  sec.  7307.    Estimated  at  fair  voluntary  sale. 
^  Interview  with  state  tax  officials,  September,  19 14. 

<  R.  L.,  sec.  7304. 

The  legislature  has  not  selected  oil  and  gas  leases,  as  such,  as  subjects  of  taxation, 
nor  has  it  provided  for  a  severance  of  the  various  interests  which  may  be  held  in  real 
property.    In  re  Indian  Territory  Illuminating  Oil  Co.,  43  Okla.,  307  (19x4). 

/R.  L.,sec.  7305. 

(f  Ibid.,  sec.  7306. 

^  Constitution,  Art.  X,  sec.  9. 

<  R.  L.,  sec.  7303. 
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fee.  The  rate  for  domestic  corporations  is  50  cents  upon  each 
$1,000  of  authorized  capital  stock,  and  for  foreign  corporations 
$1  upon  each  $1,000  of  capital  stock  employed  in  business  in  the 
State.** 

The  amotmt  of  corporation  license  tax  payable  by  these  classes 
of  foreign  corporations  is  determined  by  obtaining  that  proportion 
of  the  paid-up  capital  stock  which  is  reflected  by  the  average  of  (a) 
the  percentage  of  the  total  business  represented  by  the  amount  of 
business  transacted  within  the  State;  and  (6)  the  percentage  of  the 
total  value  of  property  owned  represented  by  the  value  of  property 
held  within  the  State.  * 

Public  service  corporations,  as  such,  are  not  subject  to  the  cor- 
poration license  tax,  but  when  engaged  in  enterprises  other  than 
those  of  a  quasi-pubUc  character,  such  as  electric  light  companies 
which  manufacture  ice,  they  are  required  to  segregate  their  capi- 
tal for  the  piupose  of  paying  the  tax  on  a  portion  of  their 
capital.*' 

The  registration  fee  paid  for  incorporation  or  upon  entering 
the  State  to  do  business  is  in  lieu  of  this  tax  for  the  first  fiscal 
year.** 

Steam  and  Street  Railroads. 

Railroad  companies,  domestic  and  foreign,  pay  locally  for  state 
and  local  purposes  the  general  property  tax  on  all  property,  valued 
as  a  going  concern. 

For  assessment  purposes,  the  physical  property  of  railroads  in 
Oklahoma  may  be  classified  as  ''main  tracks"  and  ''sidetracks, 
buildings,  and  station  grounds.'* 

The  valuation  of  main  track,  which  includes  the  value  of  right 
of  way,  rails,  superstructure,  rolling  stock,  and  all  other  property 
not  classified  as  "sidetracks,  buildings,  and  station  property"  is 
apportioned  on  the  mileage  basis  to  each  minor  taxing  subdivision 
of  the  State  wherein  any  main  track  is  located.    The  value  of  side- 

»  R.  L.,  sees.  7538^7549- 

^  The  practical  operation  of  the  method  above  described  is  illustrated  by  the  foU  | 

lowing  example:  "Assuming  $100,000  to  be  the  total  capital  stock;  $240,000  to  be  the 
total  business  transacted  during  the  year  by  a  foreign  corporation,  and  $50,000  to  be 
the  total  value  of  property  owned  by  the  corporation;  one-half  the  property  being 
in  Oklahoma,  and  one-fourth  the  volume  of  business  being  transacted  in  Oklahoma, 
the  figures  and  formula  would  be:  50+258=75  per  cent-<-2=37>^  per  cent  of  $zoo,ooo=s 
$37 1 5oo=the  amount  upon  which  such  corporation  would  pay  $1  per  $1,000. "  Letter, 
chairman  corporation  commission,  Nov.  24,  1914. 

c  Interview  with  state  tax  officials,  September,  19 14. 

<*  R.  L.,  sec.  7540. 
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tracks,  spurs,  terminals,  buildings,  and  other  property  not  intimately 
connected  with  the  operation  of  main  track  is  assigned  to  the  tax- 
ing district  where  located. 

Assessments  of  all  railroad  property  are  made  by  the  State 
Board  of  Equalization  and  are  based  on  detailed  statements  fur- 
nished by  the  railroad  companies,  showing  the  cost,  value,  and 
mileage  of  the  main  track  and  of  sidetrack,  and  the  value  of  build- 
ings and  station  property,  the  value  of  stock  and  bonds  as  quoted 
on  the  market  for  selected  periods,  the  amotmt  of  net  profits,  the 
dividends,  and  all  other  financial  and  statistical  data  necessary 
to  arrive  at  a  true  valuation  of  the  company's  property  as  a  going 
concern." 

A  percentage,  varying  with  conditions,  is  added  by  the  State 
Board  of  Equalization  to  the  cost  value  of  the  physical  property  as 
reported  by  the  railroad.  The  purpose  is  to  cover  intangible  value, 
which  the  successful  operation  of  a  railroad  gives  to  the  mere  value 
of  its  physical  property.  ^ 

An  act  of  19 10  *  providing  for  an  elaborate  system  of  taxing 
railroads  on  their  gross  receipts  in  lieu  of  other  taxes  is  considered 
unconstitutional  by  the  administrative  authorities  and  its  enforce- 
ment  has  never  been  attempted.  It  is  now,  however,  in  litigation 
by  reason  of  a  certain  railroad  seeking  to  establish  its  validity  pre- 
sumably because  the  earnings  of  the  company  are  comparatively 
small  and  the  classification  applicable  imder  the  19 10  law  provides 
a  lighter  tax  burden  for  this  particular  company  than  it  now  bears 
under  the  ad  valorem  system. 

Street  railway  and  interurban  companies  are  assessed  and  taxed 
in  practically  the  same  manner  as  steam  railroads.^ 

Express  and  Telegraph  Companies. 

Express  and  telegraph  companies  pay  locally  for  state  and  local 
purposes  the  general  property  tax  on  all  property. 

Assessments  are  by  the  State  Board  of  Equalization,  based  on 
reports  from  these  classes  of  companies.  The  exact  method  used 
by  the  board  in  valuing  such  property  is  not  revealed.     In  a  gen- 

«  R.  L.,  sees.  7339,  7348-7350.    Interview  with  state  tax  officials,  September,  1914. 

^  Thus  a  certain  company  returned  in  detail  the  value  of  its  physical  property 
in  the  State  of  Oklahoma  at  $25,592,987  for  the  year  1913.  This  was  increased  by  the 
State  Board  of  Equalization  to  $30,983,019,  the  difference  being  the  amount  which,  in 
the  judgment  of  the  board,  raised  the  estimated  physical  value  to  the  property  value 
of  a  going  concern.    Interview  with  state  tax  officials,  September,  1914. 

c  Interview  with  state  tax  officials,  September,  1914.    R.  L.,  sees.  7470-7488. 

^  R.  L.,  sees.  7337-7339»  734«-735o- 
SSadS**— 15 20 


286  TAXATION   OI?   CORPORATIONS. 

eral  way,  however,  the  entire  estimated  value  of  the  physical  prop- 
erty used  in  the  transportation  business  by  express  companies  is 
determined,  and  some  consideration  is  given  to  its  earning  capacity. 
The  proportion  of  this  value  taxable  in  Oklahoma  is  then  estimated 
on  a  route  mileage  basis.  Ocean  and  stage  mileage  is  reduced  to 
a  railroad  mileage  basis  on  the  theory  that  the  earnings  from  i  mile 
of  rail  route  equal  the  earnings  from  a  given  number  of  miles  of 
ocean  or  stage  route." 

The  method  of  determining  the  value  of  telegraph  property 
approved  by  judicial  decision  ^  provides  for  the  valuation  of  the 
entire  property  as  a  unit  by  taking  into  consideration  its  uses  and 
all  other  elements  of  value.  From  the  aggregate  is  determined  a 
proportion  of  the  whole,  either  by  taking  that  part  of  the  value  of 
the  entire  route  measured  by  the  ratio  of  its  length  in  the  State  to 
its  total  length,  or  by  taking  such  portion  of  the  value  of  the  entire 
capital  stock  as  the  length  of  its  lines  in  the  State  bears  to  the 
whole  length  of  its  lines.  The  portion  of  the  entire  value  assignable 
to  Oklahoma  obtained  by  either  method  is  then  reduced  in  the  pro- 
portion which  the  receipts  per  mile  in  Oklahoma  bear  to  the  average 
receipts  per  mile  of  the  entire  system. 

In  this  case,  dealing  with  the  191 1  and  191 2  assessments  of 
telegraph  property,  it  was  proven  that  the  State  Board  of 
Equalization  had  increased  the  amoimt  returned  by  a  telegraph 
company  200  and  250  per  cent,  respectively.  The  valuation 
foimd  by  a  judicially  appointed  referee  approximated  the  value 
returned  by  the  company  and  was  based  upon  "the  price  the 
physical  property  of  the  company  would  bring  at  fair,  volun- 
tary sale,  aside  from  any  intangible  value  gained  by  its  being 
part  of  a  system  extending  into  and  through  other  States  and 
countries.'*  The  evidence  included  statements  showing  the  value 
of  the  system,  its  earnings,  etc.,  both  within  and  without  the 
State.  From  these  data  the  court  determined  by  the  methods 
above  described  that  the  increased  assessment  by  the  state  board 
was  approximately  correct.  *    The  state  board  did  not,  however, 

« R.  L.,  sees.  7336-7350.  Interview  with  S.  T.  Bledsoe,  attorney,  Oklahoma 
City,  Okla. 

^  In  re  assessment  of  Western  Union  Telegraph  Co.,  35  Okla.,  626  (19x2). 

<^  From  an  assessment  levied  by  the  State  Board  of  Equalization  upon  the  property 
of  the  Western  Union  Telegraph  Co.  for  the  fiscal  years  1911  and  19x2,  the  telegraph 
company  appealed.  Held:  That  in  estimating  for  purposes  of  taxation,  the  value  of 
the  property  of  the  telegraph  company  situated  within  the  State,  it  may  be  regarded 
not  abstractly  or  strictly  locally,  but  as  a  part  of  a  system  operated  in  other  States, 
and  the  taxing  state  is  not  precluded  from  taxing  the  property  because  it  did  not  create 
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reveal  the  method  used  by  it  in  finding  the  amount  of  the 
assessment. 

Detailed  reports  showing  the  value  and  kind  of  physical 
property  owned  and  located  in  each  minor  taxing  subdivision 
of  the  State  are  required  annually  of  express  and  telegraph 
companies.* 

An  act  providing  for  the  taxation  of  gross  receipts  of  express, 
telegraph,  and  other  classes  of  companies  was  declared  inopera- 
tive as  to  express  companies  operating  both  within  and  without 
the  State,  ^  but  according  to  an  opinion  of  the  attorney  general 
this  act  is  valid  as  applied  to  companies  operating  wholly  within 
the  State.^ 

Car  Companies. 

Sleeping-car  companies  pay  locally  the  general  property  tax 
for  state  and  local  purposes  on  assessments  made  by  the  State 
Board  of  Equalization.  The  board  is  authorized  to  ascertain 
the  number  of  cars  required  to  make  the  total  car  mileage  of  the 
company  within  the  period  of  one  year,  and  fix  a  valuation  upon 
each  particular  class  of  said  cars.  The  number  of  cars  so  ascer- 
tained is  assessed  to  the  respective  corporations  and  such  assess- 
ments are  certified  by  the  state  auditor  to  the  counties  wherein 

the  company  or  confer  a  franchise  upon  it,  or  because  the  company  derived  its  rights 
or  privileges  under  an  act  of  Congress,  or  because  it  is  engaged  in  interstate  commerce. 

In  the  absence  of  evidence  to  the  contrary,  the  presumption  is  that  all  the  property 
of  an  interstate  telegraph  company  is  part  of  its  corporate  plant,  and  that  its  tangible 
and  intangible  property  are  equally  distributed  throughout  its  mileage.  In  re  assess- 
ment of  Western  Union  Telegraph  Co.,  1911-1912,  35  Okla.,  626  (1912). 

a  Interview  with  state  tax  officials,  September,  1914.     R.  L.,  sees.  7340-7345. 

^  R.  L.,  sees.  7459-7461  (Laws  1910,  chap.  44). 

An  express  company  whose  receipts  are  largely  derived  from  interstate  commerce 
and  from  investments  in  bonds  and  lands  outside  the  State  can  not  validly  be 
subjected  to  the  gross-revenue  tax  exacted  by  Oklahoma,  Laws  1910,  chap.  44, 
from  public-service  corporations,  "which  shall  be  in  addition  to  the  taxes  levied  and 
collected  upon  an  ad  valorem  basis  upon  the  property  and  assets  of  such  corporation, " 
equal  to  such  proportion  of  a  specified  percentage  of  its  gross  receipts  from  every 
source  whatever  as  a  portion  of  its  business  done  within  the  State  bears  to  the  whole 
of  its  business. 

The  tax  is  not  a  property  tax  but  a  tax  on  all  revenue  including  that  received  from 
interstate  commerce,  and  as  such  is  unconstitutional. 

This  law  can  not  be  construed  as  referring  only  to  the  receipts  from  commerce 
wholly  within  the  State  in  order  to  save  its  constitutionality.  Meyer  v.  Wells  Fargo 
&  Co.,  223  U.  S.,  298  (1912). 

c  Interview  with  state  tax  officials,  September,  1914. 

This  tax,  intended  for  state  purposes,  was  to  be  in  addition  to  the  ad  valorem  tax. 
The  rates  provided  were  3  per  cent  for  express  and  2  per  cent  for  telegraph  companies. 
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such  cars  are  operated.**  Inoperative  acts  provided  for  the  taxa- 
tion of  both  sleeping-car  and  freight-car  companies  on  gross 
receipts.^  Freight-car  companies  are  not  taxed  at  present  in 
Oklahoma/  Sleeping-car  companies  report  to  the  state  auditor 
information  necessary  to  enable  the  State  Board  of  Equalization 
to  make  assessment.** 

Other  Public-Service  Corporations. 

Domestic  and  foreign  telephone,  pipe-line,  electric  light,  gas, 
heat,  waterworks,  and  power  companies  pay  locally  the  general 
property  tax  for  state  and  local  purposes.*  In  addition  companies 
of  these  classes  which  operate  wholly  within  the  State  pay  to  the 
State  for  state  purposes  a  tax  on  gross  receipts.* 

Assessment  of  the  general  property  tax  is  by  the  State  Board  of 
Equalization.^  As  in  the  case  of  other  corporations  each  com- 
pany of  the  classes  above  mentioned  reports  in  detail  the  value 
and  location  of  its  physical  property  in  each  minor  taxing  district 
of  the  State  and  such  financial  data  as  are  necessary  to  enable  the 
board  to  approximate  earning  capacity,  etc.  If  from  the  reports 
rendered  or  from  other  available  information  it  appears  that  the 
property  has  by  reason  of  its  use  a  value  in  addition  to  the  mere 
physical  value,  an  amoimt  is  added  to  the  physical  value  reported 
which  raises  it  to  the  value  of  property  of  a  going  concern.  This 
additional  amoimt  is  then  reduced  to  a  percentage  and  the  proper 
proportion  added  to  the  value  of  each  item  of  physical  property 
located  in  the  various  minor  taxing  subdivisions  of  the  state.  ^ 

a  R.  L.,  sees.  733^7350- 

&  Ibid.,  sees.  7459-7461;  Laws  1913,  p.  643.     (Sec  Comments,  p.  294.) 

«  Interview  with  state  tax  officials,  September,  19 14. 

tf  R.  L.,  sec.  7346. 

<  Ibid.,  sees.  7459-7461. 

/Ibid.,  sees.  734&-50. 

The  legislature  has  not  selected  oil  and  gas  leases,  as  such,  as  subjects  of  taxatkxn, 
nor  has  it  provided  for  a  severance  of  the  various  interests  which  may  be  held  in  real 
property.  The  property  of  a  pipe-line  company  which  owns  valuable  oil  leases  may 
be  assessed  under  the  fifth  subdivision  of  section  7305,  R.  L.,  which  defines  taxable 
personal  property  as  including  "all  stocks  or  shares  in  any  national  or  other  bank  or 
company  incorporated  under  the  laws  of  this  or  any  other  State  *  *  *  and 
situated  and  transacting  business  in  this  State.  **  In  re  Indian  Territory  Illuminating 
Oil  Co.,  43  Okla.,  307  (1914)- 

ff  For  example,  the  total  value  of  the  various  kinds  of  property  belonging  to  the 
Prairie  Oil  &  Gas  Co.  in  Oklahoma  was  returned  at  $26,400,287.87.  This  amount 
the  state  board  of  equalization  raised  to  $32,167,774,  or  the  value  of  the  property  as 
belonging  to  a  going  concern,  the  difference  being  the  value  of  the  intangible  property. 
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The  rates  of  the  gross-receipts  tax,  which,  as  above  stated,  apply 
only  to  corporations  operated  wholly  within  the  State,  are  as 
follows:  Telephone,  electric  light,  gas,  heat,  and  power  companies, 
one-half  of  i  per  cent ;  waterworks  companies,  one-fourth  of  i  per 
cent;  and  pipe-line  companies,  2  per  cent.** 

Oil|  Natural  Gas,  and  Mining  Companies. 

Domestic  and  foreign  oil,  nattu'al  gas,  and  mining  companies 
pay  locally  for  state  and  local  pmposes  the  general  property  tax 
on  surface  improvements  used  in  producing,  pumping,  distrib- 
uting, storing,  and  mining.  *  In  addition,  they  pay  to  the  State 
for  state  purposes  a  tax  of  one-half  of  i  per  cent  on  the  gross  value 
of  production  less  the  value  of  royalties  paid  Indians.  The  term 
'*  gross  production  "  is  construed  as  meaning  all  products  produced 
during  the  three  months  period,  whether  sold  during  the  period 
or  remaining  unsold  in  storage  tanks  or  pipe  lines  on  the  last  day 
of  the  quarter;  provided,  that  where  any  portion  of  a  gross  pro- 
duction is  royalty  required  to  be  paid  for  the  benefit  of  the  Indian 
citizen,  or  Indian  tribe,  the  amount  of  such  royalty  is  set  out 
specifically,  and  the  tax  paid  on  the  actual  cash  value  of  the  gross 
production  less  the  royalty  so  specified.  ^ 

«  R.  L.,  sees.  7459-7461. 

6  Ibid.,  sees.  7332-7335- 

^K,  L.,  see.  7464.     Interview  with  state  tax  offieials,  September,  1914. 

The  gross-production  tax  on  mining  companies  is  not  repugnant  to  sec.  57,  Art.  V, 
of  the  constitution  of  Oklahoma.  This  law  provides  for  a  property  tax  said  is  not 
invalid  as  being  an  unauthorized  burden  upon  the  Federal  Government  in  its  inter- 
course with  the  Indian  tribes,  upon  whose  lands  the  mines  are  located.  McAlester- 
Edwards  Coal  Co.  v.  Trapp,  43  Okla.,  510  (1914). 

Such  a  tax,  in  addition  to  ad  valorem  taxes  on  the  property  of  the  producers,  is  in 
effect  a  tax  on  the  business  of  mining,  and  ais  applied  to  lessees  of  coal  lands  of  the 
Indian  tribes  under  direct  authority  and  regulation  of  the  United  States,  is  a  burden 
on  a  Federal  instrumentality  and  is  not  valid.  Missouri  K.  &  T.  Ry.  Co.  v,  Meyer, 
State  Auditor,  204  Fed.  Rep.,  140  (1913). 

Appellant,  the  lessee,  of  certain  Indian  coal  lands,  was  held  to  be  an  instrumentality 
through  which  an  obligation  of  the  United  States  with  certain  Indian  tribes  was  being 
carried  into  effect  and  in  that  capacity  not  subject  to  a  state  license.  The  gross- 
recepits  tax  was  held  not  to  represent  the  measure  of  the  value  of  property  liable  to 
general  assessment,  but  to  be  a  license  or  occupation  tax.  A  tax  upon  gross  sales  is 
not  the  same  thing  as  upon  stock  treated  as  property.  Choctaw,  Oklahoma  &  Gulf 
Railroad  Co.  v.  Harrison,  335  U.  S.,  292  (1914): 

"  The  deciskm  of  Meyer  v.  Wells  Fargo  (supra,  p.  287)  has  no  bearing  whatever  on  the 
mining  production  law  but  only  on  the  question  of  transportation  receipts  from  con- 
cerns doing  an  interstate  transportation  business.  Concerns  doing  a  transmission  or 
transportation  business,  interstate,  tmder  that  decision  can  not  be  taxed  at  all  upon 
their  gross  rcfteipts.  The  question  of  receipts  from  water,  heat,  light,  and  other  com- 
panies, was  not  involved,  although  the  court  said  in  effect,  by  referring  to  the  Ratter- 
man  case  (Ratterman  v.  W.  U.  T.  Co.,  127  U.  S.,  411  (1888)),  that  a  tax  of  that  kind 
would  be  good. "    Opinion  of  Attorney-General  of  Oklahoma,  Mar.  7,  1912. 
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Mercantile  and  Manufacturing  Companies. 

Domestic  and  foreign  mercantile  and  manufacturing  companies 
pay  locally  the  general  property  tax  for  state  and  local  purposes. 
In  addition,  they  pay  to  the  State  for  state  purposes  '*the  corpo- 
ration license  tax." 

Domestic  corporations  of  these  classes  are  assessable  by  county 
assessors  on  the  value  of  the  entire  working  interest  and  capital, 
less  the  assessed  value  of  real  estate  owned  in  Oklahoma  and  the 
value  of  such  Oklahoma  bonds  as  are  specifically  exempted.  The 
difference  represents  the  value  of  personal  property  and  is  taxed 
at  the  general  property  tax  rates.  In  practice,  the  county 
assessor  exercises  discretionary  power  in  fixing  the  amoimt  of 
invested  capital  and  in  so  doing  .is  guided  largely  by  the  profits 
and  success  of  the  company.  The  data  upon  which  assessments 
are  based  are  taken  largely  irom  reports  by  the  corporations.^ 

Foreign  mercantile  corporations  and  unincorporated  companies 
and  individuals  are  assessed  on  the  average  amount  and  value  for 
the  preceding  year  of  goods,  wares,  merchandise,  implements, 
machinery,  capital,  and  property  employed  in  merchandising.^ 

Foreign  manufacturing  companies  like  imincorporated  compa- 
nies and  individuals  are  taxed  on  the  average  amount  and  value 
for  the  preceding  year  of  capital  employed  in  manufacturing,  in- 
cluding machinery,  material,  appurtenances,  and  manufactured 
goods." 

Real  estate  of  mercantile  and  manufacturing  companies  is  taxed 
in  the  same  manner  as  that  of  individuals.** 

Each  domestic  corporation  of  the  classes  above  mentioned  re- 
ports annually  to  the  cotmty  assessor  the  amoimt  of  its  authorized 
and  paid  up  capital  stock,  surplus,  imdivided  profits,  outstanding 
bonded  indebtedness,  and  the  value  of  all  real  estate,  merchan- 
dise, fixtures,  credits,  accotmts,  etc.  Foreign  corporations,  like 
individuals,  report  the  average  amount  and  value  for  the  preced- 
ing year  of  capital  employed  in  manufacturing,  including  that 
invested  in  machinery,  material,  appurtenances,  and  manufac- 
tured goods.  ^ 

Stockholders  and  Bondholders. 

Shares  of  stock  of  domestic  and  foreign  corporations  of  the  classes 
herein  treated  are  taxable  as  personal  property  to  the  holder.  In 
practice,  however,  shares  of  domestic  corporations  are  not  taxed  to 

<»  R.  L.,  sec.  7318.     Interview  with  state  and  county  tax  officials,  September,  1914. 
^  Interview  .with  state  and  county  tax  officials,  September,  1914. 
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holders.    Bonds  of  foreign  and  domestic  corporations  are  taxable 
to  the  holder  as  personalty." 

Foreign  Corporations. 

Foreign  corporations,  in  general,  with  the  exceptions  noted 
above,  are  taxed  practically  in  the  same  manner  as  similar  domes- 
tic corporations. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  state  taxes  for  state  purposes  derived 
from  corporations  for  191 2  was  approximately  42  per  cent. 

Total  State  Rqcsipts,  Taxks  from  Corporations,  Other  Taxes,  and  Receipts 
PROM  Sources  Other  than  Taxes,  Year  Ended  November  30,  1912.& 

Total  state  receipts,  all  sources $3, 068, 613.  73 

State  taxes  from  corporations: 

Railroads^ $43^y  3^6.  55 

Street  railways — 

General  property  « 7, 583. 32 

Gross  receipts 6.  48 

Pullman  Co.  <^ i,  6ia  54 

Express  companies<^ 6, 70a.  80 

Telegraph  companies- 
General  property  c 3, 555. 10 

Gross  receipts ^4-  39 

Telephone  companies — 

General  property  <^ 10, 976. 6$ 

Gross  receipts i,  727.  58 

Oil  pipe  lines — 

General  property  « 72, 379. 34 

Gross  receipts 8, 834. 00 

Electric,  light,  heat,  power,  and  water,  general 

property  ^ 31, 29a  92 

Electric,  light,  heat,  power,  and  water,  gross  re- 
ceipts   21, 558.  75 

Oil,  gas,  and  mining — 

General  property  ^ 16, 903.  68 

Production 130, 613.  25 

Miscellaneous  companies,  general  property  <^ 24, 834.  50 

Banks,  general  property  « 56,  568.  07 

Corporation  license  tax 50, 487. 83 

Delinquent  gross  receipt  taxes 3, 973.  23 

Insurance  companies,  taxes  and  fees 228, 009.  71 

Secretary  of  state,  fees,  etc 71, 362. 35 

Total  ascertainable  state  taxes  from  corporations i,  181, 409.  04 

«R.  L.,  sees.  7305,  7319.     Interview  with  state  tax  officials,  September,  1914. 
^  Report  of  State  Auditor,  191 2. 

«  Estimated  by  applying  the  state  rate  of  2^  mills  to  the  property  values  found  in 
Report  of  State  Board  of  Equalization,  191 2. 
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Other  taxes: 

General    property   tax<*  (less    $664,771.47   above 

estimated) $1,  561, 855. 60 

Game  licenses,  etc 51, 601.  75 

Inheritance  tax 4, 872. 97 

Income  tax 3, 97a  10 

Total  state  taxes  not  from  corporations $1, 622, 300.  42 

Total  taxes  for  state  purposes,  all  sources 2, 803,  709.  46 

Receipts  from  sources  other  than  taxes: 

Receipts  from  state  public  lands 1201 032. 49 

Interest  on  deposits 57, 885. 15 

Board  of  agriculture .  .*. 53, 718.  25 

Oil  and  mine  inspector,  fees,  etc 21, 643. 02 

Library 2, 629. 50 

Fines,  costs,  etc i,  015. 46 

Miscellaneous  receipts 7, 98a  40 

Total  receipts  from  sources  other  than  taxes 264, 904.  27 

Total  state  receipts,  all  sources 3i  068, 613.  73 

IV.  COMMENTS. 
Historical. 

The  first  general  revenue  law  of  Oklahoma  Territory,  like  those 
of  neighboring  States,  provided  for  the  taxing  of  property  under 
the  ad  valorem  system.  Corporation  property,  moneys,  credits, 
bonds,  stock  and  joint  stock  companies  were  taxable  for  territorial 
and  local  purposes  at  general  property  rates.  Railroads  were 
assessed  locally  at  a  '*fair  valuation"  per  mile  of  main  and  side 
track,  with  the  valuation  of  rolling  stock  distributed  to  the  locali- 
ties on  a  mileage  basis.  A  territorial  board  of  equalization 
equalized  county  assessments  and  determined  the  territorial  tax 
rate.  * 

An  entirely  new  code  of  laws  was  enacted  in  1893.  Numerous 
changes  of  mmor  importance  were  made  m  the  tax  laws  and 
county  and  township  boards  of  equalization  were  authorized, 
the  former  having  power  to  equalize  assessments  between  the 
townships  and  the  latter  to  hear  and  pass  on  individual  com- 
plaints. ^ 

a  Part  of  this  conies  from  local  taxation  of  corporations,  but  it  is  practically  impos- 
sible to  ascertain  the  amount  thus  received,  except  the  amounts  above  estimated, 
which  are  not  included  in  this  item. 

^  Stats.  1890,  chap.  75. 

<•  Stats.  1893,  chap*  ?©• 
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In  1895  the  members  of  the  territorial  board  of  equaUzation 
were  constituted  a  board  of  raihoad  assessors  with  authority  to 
assess  the  property  of  all  railroads.  During  the  same  year  rail- 
roads were  required  to  list  sleeping,  dining,  and  palace  cars  in  the 
names  of  the  true  owners,  to  whom  they  were  assessed.* 

Under  the  laws  of  1905,  express  companies  were  required  to 
make  annual  returns  to  the  territorial  auditor  and  to  county 
clerks,  showing  the  amotmt  of  business  transacted  in  the  territory 
during  the  preceding  year,  the  net  receipts  thereon,  and  a  list  of 
personal  property  in  each  coimty.  "Such  property  and  net  re- 
ceipts "  were  assessed  by  the  territorial  board  of  equalization  and 
taxed  for  territorial  and  local  purposes  in  the  same  manner  as 
railway  property.  Street  railways  were  required  to  make  similar 
reports  to  the  territorial  auditor  and  to  the  coimty  clerks  for  the 
purpose  of  assessments  which  were  made  by  the  territorial  board 
of  equalization.  * 

A  greater  part  of  the  tax  laws  which  were  in  effect  during  the 
territorial  period  was  adopted  by  the  State  at  its  creation  in 
1907.  In  addition  the  first  state  legislature  passed  a  broad  gross- 
revenue  tax  applicable  to  public  service  corporations  and  to  oil 
and  mining  companies.  ^ 

Another  general  revenue  law  was  enacted  in  1 909.  It  was  based 
upon  the  ad  valorem  system  and  provided  a  method  of  assessing 
corporations  other  than  public-service  corporations  by  deducting 
from  the  net  value  of  moneyed  capital,  surplus,  and  tmdivided 
profits,  the  value  of  real  estate  owned  in  the  State.  The  State 
Board  of  Equalization  was  directed  by  this  law  to  assess  the 
property  of  all  public  service  corporations,  and  to  equalize  assess- 
ments between  counties.  ^ 

The  gross-revenue  law  of  1909  was  amended  in  1910  and  in  so 
far  as  it  affected  express  companies  was  declared  unconstitutional 
by  the  Supreme  Court  of  the  United  States  on  the  ground  that 
it  was  a  regulation  of  interstate  commerce.  ^  This  law  was  again 
amended  in  191 3,  but  like  several  other  laws  which  remain  upon 
the  statute  books  of  Oklahoma  is  not  enforced.  ^ 


o^  Laws  1895,  chap.  43. 

^  Laws  1905,  chap.  31. 

c  Laws  1907,  chap.  71,  Art.  II. 

<*  Laws  1909,  chap.  38. 

«  Meyer  v.  Wells  Faigo  &  Co.,  223  U.  S.,  298  (1912). 

/  Laws  19 13,  chap.  240,  Art.  II. 


294 


TAXATION   OF   CORPORATIONS. 


Inoperatiye  Tax  Laws. 

Among  the  most  prominent  of  the  inoperative  laws  still  remain- 
ing on  the  statute  books  of  Oklahoma  is  the  act  of  1 910  which  pro- 
vides a  novel  system  of  taxing  the  main  track  and  rolling  stock  of 
railroads  in  lieu  of  other  tax.*  The  valuation  of  the  road  was  to  be 
taken  at  the  amount  of  its  annual  gross  receipts.  The  rate  for 
state  and  local  purposes  was  to  be  governed  by  the  relation  which 
the  gross  receipts  bore  to  the  gross  operating  expenses,  in  accord- 
ance with  the  following  table : 

Railroad  Tax  Rates. 


Class. 


A 
B 

c. 

D 
£ 
P 
G 
H 


Relation  of  operating  exx>oises  to  gross  receipts. 


Less  than  60  per  cent 

60  i>er  cent  and  less  than  65  per  cent 
65  per  cent  and  less  than  70  per  cent 
70  per  cent  and  less  thsm  75  per  cent 
75  per  cent  and  less  than  80  per  cent 
80  per  cent  and  less  than  85  per  cent 
85  per  cent  and  less  than  90  per  cent 
90  per  cent  and  over 


State  rate, 
or  percentage 
of  valuation. 


0.02x25 
.oao69S 
.03 

•  OX937S 
.0x875 

.0x8x25 

.0x75 

.0x6875 


Local  rate, 

or  percentage 

of  valuation 

(for  each  mill 

levied  upon 

locally  aa^ 

sessed  x>r(q>> 

crty). 


o.  004625 

•004s 

.004335 

.00425 

.004x25 

.004 

•00387s 

.00375 


This  law  was  never  enforced  by  the  administrative  authority,  and 
is  now  in  litigation  in  an  action  brought  by  the  Ft.  Smith  &  Western 
Railroad  against  the  state  auditor,  the  railroad  seeking  to  establish 
the  validity  of  the  law  because  its  earnings  are  comparatively 
small,  and  the  classification  which  would  apply  imder  the  1910  law 
would  make  its  tax  burden  substantially  less  than  it  is  imder  the 
ad  valorem  system.  * 

The  gross  revenue  law  of  1910  providing  for  the  taxation  of 
express,  telegraph,  and  other  corporations  was  as  above  stated 
declared  to  be  unconstitutional  in  so  far  as  it  related  to  the  taxation 
of  interstate  express  business,  and  for  this  reason  it  is  not  enforced 
as  to  interstate  transportation  and  transmission  corporations. 

In  1 91 3  the  legislature  enacted  a  law  providing  for  a  tax  of  4  per 
cent  on  the  gross  receipts  of  express,  telegraph,  and  freight  car 
companies,  and  ajthough  it  has  never  been  judicially  declared 
inoperative  it  is  not  enforced  because  it  was  passed  within  five  days 

«  R.  L.,  sees.  7470-7478. 

*  Interview  with  state  tax  officials  and  others,  September,  19 14. 
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of  the  closing  of  the  session  of  the  legislature.  The  passage  of 
revenue  acts  within  such  time  limit  is  prohibited  by  the  consti- 
tution.* 

Bibliography. 

The  following  is  a  hst  of  the  more  important  publications,  in 
addition  to  the  constitution,  the  statutes,  and  the  court  reports,  of 
value  in  the  study  of  corporate  taxation  in  Oklahoma : 

Reports  of  the  State  Board  of  Equalization. 
Reports  of  the  State  Auditor. 

Article  by  S.  T.  Bledsoe,  Proceedings  of  the  National  Tax  Asso- 
ciation, Vol.  VIII,  191 4. 

*  Laws  1913,  p.  647;  constitution,  Art.  V,  sec.  33.  See  Ralls  v.  Wyand  et  al.,  40 
Okla.,  323  {1914). 

A  bill  proposed  by  initiative  petition  in  identical  terms  of  the  1913  act  failed  at  a 
State  election  of  Aug.  4,  19 14. 


TEXAS. 

I.  GENERAL  VIEW. 
Chief  Features. 

First.  The  taxation  of  all  corporate  property,  except  that  of 
car  companies,  under  the  general  property  tax  for  state  and  local 
purposes. 

Second.  The  imposition  for  state  purposes  of  occupation  taxes 
on  many  classes  of  corporations. 

Third.  The  collection  for  state  purposes  of  a  capital-stock  tax 
from  all  corporations,  domestic  and  foreign,  except  transpor- 
tation companies  paying  an  occupation  tax  on  gross  receipts. 

General  Property  Tax. 

The  property  of  all  corporations,  except  car  companies,  is 
taxed  locally  for  state  and  local  purposes  under  the  general 
property  tax.  All  such  property,  except  the  intangible  assets  of 
steam  railroad,  bridge,  and  ferry  companies,  is  assessed  locally. 
The  intangible  assets,  if  any,  of  these  companies  are  assessed  by  a 
state  board. 

Taxes  Supplemental  to  the  General  Property  Tax. 

In  addition  to  the  general  property  tax,  manufacturing,  mer- 
cantile, transportation  and  transmission  companies  pay  to  the 
State  for  state  purposes  one  or  more  of  the  following  kinds  of  taxes : 
A  tax  on  capital,  on  gross  receipts,  on  mileage,  or  on  privilege. 
Thus  railroads  (unless  operating  under  Federal  charter),  bridge, 
ferry,  manufacturing,  mercantile,  and  miscellaneous  companies 
pay  the  graduated  capital-stock  tax ;  street  railways  pay  a  mileage 
tax,  and  also  the  graduated  capital  stock  tax,  if  operating  entirely 
in  cities  of  less  than  10,000,  or  the  gross-receipts  tax  if  operat- 
ing in  and  out  of  cities  of  over  10,000  inhabitants;  foreign  tele- 
graph companies  pay  the  gross-receipts  tax;  domestic  telegraph 
and  domestic  and  foreign  telephone,  pipe-Une,  and  oil-well  com- 
panies pay  both  the  graduated  capital-stock  and  the  gross-receipts 
taxes;  gas,  water,  and  electric  companies  pay  a  privilege  tax  and 
also  the  graduated  capital-stock  tax  if  operating  in  cities  of  less 
than  10,000,  and  if  operating  in  cities  of  10,000  or  over  they  pay 
the  privilege,  the  capital-stock,  and  the  gross-receipts  taxes; 
296 
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freight-car  companies  pay  the  gross-receipts  tax  and  sleeping- 
car  companies  pay  the  gross-receipts  tax  and  a  tax  at  a  fixed  rate 
on  the  proportion  of  the  capital  stock  employed  within  the  State. 
Privilege  taxes  may  be  levied  by  counties,  but  can  not  exceed 
more  than  one-half  of  the  State  privilege  tax.  Like  authority 
is  given  to  municipalities. 

Stockholders  and  Bondholders. 

Shares  of  stock  in  the  hands  of  resident  holders  are  not  taxed 
when  the  corporate  property  is  taxed  in  the  State ;  otherwise  they, 
as  well  as  corporate  bonds,  are  taxed  to  the  holders. 

Foreign  Corporations. 

Domestic  and  foreign  corporations  of  similar  character  are 
taxed  in  the  same  manner  under  the  general  property  tax.  There 
is  a  slight  difference  in  the  rates  and  application  of  the  supple- 
mental taxes. 

Administration. 

The  state  tax  board,  of  the  composite  type,  consists  of  the  state 
tax  commissioner  appointed  by  the  governor  and  confirmed  by  the 
senate  for  a  term  of  two  years,  the  comptroller  of  public  accounts, 
and  the  secretary  of  state.  It  fixes  and  apportions  the  valuation 
of  the  intangible  assets  of  railroad,  ferry,  and  bridge  companies, 
and  has  authority  to  examine  books,  papers,  accotmts,  and  per- 
sons for  the  purpose  of  securing  a  compliance  with  any  tax  law 
of  the  State,  and  its  members  or  the  state  revenue  agent  may  visit 
the  several  counties  to  aid  in  the  enforcement  of  revenue  laws  of 
the  State.**  The  assessments  of  the  intangible  assets  by  this 
board  are  not  subject  to  review  or  change  by  the  tax  assessors  of 
the  county  or  by  the  county  boards  of  equalization  but  after  ap- 
portionment are  taxed  for  state  and  coimty  purposes  only. 

The  assessment  for  state  and  county  taxes  of  the  tangible 
property  of  railroad,  bridge,  and  ferry  companies  and  of  all  prop- 
erty of  other  corporations  is  made  by  the  coimty  assessor  subject 
to  change  by  the  coimty  board  of  equalization.  Municipal  asses- 
sors assess  taxes  in  incorporated  cities  for  municipal  purposes.  ^ 

A  board  known  as  the  "Automatic  Tax  Board,"  consisting  of 
the  governor,  comptroller  of  public  accounts,  and  the  state  treas- 
urer, annually  determines  the  state  rate  to  be  applied  to  the  gen- 
eral property  assessments  throughout  the  State  for  state  and 

^  Rev.  Stats. »  arts.  7407,  7410,  7414,  7419. 
^  Ibid.,  art.  941. 
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public  free  school  purposes.^  The  state  fund  rate  is  calculated  in 
accordance  with  the  appropriations  of  the  legislature  and  other 
amounts  due  by  the  State,  and  the  rate  for  schools  is  so  calculated 
as  to  yield  a  specified  sum  per  child  within  the  school  age,  for  ex- 
ample, $7.85  for  the  year  191 4. 

The  state  revenue  agent  appointed  by  the  governor  investigates 
books  and  accounts  of  the  assessing  and  collecting  officers  of  the 
State  and  makes  such  other  investigations  in  the  interest  of  the 
public  revenue  as  the  governor  may  direct,  ^ 

The  general  property  tax  for  state  and  county  purposes  is 
collected  by  county  collectors  of  taxes,  except  in  small  counties 
where  they  are  collected  by  sherifiFs.  Municipal  taxes  are  collected 
by  local  officials.  The  graduated  capital-stock  tax  is  collected  by 
the  secretary  of  state.  The  state  gross-receipts  taxes  are  collected 
by  the  state  treastirer.  The  state  privilege  taxes  are  collected 
quarterly  in  some  cases  and  annually  in  others  by  coimty  collectors 
of  taxes.  ^ 

n.  DETAILS  AS  TO  THE  CONSTITUTION  AND  STATUTES. 

Constitution.^ 

*' Taxation  shall  be  equal  and  uniform."*  All  property  in  this 
State  shall  be  taxed  in  proportion  to  its  value,  ascertained  as  pro- 
vided by  law.     The  legislature  may  impose  occupation  taxes.     It 

«  Rev.  Stats.,  art.  7349. 
^  Ibid.,  arts.  7366  and  7392. 
c  Ibid.,  arts.  7361,  7362. 
Sources  of  revenue  in  Texas: 

Municipal  and  local  districts. — (a)  General  property  tax;  (6)  occupation  and  poll 
taxes. 

■ 

County. — (a)  General  property  tax;  (6)  occupation  and  poll  taxes. 

State. — (a)  General  property,  occupation,  inheritance,  and  poll  taxes;  (6)  cor- 
poration, charter  fees,  annual  franchise  taxes;  (c)  miscellaneous  sales,  fees,  fines, 
and  forfeitures. 

^  Except  as  otherwise  indicated,  references  are  to  the  constitution  of  the  State,  as 
contained  in  *'  The  Revised  Civil  Statutes  of  the  State  of  Texas,*'  191 1. 

«  This  provision  should  not  be  construed  as  requiring  the  same  method  of  ascertain- 
ing the  value  of  property  for  tlie  purpose  of  taxation,  and  the  assessment  of  the  intangi- 
ble assets  of  certain  classes  of  public  service  corporations  by  a  state  board,  while 
other  public  service  corporations  are  not  assessed  by  the  board,  does  not  contravene 
this  position.     M.  K.  &  T.  Ry.  Co.  v.  Shannon,  100  Tex.,  379  (1907). 

The  facts  certified  showed  that  for  years  property  in  a  certain  county  had  been 
assessed  by  the  local  officers  at  two-thirds  of  its  real  value;  as  the  intangible  assets  of 
a  railroad  company  had  been  assessed  by  a  state  board  and  placed  on  the  rolls  at  100 
cents  on  the  dollar,  the  supreme  court  ordered  a  reduction  in  the  latter  assessment  of 
one-third  thereof.    Lively  v.  M.  K.  &  T.  Ry.  Co.  of  Texas,  102  Tex.,  545  (1909). 

Bank  stock  assessment  in  a  county  reduced  for  the  same  reason.  Porter  v.  Langley, 
155  S.  W.  Rep.  (Civ.  App.),  1042  (1913). 
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may  also  tax  incomes,  except  that  persons  engaged  in  mechanical 
and  agricultural  pursuits  shall  never  be  required  to  pay  an  occu- 
tion  tax;  provided,  that  the  occupation  tax  levied  by  any  county, 
city,  or  town  shall  not  exceed  one-half  of  the  tax  levied  by  the 
State." 

All  occupation  taxes  shall  be  equal  and  tmiform  upon  the  same 
class  of  subjects  within  the  limits  of  the  authority  levying  the 
tax;  ^  but  the  legislature  may  by  general  laws  exempt  certain 
property  for  public,  religious,  educational,  and  charitable  pur- 
poses. All  laws  exempting  any  other  property  from  taxation  are 
void.*^ 

Farm  products  in  the  hands  of  the  producer  and  family  supplies 
for  home  and  farm  use  are  exempt  from  all  taxation  until  other- 
wise directed  by  the  legislature.^  Each  family  is  exempted  on 
$250  worth  of  household  fiuiiiture.* 

All  property,  whether  owned  by  persons  or  corpk)rations,  shall 
be  assessed  for  taxation  and  the  taxes  shall  be  paid  in  the  county 
where  situated,  but  the  legislature  may  authorize  the  pajrment  of 
taxes  of  nonresidents  of  coimties  to  be  made  at  the  office  of  the 
comptroller  of  public  accounts.* 

Taxes  shall  be  levied  and  collected  by  general  laws  and  for  public 
purposes  only.^ 

The  legislature  shall  not  pass  any  local  or  special  law  exempting 
property  from  taxation.^ 

The  power  to  tax  corporations  and  corporate  property  shall 
not  be  surrendered  or  suspended.* 

All  property  of  railroad  companies  shall  be  assessed  and  the 
taxes  shall  be  collected  in  the  several  counties  in  which  said  prop- 

«  Constitution.  Art.  VIII,  sec.  i. 

&  A  law  which  imposed  a  mileage  tax  on  those  owning  or  running  on  railroads  in 
the  State  palace  cars  not  the  property  of  the  railroad  on  which  operated,  was  declared 
unconstitutional.  It  was  a  tax  on  a  named  business  done  on  property  belonging  to 
others.  The  piu'suit  of  the  business  constituted  the  occupation  ta^  ed.  A  railway 
company  using  on  its  own  road,  its  own  or  the  cars  of  others,  was  not  liable.  •'*The 
fact  that  a  railway  company  owns  the  railway  over  which  it  runs  its  o^^ti,  or  the  cars 
of  some  other  person,  can  not  affect  the  question  of  classification;  for  such  ownership 
is  not  one  of  the  elements  on  which  others  are  placed  within  the  class. ' '  The  Pullman 
P.  C.  Co.  V.  The  State  of  Texas,  64  Tex.,  274  (1885). 

c  Constitution,  Art.  VIII,  sec.  2,  as  amended  1906. 

^  Ibid.,  sec.  19,  as  adopted  1879. 

«  Ibid.,  sec.  11. 

/Ibid.,  sec.  3. 

ff  Ibid.,  Art.  Ill,  sec.  56. 

h  Ibid.,  Art.  VIII,  sec.  4. 
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erty  is  situated,  including  so  much  of  the  roadbed  and  fixtures  as 
shall  be  in  each  county.  The  rolling  stock  (considered  personal 
property**)  may  be  assessed  in  gross  in  the  county  where  the 
principal  office  of  the  company  is  located,  and  the  county  tax 
paid  upon  it  shall  be  apportioned  by  the  comptroller  among  the 
several  counties  through  which  the  road  passes,  in  proportion  to 
the  distance  such  road  may  run  through  any  such  county,  as  a 
part  of  their  tax  assets.  ^ 

All  property  of  railroad  companies,  of  whatever  description, 
lying  or  being  within  the  limits  of  any  city  or  incorporated  town 
within  this  State,  shall  bear  its  proportionate  share  of  municipal 
taxation.*^ 

The  State  taxes  for  the  general  fund  and  for  free  public  schools 
are  limited  to  35  and  20  cents,  respectively,  on  each  $100  valua- 
tion.^ The  rate  for  county,  city,  or  town  taxes  is  also  limited.* 
One-fourth  of  the  revenue  from  the  State  occupation  taxes  is  for 
the  benefit  of  the  free  public  schools.  ^ 

The  legislature  shall  have  no  power  to  release  the  inhabitants 
of,  or  property  in,  any  coimty,  city,  or  town,  from  the  payment 
of  taxes  levied  for  state  or  county  purposes,  unless  in  the  case 
of  great  pubUc  calamity. ^^ 

The  legislature  shall  provide  for  equalizing,  as  near  as  may  be, 
the  valuation  of  all  property  subject  to  taxation  (the  county  com- 
missioners* court  to  constitute  a  board  of  equalization)  and  may 
also  provide  for  the  classification  of  all  lands  with  reference  to 
their  value  in  the  several  coimties.* 

The  specification  of  the  objects  and  subjects  of  taxation  shall 
not  deprive  the  legislature  of  the  power  to  require  other  subjects 
or  objects  to  be  taxed  in  such  manner  as  may  be  consistent  with 
the  principles  of  taxation  fixed  in  this  constitution.* 

The  State  of  Texas  hereby  releases  to  the  owner  or  owners  of 
the  soil  all  mines  and  minerals  that  may  be  on  the  same,  subject 
to  taxation  as  other  property.^ 

o  Constitution,  Art.  X,  sec.  4. 
6  Ibid.,  Art.  VIII,  sec.  8. 
clbid.,  Art.  VIII,  sec.  5. 

^  Ibid.,  Art.  VIII,  sec.  9,  as  amended  1906;  Art.  VII,  sec.  3,  as  amended  1909. 
«  Ibid.,  Art.  VII,  sec.  3,  as  amended  1909;  Art.  VIII,  sec.  9,  as  amended  1906; 
Art.  XI,  sees.  4  and  5,  as  amended  1909. 
/Ibid.,  Art.  VII,  sec.  3,  as  amended  1909. 
9  Ibid.,  Art.  VIII,  sec.  10. 
*  Ibid.,  Art.  VIII,  sec.  18. 
<  Ibid.,  Art.  VIII,  sec.  17. 
i  Ibid.,  Art.  XIV,  sec.  7. 
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Statutes.** 
General  Property  Tax. 

All  corporations  herein  treated,  domestic  and  foreign,  except  car 
companies,  pay  the  s;eneral  property  tax  locally  for  state  and  local 
purposes. 

All  property  is  required  to  be  valued  at  its  full  and  true  value 
in  money,  ^  namely,  the  fair  cash  market  value,  or  the  price  obtain- 
able at  private  sale  and  not  at  forced  sale.  ^  In  practice,  however, 
property  is  assessed  at  from  25  to  90  per  cent  of  full  value. ^ 

The  situs  of  all  property,  real  and  personal,  is  generally  fixed 
at  the  place  of  its  location,*  but  personal  property  temporarily 
removed  from  the  State  or  coimty  is  assessed  at  the  principal 
office  of  the  owner.  Steamboats  and  other  water  craft  are  assessed 
where  enrolled,  registered,  or  licensed,  or  where  kept  when  not 
enrolled,  registered,  or  licensed./ 

Taxable  personal  property  includes  goods,  chattels,  effects, 
moneys,  credits,  stock  in  corporations  out  of  the  State,  royalties, 

a  The  "Rev.  Stats."  herein  referred  to  are  "The  Revised  Civil  Statutes  of  the 
State  of  Texas,"  adopted  191 1. 

^  Rev.  Stats.,  art.  7530. 

« Ibid.,  art.  7506. 

^  Letter  of  state  tax  commissioner,  Nov.  28,  19 14. 

«  Rev.  stats.,  art.  7510. 

Notes  held  at  the  agency  in  the  State,  for  collection,  in  payment  of  merchandise 
sold  at  such  permanent  agency  for  a  nonresident  principal,  are  taxable  at  the  place 
where  the  agent  resides.  Jesse  French  Piano  &  Organ  Co.  •».  City  of  Dallas,'  61  S.  W. 
Rep.,  942  (1901). 

Purchase  money  notes,  the  property  of  a  nonresident,  secured  on  Texas  land  sold 
by  him,  were  left  with  his  local  agent  for  collection.  They  were  held  taxable,  the 
court  saying:  "The  notes  had  their  origin  in  Texas,  were  payable  in  Texas,  and 
were  secured  by  a  lien  on  land  in  this  State,  had  never  been  actually  in  the  posses- 
sion of  the  owner,  but  remained  continuously  in  Texas.  *  *  *  The  presence  of 
these  notes  in  Texas  is  the  'dominant  factor'  in  this  case."  Hall  v.  Miller,  102  Tex., 
289  (1909). 

Securities  of  a  domestic  insurance  company  domiciled  at  Houston,  which  were 
deposited  with  the  state  treasurer  at  Austin,  were  held  taxable  at  the  latter  place, 
thdugh  listed  at  Houston.  "  It  appears  to  us  that  the  real  basis  of  the  later  decisions 
is  that  notes  are  property,  and  therefore  taxable,  under  our  laws,  at  the  place  where 
they  are  situated.    Guarantee  Life  Ins.  Co.  of  Houston  v.  City  of  Austin,  165  S.  W. 

Rep.,  53  (1914). 

/  Rev.  Stats.,  art.  7514. 

Oil  steamers  plying  between  points  on  the  seaboard  may  not  be  taxable  by  the 
city  where  they  are  registered.  Since  imder  the  constitution  property  must  be 
taxed  where  actually  situated  or  located,  the  actual  situs  of  the  vessels  is  at  the  port 
where  they  receive  oil  for  shipment  and  are  stationed  when  not  in  use,  which  was 
also  in  the  case  under  consideration  the  port  nearest  to  the  place  of  business  of  the 
owner.  City  of  Galveston  v.  J.  M.  GufFey  Petroleum  Co.,  51  Tex.  Civ.  App.,  64a 
(1908).    Writ  of  error  refused  by  the  state  supreme  court. 
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franchises,  and  income  from  annuities."     Indebtedness  bearing 
interest  may  be  deducted  from  credits  bearing  interest.* 

Exempt  from  taxation  are  certain  public,  religious,  charitable, 
and  educational  property,  cemeteries  not  for  profit,  water  plants 
owned  by  mimicipalities,  pensions  from  the  United  States  or  from 
the  State,  household  furniture  not  exceeding  $250  in  value,  farm 
products  in  the  hands  of  the  producer,  and  family  supplies  for 
home  use.^ 

Graduated  Capital-Stock  Tax. 

A  graduated  annual  franchise  tax,  based  either  on  the  full 
amount  of  authorized  capital  stock,  or  on  issued  and  outstanding 
capital  stock  plus  surplus  and  imdivided  profits  when  the  total  of 
-these  three  items  exceeds  the  full  amount  of  authorized  capital 
stock,  is  in  addition  to  other  taxes  payable  to  the  State  for  state 
purposes  by  every  domestic  corporation  and  every  foreign  corpo- 
ration authorized  by  the  State  to  do  business  therein,  except 
transportation  companies  ^  subject  to  occupation  taxes  on  gross 
receipts,'  certain  financial  companies,  and  agriculttiral  fair  associa- 
tions.' The  rate  differs  between  foreign  and  domestic  corpora- 
tions, that  applying  to  foreign  corporations  being  slightly  higher 
than  that  applying  to  domestic  corporations.^ 

o  Rev.  Stats.,  art.  7505. 

^  Interview  with  state  tax  officials,  September,  1914. 

«  Rev.  Stats.,  art.  7507;  Constitution,  Art.  VIII,  sec.  19. 

<(  Sleeping,  palace,  and  dining  car  companies  pay  a  special  tax  based  on  capital 
stock.    (See  p.  309.) 

«Rev.  Stats.,  art.  7403. 

/  Rev.  Stats.,  arts.  7393-7405,  as  amended,  Laws  1911,  chap.  51,  and  Laws  1913, 
chap.  153. 

The  Western  Union  Telegraph  Co.,  a  foreign  corporation,  was  held  not  liable  to 
this  tax,  based  on  total  capital  stock,  on  the  authority  of  Western  Union  Tel.  Co.  v. 
Kansas,  216  U.  S.,  i.  Western  Union  Telegraph  Co.  v.  State  of  Texas,  103  Tex.,  306 
(1910). 

P  The  rate  for  domestic  corporations  is  50  cents  on  each  $1,000  or  fraction  thereof  up 
to  $1,000,000  of  authorized  capital  stock,  or  capital  stock  issued  and  outstanding  plus 
surplus  and  tmdivided  profits,  whichever  is  the  greater;  if  over  $1,000,000,  the  tax 
on  the  excess  is  25  cents  on  each  $1,000. 

The  rate  for  foreign  c6rporations  for  the  first  $100,000  of  authorized  capital  stock,  or 
issued  and  outstanding  capital  stock  plus  surplus  and  undivided  profits,  which  ever  is 
the  greater,  is  $1  on  each  $1,000  or  fraction  thereof.  If  the  same  exceeds  $100,000  and 
does  not  exceed  $1,000,000  the  rate  on  the  excess  is  $2  on  each  $5,000  or  fraction 
thereof.  If  the  same  exceeds  $1,000,000  and  does  not  exceed  $10,000,000  the  rate  on 
the  excess  is  $2  on  each  $20,000  or  fraction  thereof.  The  rate  on  the  excess  over 
$10,000,000  is  $2  on  each  $50,000.     Letter  of  State  Tax  Commissioner,  Nov.  28,  19 14. 

The  minimum  fee  for  domestic  corporations  is  $10,  and  for  foreign  corporations  $25. 

A  foreign  manufacturing  corporation,  which  merely  places  its  products  in  the  hands 
of  local  merchants  to  be  sold  on  commission,  is  engaged  in  interstate  conunerce  and 
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Gross-Receipts  Taxes  and  Privilege  Taxes. 

Occupation  taxes  payable  to  the  State  for  state  purposes  are 
assessed  on  a  great  variety  of  corporations.  Besides  street  rail- 
way, terminal,  telegraph,  telephone,  express,  car,  oil-well,  pipe- 
line, light,  and  water  companies,  gross-receipts  occupation  taxes 
are  assessed  on  certain  classes  of  merchants  and  commercial  agen- 
cies, and  privilege  taxes  on  theaters,  cotton  brokers,  commission 
merchants,  credit  associations,  ball  parks,  and  other  specified  busi- 
nesses. Occupation  taxes  based  on  gross  receipts  of  the  classes  of 
corporations  mentioned  herein  may  not  be  levied  for  local  pur- 
poses.? Privilege  taxes  of  specific  amotmts  may,  however,  be 
levied  also  by  counties  and  by  cities  and  towns,  but  only  at  one- 
half  the  amoimts,  respectively,  levied  for  state  purposes.* 

need  not  secure  a  permit  to  do  btisiness  in  the  State.  Allen  v.  T3rson- Jones  Buggy 
Co.,  91  Tex.,  22  (1897).  Lasater  v.  Purtell  Mill  &  Elevator  Co.,  22  Tex.  Civ.  App.,  33 
(1899). 

Similarly,  one  shipping  its  manufactured  goods  into  the  State,  whether  sold  before 
or  after  arrival  in  the  State.    Miller  v,  Goodman,  91  Tex.,  41  (1897). 

Where  goods  are  shipped  into  a  State  not  the  residence  of  the  owner,  and  there  held 
in  stock  and  offered  for  sale  in  open  market  by  his  agent,  the  business  of  selling  them 
is  not  interstate  commerce.  Bamhard  Bros.  &  Spindler  v.  Morrison,  87  S.W.  Rep., 
376  (Civ.  App.  1905). 

"We  do  not  think  that  because  a  permit  was  granted  to  appellant  imder  a  former 
law  the  State  would  be  thereby  precluded  from  passing  any  further  franchise  tax  upon 
the  same  subject. "  This  is  a  license  or  privilege  tax  and  not  a  property  tax,  and  the 
State  has  authority  to  impose  the  same.  The  court  thought  the  tax  could  not  be 
assailed  upon  the  grotmd  that  a  less  tax  was  imposed  upon  domestic  corporations; 
the  effect  "being  simply  to  classify  corporations  and  impose  a  like  tax  upon  all 
within  the  same  class.  **    Gaar,  Scott  &  Co.  v.  Shannon,  52  Tex.  Civ.  App.,  634  (1909). 

Application  by  the  Atlas  Powder  Co.,  a  foreign  corporation,  to  compel  the  secretary 
of  state  to  issue  a  permit  to  it  to  transact  business  within  the  State,  though  it  refused 
to  pay  the  franchise  tax,  was  declined  by  the  state  supreme  court,  thus  sustaining 
the  attorney  general  that  the  franchise  tax  law  was  not  in  violation  of  the  U.  S.  Con- 
stitution and  was  applicable  to  intrastate  business  of  foreign  corporations.  Report 
of  Att'y  Gen'l,  19 12-14,  p.  24. 

A  preliminary  injunction  was  granted  a  foreign  corporation  restraining  the  collec- 
tion of  this  tax.  ''An  imposition  which  is  based,  whether  in  whole  or  in  substantial 
part,  on  the  value  of  property  outside  of  the  State,  or  on  interstate  or  foreign  com- 
merce engaged  in,  so  that  the  amount  of  it  grows  in  exact  proportion  to  the  growth  of 
such  property  or  commerce,  is  a  burden  on  such  property  or  commerce."  Crane  Co. 
V.  Looney,  218  Fed.  Rep.,  260  (1914). 

oRev.  Stats.,  art.  7390. 

&  Ibid.,  art.  7357. 

When  the  legislature  has  declared  that  a  named  occupation  shall  be  taxed,  for  the 
benefit  of  the  State,  and  has  fixed  the  amoimt  of  the  tax,  then,  and  not  before,  has 
a  county,  city,  or  town  the  power  to  tax  that  occupation.  Hoefling  v,  San  Antonio, 
85  Tex.,  228  (1892). 
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Steam  Railroad^  Bridge^  and  Ferry  Companies. 

Railroad,  bridge,  and  ferry  companies,  domestic  and  foreign, 
pay  the  general  property  tax  locally  for  state  and  local  purposes 
on  all  property,  including  intangible  values.  In  addition,  these 
classes  of  companies,  tmless  operating  under  Federal  charter,a 
pay  the  graduated  capital-stock  tax  to  the  State  for  state  pur- 
poses. 

Intangible  property  is  assessed  by  the  State  Tax  Board  and  the 
method  of  determining  its  value  may  be  described  in  a  general 
way  as  follows:  First,  by  obtaining  the  aggregate  value  of  the 
entire  system,  and  then  deducting  therefrom  the  value  of  such 
real  and  personal  property  as  is  not  used  in  the  railroad  business. 
The  portion  of  the  remainder  representing  the  taxable  value  of 
railroad  property  in  Texas  is  then  determined  on  the  main-track 
mileage  basis,*  and  from  this  portion  is  deducted  the  value  of 
tangible  property  as  determined  by  the  state  board.  ^  The 
remainder,  if  any,  is  the  value  of  the  intangible  property,  which 
is  distributed  on  a  main-track  mileage  basis  to  the  various  counties 
wherein  the  roads  are  operated.  <*    The  valuation  of  the  tangible 

^  The  capital-stock  tax  is  not  collected  from  the  Texas  &  Pacific  Railway  Co., 
because  it  derives  its  right  to  carry  on  business  in  Texas  from  a  franchise  granted  by 
the  Federal  Government.     Interview  with  state  tax  officials,  September,  19x4. 

See  also  State  of  Texas  v.  Texas  &  Pacific  Railway  Co.,  100  Tex.,  279  (1907). 

^  Interview  with  state  tax  officials,  September,  19 14. 

<i  Rev.  Stats.,  art.  7420. 

d  In  the  original  law  of  1905  only  the  assessed  value  was  to  be  deducted.  This 
was  considered  improper  and  unjust  to  the  company,  as  the  assessed  value  was  con- 
fessedly only  about  50  per  cent  of  the  actual  value,  and  to  deduct  such  assessed  value 
had  the  effect  of  double  taxation  on  the  remaining  50  per  cent,  the  same  having 
already  been  passed  upon  by  the  local  boards  of  equalization.  First  Annual  Report 
of  the  Tax  Commissioner,  1906,  p.  6. 

The  county  boards  of  equalization  are  without  authority  to  reduce  the  amount 
of  intangible  assessment  thus  apportioned.     Rev.  Stats.,  art.  7422. 

The  action  of  the  county  board  of  equalization  in  placing  the  tangible  property 
of  railroads  on  the  tax  rolls  at  50  per  cent  of  full  and  fair  market  value,  by  reason  of 
the  fact  that  the  intangible  assets  of  the  railroads  (valued  by  the  state  tax  board)  had 
been  placed  thereon  at  full  and  fair  market  value,  was  approved  by  the  court,  in 
view  of  the  fact  that  all  other  property  in  the  county,  except  money,  had  been  placed 
on  the  rolls  at  75  per  cent  of  full  and  fair  market  value.  M.  K.  &  T.  Ry.  Co.  of  Texas 
V,  Hassell,  57  Tex.  Civ.  App.,  522  (1909). 

Where  the  property  of  individuals  in  a  county  was  assessed  at  50  per  cent  of 
its  real  value  in  accordance  with  a  deliberately  adopted  plan,  it  was  held  that  an 
assessment  of  intangible  property  of  a  railroad  situated  in  said  county  by  a  state 
board  at  full  value  violated  sec.  i.  Art.  VIII,  of  the  constitution,  requiring  equality 
and  uniformity;  and  the  tax  officers  were  prevented  from  collecting  on  an  assessment 
of  more  than  50  per  cent  of  the  valuation  of  such  property.  M.  K.  &  T.  Ry.  Co.  of 
Texas  v.  Kone,  122  S.  W.  Rep.,  424  (Civ.  App.,  1909).  Also  see  Lively  v,  M.  K.  8c 
T.  Ry.  Co.  of  Tex.,  loa  Tex.,  545  (1909). 
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property  determined  by  the  state  board  does  not  necessarily 
agree  with  the  valuation  upon  which  the  raibroad  is  taxed,  as  all 
tangible  property  of  railroads,  except  rolling  stock,  is  independ- 
ently assessed  by  the  coimty  assessor  of  each  county  through 
which  the  road  passes.* 

Rolling  stock  is  listed  with  the  county  assessor  of  the  coimty 
wherein  the  principal  office  of  the  railroad  is  located.  The  assess- 
ment of  rolling  stock  after  equalization  by  the  county  board  is 
certified  to  the  comptroller  of  public  accoimts  and  by  him  dis- 
tributed on  a  main-track  mileage  basis  to  the  cotmties  in  which 
the  roads  are  operated,  * 

Distribution  of  the  taxable  value  of  the  intangible  property  of 
bridge  and  ferry  companies  is  based  on  the  percentage  of  business 
done  in  each  county,*  and  the  value  so  distributed,  like  intangible 
values  and  rolling  stock,  is  there  taxed  for  county  and  state  pur- 
poses at  the  same  rate  as  locally  assessed  property.^ 

As  in  many  other  States,  no  one  rule  for  determining  values  has 
been  found  applicable  to  all  railroads  in  Texas,  but  the  following 
abstract  from  a  letter  by  the  tax  commissioner  gives  the  principal 
elements  considered  by  the  state  board  when  engaged  in  determin- 
ing the  intangible  values  of  railroad  companies : ' 

"The  board  has  foimd  it  impracticable  and  in  most  instances 
impossible  to  ascertain  the  market  value  of  the  capital  stock  and 
bonds  of  the  railroad  companies,  by  reason  of  the  fact  that  in  the 
case  of  the  majority  of  the  companies,  the  stock  and  bonds  are 
not  on  the  market  in  sufficient  quantities  for  either  the  selling  or 
asking  price  for  same  to  furnish  any  reliable  evidence  of  their  value. 
Being  unable  to  ascertain  the  market  value  of  a  railroad's  securi- 
ties, we  attempt  to  ascertain  its  true  value,  and  in  doing  so  the 
board  makes  a  study  of  the  history  of  the  road,  and  among  other 
things  collects  and  considers  the  facts  relating  to  the  revenue- 
producing  ability  of  the  road.  I  will  attach  hereto  and  mark 
'  Exhibit  A '  two  pages  taken  at  random  from  my  '  work  sheets ' 
showing  some  of  the  data  gathered  and  coixsidered  in  the  valuation 
of  one  road.^     Like  data  were  also  compiled  concerning  all  the 

«»  Rev.  Stats.,  art.  7569. 

^  Rev.  Stats.,  art.  7525. 

The  tax  on  rolling  stock  can  not  be  levied  and  collected  by  subdivisions  of  coun- 
ties.   Biennial  report  of  attorney  general,  1912-14,  p.  632. 

<^  Rev.  Stats.,  art.  7420. 

^  Ibid.,  art.  7422. 

<  Letter  to  Commissioner  of  Corporations,  Oct.  16,  19 14. 

/  The  work  sheets  referred  to  contain  complete  data,  covering  capitalization,  indebt- 
edness, earnings,  dividends,  interest,  operating  expenses,  maintenance,  expendittu'es, 
taxes  paid,  etc. 
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roads,  except  that  in  the  case  of  a  new  road  we  cotdd  not  go  so 
far  back  in  figuring  on  its  productive  capacity. 

"In  addition  to  the  above  data,  this  office  compiles  detailed 
information  for  the  use  of  the  state  tax  board,  sho^^ing  the  com- 
parative receipts,  operating  expenses,  taxes,  etc.,  as  paid  by  the 
various  roads.  *  *  *  Then  having  all  the  above  data  and 
other  information  before  it,  all  of  which  is  taken  into  consideration, 
the  board  determines  the  true  value  of  the  company  under  con- 
sideration. When  it  is  determined,  after  considering  all  the 
evidence  before  the  board  tending  to  show  the  true  value  of  the 
company  under  consideration,  that  its  true  value  can  be  equitably 
ascertained  by  capitalizing  its  net  income  (after  the  deduction  of 
operating  expenses,  hire  of  equipment,  rentals,  and  taxes,  but  not 
interest  paid  on  bonds,  etc.,  or  expenditures  for  additions  and 
betterments),  then  such  income  is  capitalized  at  6  or  7  per  cent 
according  to  the  size  and  stability  of  the  road  in  question. 

"Capitalizing  the  net  income  of  a  road  is  not  the  only  way 
pursued  by  the  board.  In  some  instances  where  a  *  road '  is  only 
a  part  of  a  system  and  the  '  parent  line '  from  an  investigation  of 
all  the  records  (tariffs,  etc.)  is  not  getting  its  fair  proportion  of 
the  earnings,  we  make  allowance  for  such  fact  in  figuring  on  the 
earnings,  etc. ,  of  such  roads. 

"  When  the  market  value  of  a  road's  bonds  can  be  pretty  clearly 
ascertained,  then  we  deduct  from  the  net  income  the  interest  paid 
on  the  bonds,  and  if  it  appears  equitable  to  do  so,  we  capitalize 
the  remainder  thereof  at  6  or  7  per  cent,  to  get  the  value  of  the 
stock,  and  to  the  value  of  the  same  add  the  value  of  the  bonds  to 
obtain  the  true  value  of  the  road. 

"  In  ascertaining  the  physical  value,  we  rely  largely  upon  the 
railroad  commission's  (Texas)  value  of  same,  but  not  exclusively 
so,  and  of  course  the  intangible  is  found  by  subtracting  the  physical 
value  from  the  true  value. 

"  I  know  this  does  not  give  a  clear  idea  of  how  the  board  values 
railroads,  but  nothing  short  of  a  verbatim  report  of  our  proceedings 
would  answer  the  question,  and  then  no  method  would  be  dis- 
closed; '  each  tub  stands  on  its  own  bottom. ' " 

For  the  purpose  of  the  intangible  assessment,  these  companies 
make  reports  to  the  state  tax  commissioner  showing  total  gross 
receipts  from  business  within  the  State  and  a  due  proportion  of  its 
interstate  business,  amount,  market,  and  actual  value  of  capital 
stock,  amount  of  capital  employed  within  the  State,  assessed 
value  and  true  value  of  tangible  property  in  each  county  of  the 
State,  assessed  and  true  value  of  tangible  property  outside  the 
State  not  used  in  its  business,  bonded  indebtedness,  total  mileage, 
and  mileage  within  the  State  by  counties.^    They  are  also  re- 

O'  Rev.  Stats.,  arts.  7415,  7416. 
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qiiired  to  report  to  each  county  assessor  particulars  with  respect 
to  their  property  in  the  county,  as  follows:  (a)  Length  of  railroad 
and  value  per  mile,  including  right  of  way,  roadbed,  superstruc- 
tiu-es,  depots  and  grounds,  shops,  and  fixtures  of  every  kind;  (6) 
all  other  real  estate  owned  by  the  company;  (c)  all  personal 
property  except  rolling  stock,  credits  and  franchises."  The  county 
assessor  may  approve  the  valuations  so  reported  or  raise  them,* 
but  in  either  case  they  are  subject  to  change  by  the  county  board 
of  equalization.*^  The  value  of  rolling  stock  is  reported  to  the 
assessor  of  the  county  in  which  the  principal  office  of  the  com- 
pany is  situated.  Leased  rolling  stock  not  returned  by  the  lessee, 
is  assessed  to  the  owner,  if  a  resident,  otherwise  to  the  railroad 
company  using  it.** 

Terminal  Companies* 

Companies  doing  exclusively  a  railroad  terminal  business,  pay 
the  general  property  tax  locally  for  state  and  local  purposes.  In 
addition  they  pay  to  the  State  for  state  purposes  i  per  cent  on 
total  gross  receipts.  ^ 

The  property  of  these  companies,  including  franchises  and 
credits,  is  assessed  locally  for  general  property  taxation. 

Street  and  Electric  Railway  Companies. 

Interurban,  electric,  trolley,  and  traction  companies  pay  the 
general  property  tax  locally  for  state  and  local  purposes.  In 
addition,  they  pay  locally  for  state  purposes  a  tax  of  $2  per  mile 
of  track  owned ,'  and  to  the  State  for  state  purposes,  either  the 
gross-receipts  tax  or  the  graduated  capital-stock  tax. 

All  property  of  these  companies,  including  credits,  is  subject 
to  the  general  property  tax  assessed  by  county  assessors  for  state 

o  Rev.  Stats.,  art.  7524.    Interview  with  state  tax  officials,  September,  1914. 

b  Ibid.,  art.  7569. 

c  Ibid.,  art.  7570. 

<*  Ibid.,  art.  7525. 

«  Rev.  Stats.,  art.  7384.    See  Report  of  Attorney  General,  1906-1908,  p.  703. 

This  gross  receipts  tax  was  not  intended  as  a  direct  tax  upon  gross  receipts  but  as 
an  occupation  tax,  or  a  tax  levied  for  the  privilege  of  exercising  a  particular  occupa- 
tion, and  the  statute  does  not  violate  any  provision  of  the  Federal  Constitution. 
Judgment  was  rendered  for  the  State  based  upon  receipts  from  both  its  interstate  and 
domestic  business.  State  v.  Houston  Belt'&  Terminal  Railway  Co.,  166  S.  W.  Rep., 
83  (Civ.  App.,  1914). 

/  Rev.  Stats.,  art.  7355,  sec.  34. 
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and  county  purposes,  and  by  municipalities  for  municipal  pur- 
poses.    Some  municipalities  assess  franchises  separately.** 

The  state  gross-receipts  tax  is  imposed  at  the  rate  of  one-half  of 
I  per  cent  on  companies  of  these  classes  operating  in  cities  of  10,000 
and  less  than  20,000  inhabitants ;  and  at  the  rate  of  three-fourths 
of  I  per  cent  when  operating  in  any  city  of  more  than  20,000  in- 
habitants. ^ 

Each  company  of  the  above  ciasses  is  required  to  report  the 
amotmt  of  its  quarterly  gross  receipts  to  the  comptroller  of  public 
accoimts.  Companies  of  these  classes  operating  wholly  within 
cities  of  less  than  10,000  inhabitants  are  not  subject  to  the  tax  on 
gross  receipts  but  pay  the  graduated  capital-stock  tax. 

Telegraphy  Telephone,  and  Express  Companies. 

Telegraph,  telephone,  and  express  companies,  foreign  and 
domestic,  pay  the  general  property  tax  locally  for  state  and  local 
purposes.  In  addition  they  pay  the  gross-receipts  tax  to  the  State 
for  state  purposes,  and  telegraph  and  telephone  companies  pay  also 
the  graduated  capital-stock  tax.  ^ 

The  property  of  these  classes  of  companies  is  assessed  in  the 
same  manner  as  the  property  of  individuals.  For  state  and  coimty 
general  property  taxation  assessments  are  made  by  coimty 
assessors,  and  for  municipal  taxation,  which  includes  the  assess- 
ment of  franchises  of  telegraph  and  telephone  companies,  by 
municipal  assessors.* 

^  Interview  with  state  and  municipal  tax  officials,  September,  1914. 

Under  its  charter  "  to  levy  and  collect  the  ordinary  municipal  taxes  upon  the  nxid- 
bed,  rights,  franchises,  and  all  other  property  of  street  railroads,"  the  city  of  Dallas 
has  power  to  tax  the  franchises  of  a  street  railway  company,  whether  as  a  part  of  its 
tangible  property,  or  separately,  and  such  charter  does  not  require  the  assessment  to 
conform  to  the  law  for  assessing  state  taxes.  City  of  Dallas  v.  Dallas  Consolidated 
Electric  Street  Ry.,  95  Tex.,  a68  (1902). 

&  Rev.  Stats.,  art.  7378. 

The  tax  imposed  by  this  article  is  in  addition  to  the  tax  of  $2  per  mile  on  each  mile 
of  track  owned  by  a  street  railway  compaay  in  the  State  as  above  given.  Dallas 
Consol.  Elec.  St.  Ry.  Co.  v.  State,  10a  Tex.,  570  (1909). 

Interurban,  trolley,  traction,  and  electric  street  railway  companies  subject  to  gross- 
receipts  taxes  are  not  subject  to  the  capital-stock  tax.  See  Report  and  Opinions  of 
the  Attorney  General  of  the  State  of  Texas  for  the  years  1906-1908,  pp.  659,  702,  703. 

<:  An  action  to  collect  this  tax  from  a  foreign  telegraph  company  resulted  in  a  judg- 
ment for  the  company,  on  the  authority  of  Western  Union  Telegraph  Co.  v,  Kansas, 
216  U.  S.  I.    Western  Union  Telegraph  Co.  v.  State  of  Texas,  103  Tex.,  306  (1910;. 

The  Western  Union  Telegraph  Co.  does  not  pay  the  capital  stock  tax.  Interview 
with  state  tax  officials,  September,  1914. 
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The  rates  of  the  gross-receipts  tax  applicable  to  these  classes  of 
companies  are  as  follows :  Telegraph  companies  (including  wireless 
companies),  2^  per  cent;**  telephone  companies,  i}i  per  cent;* 
and  express  companies,  2}/i  per  cent.  ^  These  taxes  are  paid  quar- 
terly by  telegraph  and  telephone  companies  and  annually  by 
express  companies.  The  amount  payable  is  determined  from 
reports  by  the  companies  to  the  comptroller  of  public  accounts. 

Car  Companies. 

Sleeping,  palace,  dining,  or  freight  car  companies  do  not  pay 
the  general  property  tax. 

Sleeping,  palace,  and  dining  car  companies,  domestic  and  for- 
eign, pay  quarterly  to  the  State  for  state  purposes  the  gross- 
receipts  tax  at  the  rate  of  5  per  cent  on  receipts  from  all  soiu-ces 
in  the  State  except  from  buffet  service.^  This  is  in  lieu  of  all  other 
taxes  except  a  tax,  paid  to  the  State  for  state  purposes,  of  25  cents 
on  each  $100  of  capital  stock  employed  in  Texas.  The  amotmt  of 
the  capital  stock  employed  in  Texas  is  determined  by  first  deduct- 
ing from  the  total  capital  stock  the  amount  invested  in  real  estate, 
manufactiuing  plants,  materials,  and  properties  other  than  cars 
and  equipment,  and  then  taking  such  a  proportion  of  the  remain- 
der as  the  number  of  miles  of  track  over  which  the  cars  of  the 
company  are  run  in  the  State  bears  to  the  whole  number  of  miles 
of  track  over  which  such  cars  are  run.' 

Foreign  freight-car  companies  pay  quarterly  to  the  State  for 
state  purposes  the  gross-receipts  tax  levied  at  the  rate  of  3  per 
cent  on  receipts  from  business  done  within  the  State,  f 

Assessment  of  these  taxes  is  based  on  reports  by  the  companies 
to  the  comptroller  of  public  accoimts. 

O'  Rev.  Stats.,  art.  7370.     Interview  with  state  tax  officials,  September,  1914. 

^  Rev.  Stats.,  art.  7382.  The  tax  for  the  first  quarter  of  engaging  in  such  business 
is  $50.    Rev.  Stats.,  art.  7385. 

c  Rev.  Stats.,  art.  7369. 

^  Rev.  Stats.,  art.  7375. 

An  act  of  1881  which  levied  an  annual  tax  on  those  owning  or  running  palace, 
sleeping,  or  dining  cars  not  owned  by  the  railroad  company,  on  any  railroad  in  the  State, 
of  %2  per  mile  of  railroads  in  the  State  over  which  such  cars  might  run,  was  held 
not  equal  and  uniform,  as  required  by  the  constitution,  because  railway  companies 
were  exempted,  whether  using  their  own  or  the  cars  of  others  on  their  own  tracks. 
Pullman  P.  C.  Co.  v.  The  State  of  Texas,  64  Tex.,  274  (1885). 

«  Rev.  Stats.  (1895),  art.  5243g.     Interview  with  state  tax  officials,  September,  1914. 

/Rev.  Stats.,  art.  7373. 
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Oil-Well  and  Pipe-Line  Companies. 

Oil-well  and  pipe-line  companies,  domestic  and  foreign,  pay  the 
general  property  tax  locally  for  state  and  local  ptirposes.  In 
addition  oil-well  companies  pay  to  the  State  for  state  purposes 
one-half  of  i  per  cent  of  the  market  value  of  all  oil  produced,"  and 
pipe-line  companies  2  per  cent  on  their  gross  receipts.  If  the 
pipe  Une  extends  beyond  the  Umits  of  the  State  the  amotmt  of 
receipts  taxable  in  Texas  is  that  proportion  of  the  aggregate 
receipts  which  the  length  within  the  State  bears  to  its  entire 
length.^  Both  classes  of  these  companies  pay  also  to  the  State 
for  state  purposes  the  graduated  capital  stock  tax. 

Light  and  Water  Companies* 

Gas,  electric  light,  and  water  companies,  foreign  and  domestic, 
pay  locally  the  general  property  tax  for  state  and  local  purposes. 
In  addition  they  pay  to  the  State  for  state  ptuposes  the  graduated 
capital-stock  tax,  a  tax  of  fixed  amotmt,  and  the  gross-receipts 
tax. 

The  general  property  tax  assessment  for  state  and  coimty  pur- 
poses is  by  coimty  assessors,  and  for  municipal  ptuposes  by  city 
officials.     Some  mtmicipalities  assess  franchises  separately.  ^ 

The  state  privilege  tax,  or  tax  of  fixed  amount,  in  towns  or 
cities  of  less  than  10,000  inhabitants  is  $20,  and  the  gross-receipts 
tax  does  not  apply;  but  in  towns  or  cities  of  more  than  10,000  and 
less  than  25,000  the  privilege  tax  is  $35  and  the  gross-receipts 
tax  is  applied  at  the  rate  of  one-fotuth  of  i  per  cent,  and  in  towns 
or  cities  of  over  25,000  inhabitants  the  privilege  tax  remains  the 
same,  while  the  rate  of  the  gross-receipts  tax  is  increased  to 
one-half  of  i  per  cent.'' 

«  Rev.  Stats.,  art.  7383. 

It  was  contended  that  this  provision  "violates  the  state  constitution,  as  to  rate  of 
taxation,  equality,  and  uniformity  of  the  tax.  *  *  *  This  contention  is  based 
upon  the  idea  that  the  tax  imposed  is  an  ad  valorem  tax.  In  our  opinion,  the  tax 
is  not  upon  the  gross  product  of  the  oil  wells  but  upon  the  occupation  of  owning  and 
controlling,  or  managing  oil  wells  producing  oil ;  and  the  amount  of  the  tax  is  measured 
by  a  percentage  of  the  market  value  of  the  gross  products.  *  *  *  All  that  is 
required  in  reference  to  equality  and  uniformity  is  that  the  taxes  imposed  be  equal 
and  tmiform  upon  the  same  class  of  subjects"  in  levying  occupation  taxes;  and  the 
section  operates  on  all  oil  producers  alike.  Producers'  Oil  Co.  v.  Stephens,  44  Tex. 
Gv.  App.,  327  (1907);  writ  of  error  denied  by  state  supreme  court. 

^  Rev.  Stats.,  art.  7374. 

c  Interview  with  state  and  mimicipal  tax  officials,  September,  19x4. 

d  Rev.  Stats.,  art.  7355,  sees.  25-27;  art.  7371. 
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Manufacturing^  Mercantile,  Mining,  and  Miscellaneous  Companies. 

Manufacturing,  mercantile,  mining,  and  miscellaneous  com- 
panies, domestic  and  foreign,  pay  locally  the  general  property 
tax  for  state  and  local  piuposes.  In  addition,  they  pay  the 
State  for  state  purposes  the  graduated  capital-stock  tax  and 
certain  of  them  pay  privilege  or  occupation  taxes. 

Property  listed  by  manufacturing  corporations  for  assessment 
piuposes  includes  materials,  manufactured  articles,  tools,  imple- 
ments and  machinery,  engines  and  boilers,  and  property  listed  by 
mercantile  corporations  includes  goods,  wares,  and  merchandise  on 
hand  January  i." 

Every  company  selling  law  books,  or  text-books  used  in  the 
public  schools,  and  maintaining  a  state  agency,  pays  quarterly  a 
state  tax  of  i  per  cent  on  the  gross  amount  received  from  such 
business  within  the  State.  ^ 

Wholesale  ice  dealers  pay  an  annual  state  tax  ranging  from 
$10  to  $50,^  graduated  according  to  the  population  of  the  city 
where  the  business  is  conducted. 

Wholesale  dealers  in  coal  oil,  naphtha,  benzine,  or  other  mineral 
oils  refined  from  petroleiun,  pay  quarterly  a  state  tax  of  2  per 
cent  on  all  sales  of  such  articles  made  within  the  State. '^ 

City  coimcils  have  power  to  license,  to  tax,  and  to  regulate  the 
business  of  merchants,  all  trades,  professions,  occupations,  and 
callings,  the  taxing  of  which  is  not  prohibited  by  the  constitution 

«  Rev.  Stats.,  arts.  7518,  7562. 

&  Ibid.,  art.  7381. 

c  Ibid.,  art.  7355,  sec.  32. 

A  domestic  corporation  manufacturing  ice  at  Waco  and  selling  the  same  at  whole- 
sale and  retail  in  the  county  was  held  not  subject  to  the  tax.  Egan  v.  State,  68  S.  W. 
Rep.,  273  (Tex.  Crim.,  1902). 

d  Rev.  Stats.,  art.  7377. 

"The  fact  that  the  amount  of  the  tax  is  to  be  determined  in  prescribed  methods 
from  the  value,  or  extent,  or  magnitude  of  the  businesses  done,  can  not  convert  it 
into  an  ad  valorem  tax  upon  the  property  of  the  persons  conducting  them."  Texas 
Company  v.  Stephens,  100  Tex.,  628  (1907). 

Wholesale  druggists  dealing  in  naphtha,  benzine,  and  other  mineral  oils  refined 
from  petroleum  are  subject  to  this  tax.  See  Report  and  Opinions  of  the  Attorney 
General  of  the  State  of  Texas  for  the  years  1906-1908,  pp.  687,  688. 

The  requirement  that  all  wholesale  dealers  in  specified  articles  shall  pay  an  occu- 
pation tax  without  exacting  a  similar  tax  on  wholesale  dealers  in  other  articles  can 
not,  on  the  face  oi  the  statute  or  by  reason  of  any  facts  within  the  judicial  knowledge 
of  the  court,  be  held  to  deprive  the  taxpayer  of  his  property  without  due  process  of 
law  or  to  deny  him  the  equal  protection  of  the  laws.  Southwestern  Oil  Co.  v.  Texas, 
217  U.  S.,  114,  127  (1910). 
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of  the  State,  provided  no  such  tax  is  construed  as  a  tax  on  prop- 
erty." 

Stockholders  and  Bondholders. 

Shares  of  capital  stock  of  corporations  which  are  required 
to  return  their  capital  and  property  for  taxation  are  not  taxed 
to  the  resident  holders.  ^  When  the  corporate  property  is  not 
assessed  in  the  State,  resident  stockholders  are  subject  to  general 
property  taxation  on  their  stock.  Corporate  bonds  are  taxable 
to  the  resident  owner.  ^ 

Foreign  Corporations. 

Foreign  and  domestic  corporations  are  taxed  in  like  manner 
under  the  general  property  tax.  There  is  no  diflFerence  in  the 
treatment  of  the  two  classes  in  the  imposition  of  the  gross-receipts 
or  privilege  taxes.  However,  they  are  taxed  at  slightly  different 
rates  for  the  graduated  capital-stock  tax,  and  the  foreign  corpo- 
rations subject  thereto,  that  is,  those  required  to  obtain  a  permit 
to  do  business  in  the  State,  are  taxable  on  the  full  amount  of  their 
authorized  capital  stock. 

m.  FINANCIAL  RESULTS. 

Classification  of  Revenue. 

The  proportion  of  total  staie  taxes  for  state  pmposes  derived 
from  corporations  for  191 2  was  26  per  cent. 

a  Rev.  Stats.,  art.  869;  also  see  arts.  928-930. 

An  annual  occupation  tax  of  $35  from  every  commercial  traveling  salesman,  etc.. 
by  sample  or  otherwise,  was  held  void  as  interfering  with  interstate  commerce  in  so 
far  as  it  a£Fected  a  salesman  of  the  house  of  another  State.  Asher  v.  Texas,  za8  U.  S., 
129  (1888).    Ex  parte  Stockton,  33  Fed.  Rep.,  95  (1887). 

An  occupation  tax  of  $500  on  every  person  selling  the  Kansas  City  Sunday  Sun 
or  like  publications,  in  each  cotmty  where  sold,  was  held  not  invalid  as  a  regulation 
of  interstate  commerce.    Preston  v,  Finley ,  72  Fed.  Rep.,  850  (1896). 

ft  Rev.  Stats.,  art.  7519. 

"  To  tax  the  shares  of  ^e  stockholder  in  a  corporation  when  all  the  property  which 
gives  value  to  such  shares  is  taxed  against  the  corporation,  would  be  in  effect  double 
taxation  of  the  same  thing. "    Gillespie  v.  Gaston  &  Thomas,  67  Tex.,  599  (1887). 

c  Rev.  Stats.,  arts.  7505,  7509,  7518,  7562. 
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Total  Stat^  Rscmpis,  Taxes  from  Corporations,  Othbr  Taxss,  and  Rscbipts 
FROM  SouRCSs  Othbr  than  Taxbs,  Ybar  Endbd  August  31,  i9i2.« 

Total  state  receipts,  all  sources $13, 599, 609. 69 

State  taxes  from  corporations: 

Steam  railroads,  general  property  tax,  including 

intangible  assets  ^ $1, 006, 659. 10 

Street  railroads,  general  property  tax  & 15, 783.  22 

Street    railroads,  occupation   and    gross-receipts 

taxes 50, 006.  53 

Steamboat  companies  ^ 6, 707. 89 

Terminal  companies,  gross-receipts  tax i,  621. 19 

Telegraph  and  telephone  companies,  general  prop- 
erty tax  ^ 26, 921.  23 

Telegraph  companies,  gross-receipts  tax 21, 477. 51 

Telephone  companies,  gross-receipts  tax 87, 745. 88 

Express  companies,  gross-receipts  tax 64, 09a  83 

Pullman  Co.,  special  tax 5, 122. 85 

Pullman  Co.,  gross-receipts  tax 38, 070. 20 

Private  car  companies,  gross-receipts  tax 2, 048. 87 

Pipe  line  companies,  gross-receipts  tax i,  398. 22 

Water,  gas,  and  light  companies,  occupation  and 

gross-receipts  taxes 33, 932. 08 

Banking  companies,  general  property  tax  ^ 222, 998. 94 

Banking  companies,  fees  and  inspections 60, 477.  50 

Insurance  companies,  fees  and  tax 409, 981. 73 

Wholesale  oil  dealers 23, 777. 28 

Other  corporations,  general  property  tax  ^ zo,  745. 96 

Capital-stock  tax 494, 397.  oz 

Incorporation  fees 183,  co8. 00 

Total  ascertainable  state  taxes  from  corporations 2, 766, 972. 01 

Other  taxes: 

General    property    tax «    (less    amount     above 

estimated  as  paid  by  corporations) 5, 962, 08a  90 

Poll  tax 844, 349. 66 

Oil  well  production  tax 20, 708. 05 

Gross-receipts  tax  on  certain  occupations 9»  3<<*  95 

Occupation  license  taxes z6o,  217. 46 

Liquor  tax 862, 03a  73 

Inheritance  tax 47, 579. 03 

Miscellaneous  taxes 26, 136.  z8 

Total  state  taxes  not  from  corporations 7, 932, 4Z3. 96 

Total  state  taxes  for  state  purposes,  all  sources 10, 699, 385.  97 

a  Aimual  Report  of  Comptroller  of  Public  Accounts,  19x2. 

&  Estimated  by  applying  the  state  rate  of  one-eighth  and  one-sixth  of  z  per  cent 
to  the  assessed  valuations,  as  found  in  Report  of  Comptroller  of  Public  Accounts, 
Z911,  p.  81. 

«  Estimated  from  total  collections  of  the  county  tax  collectors. 
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Receipts  from  sources  other  than  taxes: 

Land  sales  and  leases. $2, 138, 109. 64 

Interest  on  deposits  and  investments 582, 763. 04 

Game,  fish,  and  oyster  funds 3a,  325. 92 

Fees,  students 34, 057. 05 

Pees,  sales,  and  receipts  from  institutions 34, 878.  33 

Settlement  of  estates 3, 723.  89 

Office  fees 28, 941.  60 

Miscellaneous 45, 424.  25 

Total  receipts  from  sources  other  than  taxation $2, 900, 223.  72 

Total  state  receipts,  all  sources 13, 599, 609.  69 

IV.  COMMENTS. 
Historical. 

The  more  important  existing  provisions  of  the  constitution  of 
Texas  which  relate  to  taxation  date  from  its  admission  as  a  State. 
The  constitution  of  1 845  required  taxation  to  be  equal  and  uniform 
and  in  proportion  to  value,  except  with  respect  to  such  property 
as  the  legislature  might  by  a  two-thirds  vote  exempt  from  taxa- 
tion. The  legislature  was  authorized  to  impose  taxes  on  incomes, 
professions,  occupations,  or  trades  other  than  agricultural  or  me- 
chanical pursuits,*  and  among  its  earliest  acts  provided  extensive 
systems  of  occupation  and  income  taxation. 

A  liberal  legislative  policy  toward  capital  employed  in  railroad 
development  was  introduced  with  the  beginning  of  railroad  con- 
struction in  Texas.  This  was  evidenced  when  the  railroads  began 
operation,  by  the  State's  offer  in  1854  to  donate  16  sections  of 
state  land  for  every  mile  of  railroad  theretofore  or  within  ten 
years  thereafter  constructed,  provided,  however,  that  a  terminus 
of  each  road  availing  itself  of  this  offer  was  fixed  at  some  point  on 
the  Gulf  coast,  *  and  during  the  next  twenty  years  other  induce- 
ments such  as  broad  charters,  state  financial  aid,<^  commutation 
of,  and  even  exemption  from,  all  taxation  for  limited  periods  were 
granted  railroads.** 

The  system  of  occupation  taxes  was  extended  to  railroads  in 
1879*  in  the  form  of  a  state  tax  of  i  per  cent  upon  gross  receipts 
from  all  passenger  travel  within  the  State.  Its  scope  was  extended 
in  1905  so  as  to  include  the  taxation  of  gross  receipts  from  all 
sources,  and  if  railroad  lines  lay  partly  in  another  State,  the  tax 

o  Constitution  of  1845,  Art.  VII,  sec.  27. 

6  I^aws,  1854,  act  of  Jan.  30. 

c  Special  Laws,  1871,  chap.  27a;  Special  Laws  1870,  chap.  54. 

<* Special  Laws  1875,  chap.  49;  Special  Laws  1870,  chap.  54. 

«  Laws  1879,  p.  143  et  seq. 
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was  based  on  the  proportion  of  gross  receipts  which  the  length  of 
the  line  in  the  State  bore  to  its  whole  length.  Practically  all  of 
the  important  railroads  contested  the  collection  of  this  tax  and 
after  extended  litigation  the  United  States  Supreme  Court  de- 
clared it  unconstitutional.* 

On  the  date  of  enactment  of  the  act  providing  for  the  tax  on 
gross  receipts,  ^  railroads  were  made  subject  to  a  tax  on  intangible 
assets,  the  payment  of  which  relieved  any  such  company  from  the 
payment  of  the  tax  on  its  gross  receipts.*'  This  law  provided  for 
the  assessment  of  intangible  assets  by  a  state  board  and  according 
to  a  method  ^  which  in  eflFect  defeated  the  purpose  of  equalizing 
the  tangible  property  at  the  percentage  of  full  value  at  which  the 
general  mass  of  property  in  the  State  was  equalized.  This  was 
done  by  deducting  from  the  entire  value  the  amount  of  the  valua- 
tion at  which  the  tangible  property  actually  was  taxed,  and 
since  it  usually  was  taxed  at  50  per  cent  of  full  value  ^  this  method 
resulted  in  taxing  the  remaining  50  per  cent  with  the  intangible 
assets. 

The  first  valuation  made  according  to  the  above  descKbed 
method  was  in  1906,  and  according  to  the  act  as  then  in  effect  ^ 
it  was  certified  to  the  various  counties.  In  some  counties  the 
valuation  as  certified  was  so  reduced  that  the  state  board  in  its 
first  annual  report  complained  as  follows : 

**To  find  that  of  the  more  than  161  millions  of  dollars  worth 
of  intangible  assets  certified  by  the  state  tax  board  to  the  assessors 

<>The  lines  of  railroads  concerned  in  the  case  in  question,  the  court  declared,  "are 
wholly  within  the  State,  but  they  connect  with  other  lines,  and  a  part,  in  some 
instances  much  the  larger  part,  of  their  gross  receipts  is  derived  from  the  carriage  of 
passengers  and  freight  coming  from  or  destined  to  points  without  the  State.  *  *  ^ 
By  whatever  name  the  exaction  may  be  called,  if  it  amounts  to  no  more  than  the 
ordinary  tax  upon  property  or  a  just  equivalent  therefor,  ascertained  by  reference 
thereto,  it  is  not  open  to  attack  as  inconsistent  with  the  Constitution.  *  *  *  We 
are  of  opinion  that  the  statute  levying  this  tax  does  amoimt  to  an  attempt  to  regulate 
commerce  among  the  States.  »  *  *  We  rather  infer  from  the  judgment  of  the 
state  court  and  from  the  argument  on  behalf  of  the  State  that  another  tax  on  the 
property  of  the  railroad  is  upon  a  valuation  of  that  property  taken  as  a  going  concern. 
This  is  merely  an  effort  to  reach  the  gross  receipts,  not  even  di^^sed  by  the  name  of 
an  occupation  tax,  and  in  no  way  helped  by  the  words  'equal  to.'  Of  course,  it  does 
not  matter  that  the  plaintiffs  in  error  are  domestic  corporations  or  that  the  tax  embraces 
indiscriminately  gross  receipts  from  commerce  within  as  well  as  outside  of  the  State. " 
Galveston,  Harrisbuig  &  San  Antonio  Ry.  Co.  v.  Texas,  210  U.  S.,  217  (1908). 

^  Laws  1905,  chap.  141. 

c  Ibid.,  chap.  146. 

^  First  Annual  Report  of  the  Tax  Commissioner,  1906,  p.  6. 
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*  *  *  less  than  $32,000,000  *  *  *  found  their  way  to  the 
tax  rolls,  largely  through  the  action  of  the  commissioners'  court 
sitting  as  a  board  of  equalization,  is,  to  put  it  mildly,  discourag- 
ing." <* 

In  counties  where  the  intangible  values  as  certified  were  not 
reduced  by  county  equalization  to  the  ratio  of  locally  assessed 
property,  the  courts  enjoined  collection,''  while  assessments  below 
such  ratio  were  approved.  In  an  effort  to  prevent  too  high  an 
assessment  by  the  state  board  and  too  low  an  assessment  by  the 
coimty,  the  act,  in  1907,*  was  amended  so  that  the  board  no 
longer  is  required  to  consider  the  value  of  the  tangible  property 
as  found  by  the  county  for  taxation  purposes,  and  the  county  can 
not  now  reduce  the  value  of  intangible  assets  as  certified  to  it  by 
the  state  board. 

Franchise  Assessments. 

General  property  tax  assessment  of  the  franchise  of  public- 
service  corporations  by  local  officials,  as  a  separate  item,  has  not 
beea  favored  by  the  covuts,  as  the  statutes  require  only  that  con- 
sider3,tion  be  given  to  all  rights  and  privileges  in  fixing  the  value 
of  real  property  for  state  and  county  taxation.**  Thus  a  separate 
assessment  by  the  county  officials  against  a  railroad  company, 
described  as  the  assessment  of  intangible  property,  consisting  of 
rights,  privileges,  immunities,  contracts,  good  will,  and  franchises 
to  do  business  carried  on  by  it  as  a  common  carrier,  was  held  inva- 
lid. The  court  suggested  in  this  case  that  it  would  be  proper  to 
include  such  value  in  the  assessment  of  the  real  property,  but  that 
the  description  in  question  was  too  indefinite  to  conform  to  the 
items  specifically  set  out  in  the  statutes.  The  court  was  of  the 
opinion  that  if  the  attempted  assessment  described  any  franchises 
at  all,  it  was  merely  the  right  of  corporate  existence  for  which 
every  railroad  pays  a  charter  fee  and  an  annual  tax  proportionate 
to  the  amount  of  its  capital  stock.*  Similar  in  eflFect  was  a  de- 
cision respecting  a  franchise  assessment  added  by  the  county  offi- 
cials to  the  property  assessment  of  a  telephone  company.  The 
court  said  if  the  property  was  assessed  at  its  full  and  true  value,  to 
tax  its  existence,  granted  by  charters  for  which  it  had  been  com- 

a  First  Annual  Report  of  the  Tax  Commissioner,  1906,  p.  9. 

^  M.  K.  &  T.  of  Texas  v.  Kone,  122  S.  W.  Rep.,  424  (Civ.  App.,  1909);   I^ivcly  v. 
M.  K.  &  T.  of  Texas,  102  Tex.,  545  (1909). 
c  Laws  1907,  spec,  sess.,  chap.  17. 
<*  Rev.  Stats.,  art.  7504. 
estate  of  Texas  v.  Austin  &  N.  W.  R.  Co.,  94  Tex,,  530  (1901}. 
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pelled  to  pay,  would  be  double  taxation.*  However,  a  separate 
franchise  assessment  for  municipal  taxation  was  sustained,  because 
it  was  made  under  special  charter  provisions  authorizing  municipal 
taxes  upon  the  roadbed,  rights,  franchises,  and  all  other  property 
of  street  railroads.  ^  A  municipal  assessment  under  the  descrip- 
tion, "  the  company  franchise  "  was  held  to  be  too  indefinite,  though 
the  court  said  that  the  franchises  of  a  corporation  exercised  and 
enjoyed  by  it  in  a  city,  are  property,  within  the  provisions  of  the 
city's  charter  requiring  a  tax  on  all  property  in  it.  * 

Intangible  Assets. 

The  assessment  of  intangible  assets  in  Texas  in  some  particulars 
is  similar  to  the  assessment  of  corporate  excess  in  other  States. 
The  state  board  in  1 914  valued  for  this  purpose  90  railroad  com- 
panies, one  bridge  company,  and  two  ferry  companies.  Fifty-two 
railroads,  with  a  total  length  of  nearly  13,000  miles  and  a  physical 
valuation  of  $277,000,000,  were  found  to  have  an  aggregate  true 
valuation  of  about  $440,000,000,  or  an  intangible  value  in  Texas  of 
approximately  $163,000,000.  Bridge  and  ferry  companies  were 
determined  to  have  an  aggregate  true  value  of  $194,000,  an  aggre- 
gate physical  value  of  $100,000,  and  an  aggregate  intangible  value 
of  $94,ooo.<' 

Undervaluation. 

In  connection  with  that  part  of  the  duties  of  the  state  board 
which  requires  it  to  aid  in  the  enforcement  of  the  revenue  laws  of 
the  State,  the  state  tax  commissioner  reported,'  that  diuing  191 3 
his  office  made  a  special  effort  to  have  county  officials  seciue  an 
adequate  assessment  of  the  property  of  public  utility  corporations. 
For  this  ptupose  the  tax  commissioner  furnished  county  assessors 
with  suggestions  and  with  copies  of  reports  made  to  the  secretary 
of  state  by  street  railway,  gas,  light,  power,  water,  and  sewage 
companies  in  towns  of  2,500  population  showing  the  amount  of 
capital  stock,  of  bonded  indebtedness,  the  value  of  tangible  prop- 
erty, of  credits,  etc.  It  is  said,  that  while  this  information  led 
to  a  marked  increase  in  some  assessments,  it  still  appeared  that 
the  average  assessed  value  of  the  property  of  these  classes  of  com- 
panies was  only  about  23^?^!"  cent  of  the  face  value  of  their  stocks 

o Southwestern  Tel.  &  Tel.  Co.  v.  Meencheidt,  65  S.  W.  Rep.,  381  (Civ.  App.,  1901) 
b  City  of  Dallas  v.  Dallas  Consolidated  Electric  Street  Ry.,  95  Tex.,  268  (1902). 
c  Southwestern  Tel.  &  Tel.  Co.  v.  City  of  San  Antonio,  32  Tex.  Civ.  App.,  loi  (15)03). 
d  Sixth  Report  of  the  Tax  Commissioner,  1914,  pp.  3,  4. 
«  Fifth  Report  of  the  Tax  Commissioner,  1913,  pp.  7,  8. 
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and  bonds,  though  the  assessed  value  of  the  property  was  almost 
65  per  cent  of  the  value  of  the  tangible  property  as  estimated  by 
them.* 

Another  effort  to  secure  the  assessment  of  property  at  its  proper 
valtiation  is  evidenced"  by  the  following  resolution  addressed  to 
county  assessors  by  the  state  board  in  1914: 

Whereas,  in  a  great  many  counties  in  this  State  the  assessed 
value  of  property  for  taxation  for  J913  was  grossly  under  the  rea- 
sonable cash  market  value  thereof  and  so  far  below  its  true  value 
as  to  indicate  a  flagrant  violation  .of  the  law  governing  the  assess- 
ment of  property  for  taxation ;  and 

He  a|c  a|c  a|c  4c  a|(  a|( 

Whereas,  the  systematic  and  gross  undervaluation  of  property 
for  assessment  for  taxation  in  any  county  works  an  injustice  and 
hardship  upon  the  counties  where  property  is  fairly  assessed  in 
accordance  with  law: 

Therefore,  be  it  resolved,  by  the  state  tax  board,  that  said  board 
will  do  all  it  legitimately  can  to  enforce  the  law  governing  the 
rendition  and  assessment  of  property  for  taxation  and  will  report 
to  the  attorney  general  of  the  State  of  Texas  any  case  of  flagrant 
violation  of  said  law  which  may  come  to  the  knowledge  of  said 
board  during  the  year  19 14,  in  order  that  suit  may  be  brought  by 
the  attorney  general  against  such  officer  or  officers  so  offending 

a|c      a|c      a|c 

Taxation  of  Credits. 

The  present  law  permitting  the  deduction  of  interest-bearing 
debts  from  interest-bearing  credits  is  not  only  a  favorite  loophole 
for  the  intangible  property  owner,  but  is  also  a  discrimination  in 
favor  of  the  .creditor  class,  as  viewed  by  one  writer.  The  cred- 
itor, or  the  mortgagee,  is  able  to  shift  the  tax  on  mortgages  to  the 
debtor  through  a  high  interest  rate  or  through  devious  methods; 
and  as  the  taxes  which  are  shifted  to  the  creditor  are  offset  by  the 
taxes  which  he  shifts  to  others,  and  as  the  taxes  on  the  excess  of 
his  credits  over  his  debts  are  also  shifted  through  a  higher  interest 
rate,  the  result,  according  to  this  writer,  is  that  the  creditor  escapes 
taxation  on  his  credits.  The  debtor,  however,  who  has  no  offset 
has  no  relief.  He  is  taxed  on  his  mortgaged  property  and  pays 
also  through  a  higher  interest  rate  the  tax  on  the  mortgage. 
Whether  the  law  should  be  remedied  by  exemption  or  by  a  lower 
rate  on  intangibles  than  on  tangible  property  or  by  an  income  tax, 

a  Fifth  Report  of  the  Tax  CommissiQner,  1913,  pp.  9,  74. 
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can  not,  according  to  this  writer,  be  answered  until  all  conditions 
have  been  examined." 

Needed  Change  in  Tax  System. 

The  governor  in  his  message  to  the  191 3  legislature  calls  atten- 
tion to  the  inequality  in  taxation  which  exists  between  the  coun- 
ties, as  follows:  "It  is  simply. out  of  the  question  to  get  at  tmi- 
formly  fair  valuations  of  property  for  state  purposes  with  245 
separate  assessors  appraising  it  according  to  local  needs  and  local 
influences  and  with  245  separate  boards  to  equalize  the  values." 
Writing  on  the  same  subject,  the  tax  commissioner  states  that 
investigation  will  show  that  for  the  past  five  years  the  total 
state  tax  for  both  general  state  revenue  and  general  school  pur- 
poses paid  by  many  counties  is  very  much  less  than  the  appor- 
tionment of  the  state  school  fund  thereto.  The  tax  commissioner 
also  gives  as  his  opinion,  based  on  a  study  of  tax  systems  of  other 
States,  that  the  best  systems  of  taxation  provide  for  centralized 
administration  by  selected  permanent  state  tax  commissions 
with  power  to  equalize  valuations  as  between  counties  and  between 
different  classes  of  property  within  counties,  and  that  in  the 
States  having  such  systems  the  members  of  the  commission  are 
not  composed  of  heads  of  other  departments  of  the  government, 
but  are  charged  solely  with  the  duty  of  administering  the  revenue 
laws  of  the  State,  and  are  provided  with  ample  funds  for  that 
purpose. 

No  action  was  taken  by  the  191 3  legislature  on  a  recommenda- 
tion of  the  tax  commissioner  for  a  special  tax  commission  to  be 
appointed  for  the  purpose  of  investigating  and  recommending  a 
system  which  would  (a)  secure,  as  far  as  possible,  the  return  and 
assessment  of  all  property  liable  to  taxation  in  the  State,  giving 
special  attention  to  the  method  of  assessing  intangible  property, 
such  as  money,  credits,  stocks,  and  bonds,  and  (fe)  secvwe  uni- 
formity in  valuation  and  assessment  of  all  property  in  the  State 
liable  to  taxation. 

Another  recommendation  to  the  same  session  of  the  legislature 
by  the  governor''  proposed  an  amendment  to  the  constitution 
which  would  permit  the  separation  of  sotwces  of  revenue  and  by 
this  means  remedy  the  inequalities  of  assessments  between  the 
counties,  but  the  legislature  failed  to  submit  such  an  amendment. 


«  Some  Tax  Needs  of  Texas,  Dr.  E.  T.  Miller,  Bulletin  of  the  University  of  Texas, 
No.  236,  June  22,  1912. 
ft  Message  of  Governor  to  the  1913  Session  of  the  Legislature. 
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Oklahoma 37~38 

South  Carolina 3^-^^ 

Tennessee 34 

Texas 3^-z9 

Viripnia 39 

West  Virginia 30 

Administration  of  tax  laws: 

Alabama 208-209 

Arkansas 34^-343 

Florida X37-X38 

Georgia xx6-zx7 

Kentucky X5s-xs6 

Louisiana 358^59 

Mississippi 324 

North  Carolina 86-87 

Oklahoma 280 

South  Carolina 103-104 

Tennessee 185-186 

Texas 297-298 

Virginia 4X-43 

West  Virginia 67-68 

Alabama: 

Abstract  of  corporate  taxation  system. . .        35 

Chief  features 307 

Comments  on  system 220 

Constitutional  provisions 309-21Z 

Financial  results 219 

General  view 207 

State  officials,  corporations  assessed  by 

(tables) 22, 26 

Statutory  provisions 21 1-2x2 

Aimual  license  tax.    See  Capital-stock  tax. 

Appeals  from  assessments: 

Alabama 209 

Oklahoma 280 

Virginia 4X146 

West  Virginia 67 

Present  method  as  to  procedure,  as- 
sessments of  Board  of  Public  Works, 
criticized 84 

Arbitration  of  assessments: 

Georgia xx7 

Virginia 4X 

Arkansas: 

Abstract  of  corporate  taxation  system  ...        36 

Chief  features 341 

Comments  on  system 953 


Arkansas— Continued.  Pftge. 

Omstitutional  provisions 344 

Financial  results 25a 

General  view 241 

State  officials,  corporations  assessed  by 

(toble) a6 

Statutory  provisions 345 

Assessment: 
Alabama — 

By  State  Board  of  Assessment 308 

By  State  Tax  Commission 308 

Axkansas,  by  Arkansas  Tax  Commission .  24a 

Florida,  by  State  Board 137 

Georgia,  by  comptroller  genera] zx6 

Kentucky— 

By  Board  of  Valuation  and  Assess- 
ment   155 

By  Railroad  Commission 155 

T<o<iisiana,  by  State  Board  of  Apprais- 
ers   358,360 

Mississipiri,  by  Railroad  Commission. . . .  334 
North  Carolina,   by  State  Corporation 

Commission 86 

Oklahoma,  by  State  Board  of  Equaliza- 
tion    380, 38x 

South  Carolina,  by  State  Board  of  Asses- 
sors   Z03 

Tennessee,  by  Railroad  Commission 185 

Texas,  by  State  Tax  Board 397 

Virginia,  by  State  Corporation  Commis- 

sioQ 4Z 

WestVirginia,  by  Boardof  Public  Works.  67 
Assessments,  inequality  of: 

Arkansas 354 

Kentucky 181-182 

Virginia 6x 

Assessors,  Tennessee,  county  system 203 

Average  rate  method.  States  using x8 

Bibliography  on  taxation: 

Alabama 22a 

Arkansas 256 

Florida X53 

Georgia X35 

Kentucky 183 

Ix>uisiana 378 

Mississippi 240 

North  Carolina xoz 

Oklahoma 295 

South  Carolina 1x5 

Tennessee ao6 

Texas 320 

Virginia 65 

West  Virginia 84 

Bondholders.    See  Stockholders  and  bond- 
holders. 
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Bridfe  cnmpanifH:  Page. 

Arkansas _— 250 

Kentucky z6z,  z66, 169 

Texas 304-305 

West  Virginia 79 

Business  corporations.  North  Carolina 88*  94-95 

Canal  oompanies: 

Louisiana 374 

North  Carolina  (railroads) 90-99 

South  CaroHna xzo 

Virginia 45, 50 

Capital,  definition  of: 

Oklahoma 390 

Tennessee 197-198 

Virginia 47, 55 

Capital-stock  tax: 

Alabama aia,  ajz 

Arkansas 346-247, 354 

Gecn-gia X3z 

Kentucky i7z-«72, 183 

North  Carolina 90 

Oklahoma 983-384 

South  Carolina Z06-X07 

Tennessee X90 

Texas 303,309 

l^rginia 49 

West  Virginia 7Z-73 

See  also  States  using z6-z7 

Car  compaziies: 

Alabama 3z6-3Z7 

State  taxes  amtributed  by 4, 3Z9 

Arkansas 347^350, 354, 356 

State  taxes  contributed  by 353 

Florida 143-Z44,  X50 

State  taxes  contributed  by Z48 

Georgia Z34-Z35,  Z30 

State  taxes  contributed  by zsS 

Kentudsy Z66-X70,  X78-Z79 

T<aiiiHiana 367-269 

State  taxes  contributed  by 373 

Mississippi 339-333, 337, 338 

State  taxes  contributed  by 335 

North  Carolina 91-93,98 

State  taxes  contributed  by 95 

Oklahoma 987-388, 394 

State  taxes  contributed  by 39x 

South  Carolina 108-109 

State  taxes  contributed  by zzz 

Texmessee ZSM*~Z95»  90x,  304-306 

State  taxes  contributed  by Z99 

Texas 303,309 

State  taxes  contributed  by 3x3 

Virginia 54 

State  taxes  contributed  by 57 

West  Virginia '^^^ 

State  taxes  contributed  by 80 

See  also  all  SUtcs— 

State  taxes  contributed  by 4 

Kinds  of  taxes 8-14 

Census,  U.  S.  Bureau,  valuations  of,  used  in 

South  Carolizia  for  railroad  assessments. : . .      xo8 
Centralization  of  administration: 

Alabama 333 

Southern  and  southwestern  group 97 

Texas,  rcconunended 3x9 

West  Virginia,  development 8x,83 


Classification  of  property: 

Kentucky,    constitutional    amendment 

proposed x83 

I«ouisiana.     constitutional    amendment 

defeated 377 

Oklahoma,  permitted 281 

Tennessee,  suggested 903 

West  Virginia,  constitutional  amendment 

recommended 83 

Coal  companies.  West  Virginia,  production 

tax  recommended 83 

Coal  lands: 

Virginia 45 

West  Virginia 70 

Collection  of  taxes.    See  Admixiistration  of 

tax  laws. 
Comments  on  taxation  systems.    Sea  partic- 
ular SUte. 
Corporate  excess: 

Alabama 3x8-3x9 

Arkansas 346. 250 

North  Carolizui  (business) 88, 94-95,  xoo-iox 

Oklahoma 390 

Tennessee 195,  Z97,  sox 

See  also  Prandiise  assessments;  Intangible 
value  of  corporations. 
Cotton  mills,  South  Carolina  assessments. .  xzo,  1x4 
Credits,  Texas,  defects  in   law  taxing   {sea 
oAro  Moneys  and  credits) 3x8 

Earnings  tax.    See  Receipts  or  earnings  tax. 

Blectric  companies.    5m  Heating  oompanies; 

Lighting   companies:     Power  companies; 

Street  railways. 

Equilization,  boards  of.    See  Administratiaa 

of  tax  laws;  Assessment. 

Baualization  of  taxes,  Georgia,  rdomis 133.  X34 

Exemptions: 

Alabama 9x0,3x3,3x8,3x9 

Arkansas 344, 346 

Florida X38-i39r  I4i''>49i  150 

Georgia x  x8-x  19,  x  a  i 

Kentucky 157.  »6x,  X7S-X76 

Louisiana 960-36X,  364-365, 975, 277 

Mississippi 996, 399, 934, 336-337 

North  Carolina 87, 89 

Oklahoma 382, 283 

South  Carolina « 104-106 

Tennessee X87-X89, 300 

Texas 999*303 

Virginia. . .'. 40, 4s,  44, 45, 46, 48 

WcstVirgmia 68,71 

Express  companies: 

Alabama 3x6 

State  taxes  contributed  by 4. 2x9 

Arkansan 247-250, 256 

State  taxes  contributed  by 4, 252 

Florida 144 

State  taxes  contributed  by 4r  148 

Georgia X94-X95,  X30 

State  taxes  contributed  by 4,  X28 

Ken^dcy X66-Z70, 176 

State  taxes  contributed  by 174 

Louisiana 260,966,267-269 

State  taxes  contributed  by 4. 372 

Mississippi 928, 229-232 

State  taxes  contributed  by 4>  935 
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Exi>ress  oompantc»— Cootinued.  Page. 

North  Carolina 9i'93r97'-99 

State  taxes  contributed  by 4,95 

Oklahoma 385-287, 393, 294 

State  taxes  oontrlbuted  by 4>  ^x 

South  Carolina 108-109 

State  taxes  oootributed  by 4r  m 

Tennessee 294,  aoo-aoi 

State  taxes  contributed  by 4»  199 

Texas 30^309 

State  taxes  contributed  by 4,313 

Virginia 5o»  S3»  S»-6o 

State  taxes  oootributed  by 4, 57 

West  Virginia 76-77 

State  taxes  contributed  by 4,80 

Sm  also  all  States — 

State  taxes  contributed  by 4 

Kinds  of  taxes 8-Z4 

Features,  chief,  of  corporate  taxation.  Set 
particular  State. 

Perry  companies: 

Florida X47 

Kentucky 166-170 

T/Wfisiana 169-270 

Texas 304-307 

Fertilizer  companies.  South  Carolina  assess- 
ments        110 

Financial  companies,  state  taxes  contributed 
by 4 

Financial  results.  Set  particular  State; 
Sources  of  revenue. 

Fkxida: 

Abstract  of  corporate  taxation  system 3  a 

Chief  features 136 

Comments  on  system 149 

Constitutional  provisions 138 

Financial  results 148 

General  view 136 

State  officials,  corporations  assessed  by 

(tables) 23,  a6 

Statutory  provisioos 140 

Foreign  corporations: 

Alabama 319, 321 

Arkansas 351 

Florida 148 

Georgia 131, 137 

Kentucky X73 

T<ouisiana 361-363, 371 

Mississippi 335 

North  Carolina 95 

Oklahoma 391 

South  Carolina iix 

Tennessee 198, 204-306 

Texas 3x3 

Virginia 41 ,  56 

West  Virginia 80 

Foreign  cori>orations,  not  allowed  under  xnore 
favorable  conditions  than  domestic.  Ken- 
tudcy XS9 

Franchise  assessments: 

Alabama 313, 2x4, 3x5, 3x6, 317 

Arkansas 347 

Georgia  (table)  —  xi6, 120, 133, 124, 125, 131-133 

Kentucky 163-170, 176-178 

North  Carolina 90,91,93 

Texas 304,316 

Virginia 51, 55 

West  Virginia 73-7S»  76»  77, 78 


Franchise  tax:  Page. 

Alabama 3x3 

Arkansas 346-347 

(Georgia i3x 

Kentucky X7x 

North  Carolixia 90-9X 

Oklahoma 383-384 

South  Candina 106-107 

Tennessee X90 

Texas 303 

Virginia,  permitted 45,46,49 

West  Virginia 71-73 

Gas  companies.    See  lAghting  companies. 

General  property  tax.    See  Property  tax. 

General  view  of  corporate  taxation.    See  par- 
ticular State. 

Georgia: 

Abstract  of  corporate  taxation  system ...        32 

Chief  features xi6 

Comments  on  system X39 

Constitutional  provisions xx8 

Financial  results X38 

General  view xx6 

State  officials,  corporations  assessed   by 

(toble) 31 

Statutory  jn-ovisions 1 19 

Gross  earnings.    See  Receipts  or  earnings  tax. 

Gross  receipts  or  earnings  tax.    See  Receipts 
or  earnings  tax. 

Historical  notes  on  corporate  taxation: 

Alabama 220 

Arkansas 253 

Florida 149 

Georgia 129 

Kentucky 175 

Louisiana 273 

Mississippi 236 

North  Carolina 97 

'Oklahoma 293 

South  Carolina 113 

Tennessee 190, 199 

Texas 3x4 

Virginia 58 

West  Virginia 8x 

Hydroelectric  companies; 

Louisiana 361, 277 

West  Virginia 79 

« 

Income  tax: 

Oorgia,  historical X29, 130 

Kentucky,  permitted 158 

North  Carolina,  permitted 87 

Oklahoma a8i 

South  Carolina,  permitted 104 

Tennessee,  permitted 187 

Used 199 

Texas,  permitted 399,314 

Virginia,  iiermitted 44 

Inheritance  tax,  state  revenue  derived  from: 

Arkansas 3, 353 

Kentucky a,  174 

Louisiana «..  3,37a 

North  Carolina r 3,96 

Oklahoma 3, 39> 

Teimessee 3, 199 
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Inheritance    tax,    state     revenue     derived 
from — Continued.  Page. 

Texas «,3X3 

Virginia a,  57 

West  Vircinia s,8x 

See  also  all  SUtes a 

Instrument  tax,  Tennessee 190-191 

Insurance  companies,  state  taxes  contributed 
by 4 

Intangible  value  of  corporations: 

Alabama aij,  szS 

Arkansas 346, 247, 2S0, 951 

Kentucky 163,  x68,  X76 

Oklahoma 185, 990 

Texas 304i3<5-3Z6,3X7 

Intangible  property: 

Georgia,  small  returns  reported ....  132,  X54rx35 

Tennessee,  evasions.... ao9-ao3 

See  also  Moneys  and  credits. 

Interstate  commerce,  Tennessee 304-206 

Kentucky: 

Abstract  of  corporate  taxation  system ...  33 

Chief  features X54 

Conmients  on  system 175 

Constitutional  provisions 156 

Financial  results 174 

General  view. X54 

Inequality  of  taxes  between  classes. . . .  xSx-iSa 
State  officials,  corporations  asitessttl  by 

(Ublc) S3 

Statutory  provisions X59 

Land  tax,  excess  holding,  West  Virginia 79 

Laws: 

Hississii>pi,  revenue,  require  three-fifths 

vote 336 

Oklahoma,  revenue,  not  to  be  passed  last 

five  days  of  session 38a 

Tennessee,  amendments  favored,  rather 
than  new  laws 3oz-303 

Levee  taxes: 

Louisiana a6a,  376-377 

Mississippi 327, 331, 33s»-340 

License  tax: 

Alabama axo;  3x2, 316-2x8 

Arkansas 344 

Florida. . . .  X39»  X43,  X43,  X44»  X4S,  X46, 147, 150,  xsx 

Georgia zsx,  X36 

Kentucky 158,  X71-X73 

Txwiisiana 360, 365;^66>  375->376 

Mississippi 334, 330-331, 332, 333, 334, 337 

Southern  States 29 

Tennessee X90, 194,  X9S~Z96|  3ox,aQ4 

Texas 298-399,303,3x4 

Virginia,  permitted 44 

Lighting  companies: 

Alabama 317 

Arkansas 950 

Florida 147 

Georgia Z33-X36 

Kcntudcy z66 

T/wiisiana 269, 370, 371 

Mississippi S3S-333 

North  Carolina 93 

Oklahoma i 288, 389 

South  Carolina X09-XX0 

Texmessee X95 


Lighting  companies — Continued. 

Texas 3xOf  3'7-3i8 

Virgixiia S4-55 

West  Virginia 77-78 

Local  assessments,  unsatisfactory: 

Georgia '. X3a-Z33>  134 

Mississippi asS 

South  Carolina xxj— 1x4 

Texas 319 

TiOiiisiana: 

Abstract  of  corporate  taTarion  system. . .         37 

Chief  features 957 

Comments  on  system 973 

Constitutional  provisicms 359 

Pixumcia]  results 271 

General  view ^57 

State  officials,  corporations  assessed  by 

(table) aj 

Statutory  provisions 263 

Maps,  Kentucky,  reoonunended xSa 

Manufacturing  and  mercantile  corporations: 

AJabanui 3x7-2x8 

Arkansas 35X,  355-^56 

Florida 147 

Georgia 196-127 

Kentucky X7x-X7a 

Louisiaxia 360, 265-366, 37o-97x 

Mississippi 933-934 

North  Carolina 94-95 

Oklahoma ago 

South  Carolina zzo-xzz 

Tennessee X96-X98,  x99-aoo 

Texas 3x1 

Virginia 55-56 

West  Virginia 78 

Manufacturing  corp<uations: 
Exemptions — 

Alabama 2x8 

Louisiana 960,265 

Mississippi 926, 334 

Kentucky .*  157, 171 

Oklahoma 38a 

Texmessee X89,  X97,  aoo 

Relative  taxes  paid  by,  Kentucky x8x-i82 

Mercantile    corporations.    5«r    Manufactur- 
ing and  mercantile  corporations. 

Mileage  tax: 

Alabama 2x6 

Florida X43, 145, 147 

Mississippi 330-332, 336-237 

North  Carolina 9x,92 

States  using 18 

Tennessee X90-X9Z1 X94 

Virginia so,  53. 54 

West  Virginia 75i  7«»  77 

Mining  corporations: 

Alabama • 2x7-2x8 

Florida X47 

Georgia X26 

Kentucky x6o,  X7X-X79 

Louisiana 266 

North  Carolina 89,94-95 

Oklahoma 389 

South  Carolina xxo-xxi 

Texmessee X96-198 

Texas 3xx 

Virginia 4S>5SS6 

West  Vh-ginia 70, 78 
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Mississippi:  Page. 
Abstract  of  corporate  tazatioii  system ...       35 

Oiief  features aij 

Conixnents  on  system '. .  236 

Coastitutional  provisions 334 

Pimmdal  results 935 

General  view 233 

State  ofifidals,  corporations  assessed  by 

(table) as 

Statutory  provisions aa8 

Moneys  and  credits: 

Alabama aiz-aza 

Arkansas 345-346 

Florida 141 

Georgia lao 

Kentucky 1 60 

I«ouisiana a6x,  364 

Mississippi 339 

North  Carolina 87*  89 

Oklahoma 383 

South  Carolina xo6 

Tennessee 189 

Tfexas 301-302 /3ifr-3 19 

Virginia 4r  4* 

West  Virginia 70-71 

See  also  Intangible  property. 

Mortgages: 

Alabama aza,  az8-ai9 

North  Carolina,    recording    tax    recom- 
mended    zoo 

Tennesaee.  reoommendations aoa-ao3 

Natural  gas  companies.  West  Virginia,  pro- 
duction tax,  recommended 83 

Navigation  companies.    Set  Steamboat  com- 
panies. 
Net  income  tax,  Virginia,  prohibited  as  to 

railroadsand  canals 45 

North  Carolina: 

Abstract  of  corporate  taxation  system 30 

Chief  features 85 

Comments  on  system 97 

Constitutional  provbions 87 

Financial  results 95 

General  view 85 

State  officials,  corporations   assessed  by 

(table) 21 

Statutory  provisions 88 

Occupation  taxes.    See  I«icense  tax;  Capital - 
stock  tax. 

Oil  companies: 

I«ouisiana a66 

Oklahoma 289 

Texas 310 

West  Virgiziia,   production  tax   recom- 
mended    83 

Oklahoma: 

Abstract  of  oorporate  taxation  system ...  37 

(^ief  features 179 

Comments  on  system 393 

Constitutional  provisions a8z 

Financial  results a9z 

General  view 379 

State  officials,  corporations  assessed  by 

(table) aa 

Statutory  provisions 283 


Page, 
car  companies.    See  C^  companies. 
Per  cent  of  true  value  assessed .  See  Valuation. 
Personal  property,  situs.    See  Situs. 
Pipe  line  companies: 

Arkansas 347-350 

Oklahoma a8z,  288-^89 

Texas 3x0 

West  Virginia 76-77 

Poll  tax: 

Alabama azz 

Mississippi aa? 

North  (^oliiui 87 

Tennessee Z87 

West  Virginia 68 

Power  companies: 

Alabama az7 

Arkansas ago 

Florida Z47 

Georgia Z25,  Z26 

Kentucky 166-170 

Mississippi 332-233 

North  Carolina 93 

Oklahoma 288-289 

South  Carolina Z09-ZZ0 

Tennessee 195-196 

Texas 317 

West  Virginia 79 

Presidents  of  corporations,  Georgia  tax laz 

Privilege  taxes.    See  License  tax . 
Production  tax: 

T^oiiisiana a6o,  366 

Oklahoma a8z,  289 

West  Virgiziia,  recommended  for  coal,  oil, 

and  gas  companies 83 

Property,  definition  of: 

Alabama azz 

Arkansas 945 

Florida Z4c^z4z 

Georgia xao 

Kentudsy x6o 

Louisiana a63 

Mississippi aaS 

Oklahoma aSj 

Texas 301 

Virginia 47 

West  Virginia 69-70 

Pro|>erty  tax: 

Alabama azi 

Arkansas 345 

Florida Z40 

Georgia 1x9 

Kentucky xs9 

Ixmisiana 363 

Miasisnppi 228 

North  (Carolina 88 

Oklahoma 283 

South  Carolina zos 

Tennessee x88 

Texas 301 

Virginia 47 

West  Virginia 69 

See  also  all  States 6 

Public-service  corporations: 

Alabama ax7 

Arkansas 350 

Florida X47 
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Public-service  corporatians— Continued.         Piase. 

Geontia las 

Kentudcy i66 

T^iistana 969-^70 

Mississippi ais,  132 

North  Carolina 93 

Oldahoma iSt,  388 

South  Carolina 109-1x0 

Tennessee 195 

Texas 3x0 

Virginia 54 

West  Virgi&la 77-78 

Publicity  of  assessments: 

Arkansas 356 

Florida,  recommended xsa 

Railroads: 

Alabama 9x3-9x4, 9x7 

State  taxes  contributed  by 4, 9x9 

Arkansas 347-950 

Historical 953 

State  taxes  contributed  by 4*  a5> 

Florida 142-X43 

Historical 149-150 

State  taxes  contributed  by 4;  148 

Georgia xa9-x94, 134 

Historical xa9-x3X,  X34 

State  taxes  contributed  by 4*  ia8 

Kentucky X57,  x6x-x66- 

Historical X75, 176 

State  taxes  contributed  by 4*  z74 

I«ouisiana 960, 961, 266-967, 269, 976 

Historical 274*-a75 

State  taxes  oontributed  by 4, 279 

Mississippi 995, 999-939, 937-338, 340 

Historical 236-937 

State  taxes  oontributed  by 4>  235 

North  Carolina 9o-9< 

Historical 9TV9 

State  taxes  contributed  by 4,95 

Oklahoma 981, 284-985, 994 

Historical 999*993 

State  taxes  contributed  by.  paid  into 
school  fund 4, 29X 

South  Carolina 107-108 

Tax  commission,  recommended,  for 

assessment  of 1x3 

State  taxes  contributed  by 4,  xix 

Tennessee 190-194 

Historical 190, 900-90X 

State  taxes  contributed  by 4>  198 

Texas 299-3oo>  304-307, 3x7 

Historical 3x4-3x6 

State  taxes  contributed  by 4>3i3 

Virgixiia A5~4/^i  50"5« 

Historical 5&-6x 

State  taxes  contributed  by 57 

West  Virginia 73-75 

Historical 81-82 

State  taxes  contributed  by 4, 80 

S«4  alto  all  Stotes— 

State  taxes  contributed  by 4 

Kinds  of  taxes ft-15 

Railways,  street.    See  Street  railways. 
Rate,  low  uniform.    See  Personal  property,  in^ 

tangible. 
Rates  of  taxation: 

State  general  property  rates,  19x9 8r^5 


Rates  of  taxation — Continued. 
Limitations — 

Alabama axo,  air 

Arkansas 944, 955 

Georgia 1x9 

Louisiana 963,263 

Oklahoma aSx-aSa 

Texas 300 

Real  estate,  Virginia,  when  assessed 45 

Receipts  or  earnings  tax: 

Arkansas 950 

Florida X43. 144 

T/wiiriana 965-966, 368-:a69 

Mississippi 339 

North  Carolina 93 

Oklahoma a8i ,  a8s,  987, 988, 989»993. 394 

South  Carolina xo6 

Texas 303* 307-310, 311, 3x4-3x5 

Virginia 50-51,59. 53. 54 

See  also  States  using X7-18 

Referendum  on  tax  laws: 


954 

Oklahoma 995 

Registration  tax,  Virginia 43.49 

Revenue  agents: 

Tennessee 909 

Texas 398 

Revenue,  sources  of.  State,  from  taxes,  all 
States  (see  also  Sources  of  revenue) a-5,8^15 

Road  companies: 

Arkansas 250 

Kentucky 170 

West  Virginia 79 

Rolling  stock: 

Tiffiitifianffl.  taxed  at  principal  office. . . .  967, 974 

Texas,  assessed  at  principal  office 300,305 

Virginia,  formerly   taxed   at   principal 
office 6x 

Separation,  sources  of  State  and  local  revenue: 

Arkansas,  discussed SS4-355 

Florida,  recommended Z5x»x59 

Georgia,  suggested 133 

Kentudcy.  proposed X83 

Louisiana,  proposed 377 

Mississippi,  recommended 939 

North  Carolina,  proposed xoo 

Oklahoma,  permitted a8i 

States  using 7 

Texas,  recommended 319 

Virginia,  permitted 44 

Recommended 63 

West  Virginia,  partial 89 

Situs,  personal  property,  for  taxation: 

Alabama ais 

Arkansas 946 

Georgia lao 

Kentucky 160, 178^x79 

T/wiisiana 964 

Mississippi 998-999 

North  Carolma 89 

CAlahoma 983 

South  Carolina 105 

Tenncnee 188-189 

Texas 301 

Virginia 47-48 

West  Virginia 70-7X 

Sleeping-car  companies.    Sm  Car  companies. 
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Sources  of  revenue:  Piagc. 

Alabama 909 

Arkansas 943 

Florida 138 

Georgia 117 

Kcntudcy 156 

T.otii«iana 359 

Mississippi aa4 

North  Carolina 87 

Oklahoma a8o 

South  Carolina X04 

Tennessee x86 

Texas 998 

Virginia 4> 

West  Virginia 68 

South  Carolina: 

Abstract  of  corporate  taxation  system...       jr 

Chief  features xoa 

Comments  on  system xx3 

Constitutional  provisions X04 

Financial  results xxz 

General  view zos 

State  oflfiriaK  corporations  niiBfPrl  by 

(table) n 

Statutory  provisions 105 

State  Assessing  Boards  (tables) 90-96 

State  property  tax.    See  Property  tax. 

State  tax  oommissions: 

Alabama 908 

Arkansas 94»t*55 

Florida Z37 

Georgia,  tax  commissioner 1x7 

Kentucky,  spedal x79-x8^ 

Mississippi,  recommended 939 

North  Carolina 86 

South  CaroUna.  creation  of.  reconmiended     z  13 

Tennessee,  recommended 906 

Texas 397^ 3x7*3x9 

Virginia,  State  Corporation  Commission. 

4i.43i45f46 

Spedal  Tax  Commissions 69--65 

West  A^rginia.  state  tax  commissioner 67 

Statutory  provisions  on  taxation.    5m  par- 
ticular SUte. 

Steaxnboat  companies: 

Arkansas 945 

Florida X46, 130,  xsz 

Georgia 196 

Kentucky X66-170, 179 

IrOuisiana 961 

North  Carolina  (railroads) 9o^x 

South  Caroliiu Z09-X10 

Teimessee 196 

Texas 30X 

Virginia 54 

West  Virginia 70, 78 

Stockholders  axid  bondholders: 

Alabama 9x8-^919 

Arkansas 951 

Florida 148 

.  Georgia 197 

Kentucky X79-X73 

T,aiiisiana 971 

Mississippi 934 

North  Carolixui 95 

Oklahoma 990-99X 

South  Carolina xxz 

TrnnrBirr Z98 


Stockholders  and  bondholders— Cootd.  Page. 

Texas 319 

Virginia 56 

West  Virginia 80 

Street  railways: 

Alabama 9Z7 

Arkansas 950 

Florida Z47 

Georgia X99,z34 

Kentucky 166-170 

Louisiana 966, 969-970 

Mississippi 33'-~333 

North  Carolina 93 

Oklahoma 984-985 

South  Carolina 109-xio 

Tennessee 190 

Texas 307-3o8»3>T^x8 

Virginia so-s* 

West  Virginia 73-75 

Tables: 

A— State  taxes  for  19x9  in  the  48  States 
and  the  District  of  O^umbia,  amounts 
and  percentages  contributed  by  si^eci- 
fied  sources 9-3 

B— <State  taxes  for  19x9  in  the  48  States 
and  the  District  of  Columbia,  amounts 
and  percentages  contributed  by  certain 
classes  of  corporations 4-5 

C— Systems  of  taxing  six  classes  of  cor- 
porations for  state  purposes  for  X9xa . . . .    8-X5 

D— Corporate  taxation  systems  in  the 
Southern  and  Southwestern  States, 
affecting  six  classes  of  corporations. 
Facing 19 

£ — States  wherein  corporations  are  as- 
sessed by  an  ex  officio  state  board  or 
officer,  title  of  board,  number  of  mem- 
bers, kinds  of  taxes,  corporations  as- 


90-99 


F— 'States  wherein  corporations  are  as> 
sessed  by  a  composite  state  board,  title 
of  board,  number  of  zncmbers.  kinds*  of 

taxes,  corporations  assessed 93 

G — States  wherein  corporations  are  as* 
sessed  by  a  selected  state  board  or  offi- 
cial, title  of  board,  nuznber  of  members, 
kinds  of  taxes,  corporations  assessed ...  94, 96 
Georgia,  franchise  assessments,  Z909-X9X3 .      X39 
Kentucky,    apportioimient   of   tangible 

railroad  property 169 

North  Carolizui,  corporate  excess  assess- 

znents,  X90X-X9X3 xox 

Taxconmiissions.   5<»  State  tax  oommissions. 
Telegraph  companies: 

Alabama ax4r-9x6 

State  taxes  contributed  by 4»  9x9 

Arkansas 947-950, 953, 256 

State  taxes  contributed  by 4>  959 

Florida X45,  xso-x5Z 

State  taxes  contributed  by 4^x48 

Georgia Z95-Z96,  X30, 134 

State  taxes  contributed  by 4>  ia8 

Kentucky x66,  X70,  X75-176 

T/wiisiana 960,966,967-969,974-975 

State  taxes  contributed  by 4>  a7a 

Mississippi 335,  aa7,  aa8, 339-932, 337, 938 

State  taxes  contributed  by 4f  335 
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Telegraph  companies— Continued.  Page. 

North  Carolina 9X'W;97~99 

State  taxes  GontritMited  by 4»96 

Oklahoma aBi,  385-987, 393, 994 

State  taxes  contributed  by  (paid  into 

school  fund) 4,  *8z,  39X 

South  Carolina zoft-109 

State  taxes  contributed  by 4*  m 

Tennessee 190^94,  aoo-aoi 

State  taxes  ooatributed  by 4)  X99 

Texas jo*-309»3i6i3i7 

State  taxes  contributed  by 4y3X3 

Virginia 59,58-61 

State  taxes  contributed  by 4, 57 

West  Virginia 75-76 

State  taxes  contributed  by 4>  80 

S«e  also  all  SUtes— 

State  taxes  contributed  by 4 

Kinds  of  taxes 8-15 

Telephone  companies: 

Alabama 2x4-9x6 

State  taxes  contributed  by 4ff  9x9 

Arkansas 047-950, 953, 955, 956 

State  taxes  contributed  by 4)  953 

Florida 146 

Georgia X95-X96 

State  taxes  ooatributed  by 4)  X98 

Kentucky X66-X70, 176 

Louisiana 260, 966, 967'-369, 974, 975 

State  taxes  contributed  by 4>  979 

Mississippi 995, 997, 998, 999-939, 937, 938 

State  taxes  contributed  by 4, 935 

North  Carolina 91-93198-99 

State  taxes  contributed  by 4,96 

Oklahoma 98x,  988-989, 993, 994 

State  taxes  contributed  by 4, 99X 

Sooth  Carolina 108^x09 

State  taxes  contributed  by 4,  xx9 

Tennessee X90-X94, 9ox 

State  taxes  contributed  by 4»  Z99 

Texas 308-309^  3x61 3 17 

State  taxes  contributed  by 4>3X3 

VhwiA 53, 59-6X 

State  taxes  contributed  by 4, 57 

West  Virginia 75-76 

State  taxes  contributed  by 4,80 

Sm  also  all  States- 
State  taxes  contributed  by 4 

Kinds  of  taxes 8-15 

Tennessee: 

Abstract  of  corporate  taxation  system...       34 

Chief  features 184 

Comments  on  system 199 

Constitutional  provisions X87 

Financial  results 198 

General  view X84 

State  officials,  corporations  assessed  by 

(table) 99 

Statutory  provisions x88 

Terminal  companies,  Texas 307 

Texas: 

Abstract  of  corporate  taxation  system ....       38 

Chief  features 996 

Comments  on  system 314 

Constitutional  provisians 998 

Financial  results 3x9 

General  view 996 


Texas— Continued. 

State  officiab.  corporations  assessed  by 

(tables) 99, 93 

Statutory  provisions 30X 

Textik  industries.  South  Carolixu,  assess- 
ments   xio,  XZ4 

Timber  rights.  North  Carolina 89 

Trading  cars,  Mississippi 939 

Tranamissioa  companies.  Sm  Heating  com- 
panies; Lighting  companies;  Power  com- 
panies; Telegraph  companies;  Telephone 
companies. 

Undervaluation: 

Alabama 99X-999 

Mississippi 938 

South  Carolina,  effort  to  correct XX3-XX4 

Texas,  effort  to  correct 317^318 

Valuation,  per  cent  of  true  value  assessed: 

Alabama aix,  991-999 

Arkansas 345 

Florida Z40 

Georgia z9o,x34 

Kentudcy 156,  z6x 

T/wiisiana 3^ 

Mississippi 995, 998,937-938,939 

North  Carolina 87,88-89 

Oklahoma 381, 983 

South  Carolina xos 

Tennessee 187, 188 

Texas 30X 

Virginia 44*47»6x 

West  Virginia 69 

Virginia: 

Abstract  of  corporate  taxation  system. . . .       99 

Chief  features 40 

Comments  on  system 58 

Constitutional  provisions 49 

FInanrial  results 57-58 

General  view 40 

State  officials,  corporations  assessed   by 

(table) 31 

Statutory  provisions 47 

Water  companies: 

Alabama 9x7 

Arkansas 350 

Florida 147 

Georgia *. 195-196 

Kentudcy 166-170 

North  Carolina 93 

Oklahoma 988 

South  Carolina 109 

Tennessee 195 

Texas 3x0,317 

Virginia 54-55 

West  Virginia 77-78 

West  Virghiia: 

Abstract  of  corporate  taxation  system. . .       30 

Chief  features 66 

Comments  on  system 8x 

Constitutional  provisioas 68 

Financial  results 80 

General  view 66 

State  officials  and  corporations  assessed 

by  (table) sz 

Statutory  iirovisions 69 


O 


